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President Clinton has ledgthfs country on

‘an historic effort to open markets and

expand trade. The Eresidenﬁ{believes that

increased trade 1is critical/to our efforts
. , e

to create Jjobs and raise standards.of'.
living in this country. The importance of

trade to our economy and the rest of the
world demands that the global trading

H

system be based on a Set}df rights and

responsibilities that all countries must
accept. Over time, we must see our trading

i
i

partners accord us reciprocal privileges,

/
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\.opeﬁ theii markets and‘dfop bérriérs to
trade and invéstmeﬁt. I -

The Clinton Admiﬁistration has pﬁrsued the
goal of an open and fair ttadingésystemv
through multilateral agreemeﬁts ;ike the
.Urﬁguay Round,Aregional initiatiﬁes.like
NAFTA, and bilateral_negotiationé like the
recent IPRVAgreement with‘Cﬁina ;nd'

'  Ambassador Kantor's visit tc Beiﬁihg'inA
mid-March. All ofAthese initiativés share
a cémmon purpose éf opening ﬁérkéts,
egpandiné’trade, creating jobs'ahd

-

strengthening the U.S. economy.

|

Our trade relationship with Chiné is

~particularly important in all offthese



respects.’ China is the world's;fastest
growing major eeonomy; with,feai»growth
approaching 12 percent iﬁ 1994;€and the
1lth'largest~trading ﬁation in’theIWOIld.
The,United'Statesiis China'stlargest export
i matket and the only major market in the |
world that 1s truly open to- Chlna s,
'exports. Last year, more thanéBO percent
Of:China's exports Went'to the;United |
,States; inciudihg‘$39 billien“%orth.of
electric machihery;!textiles,?footwear, :

toys, and other products.

Our side of the bilateral trade,equation is
not nearly so rosy. U.S. exports to China
rose only six pergent last year, despite

the competitive strehgth of'éur industries,

o



énd total U.S. exporté to Chinavia3£ yeér
stood at only.$9.3 billion, leafingAUS with
a deficit of almosﬁ.$30 billionﬁ While the
huge trade deficit with China i% the resuit
of’many;factors; Chiﬁa's mul?ipie,
oﬁerlapping ba;rieIS*to trade'aﬁd

s
i

investment are among the most significant.

‘China'remains Qhe of the moét ﬁrotectiOnist.
trade regimes 1in Ehe World..'T$e ébsénce of
fundamentalAinternétional éfanéérds —— such
~as national treatmeﬁt,/full‘trénsﬁarency,
~or the right to trade freelyvf; hold badk 7
 thexU.S“ side of~£hé bilatera% trade

"relationship'andhhurt U.S. businessmen and

workers. .



Trade Policy

The Administration has pursued an

.aggreSSive, but balénced, trade policy |
toward China. ‘WelhévétWo prima}y goals —--
to oPeniChina's markets to U.S.}trade and‘
-inVestment_and to create a broad, enduring
framework for our biléteral tra@enl

relationship. To achieve those goals, we
~ have put together a strong, complementary

“policy that'combines bilateral,énd

multilateral initiatives. .

!

Foundations

Before examining qQur current approach to

trade with China, we should review the



gtowth of our trade relationshipgand trade
policy-with China -- and see howéfar we
have comé;:'Before.l99l, ineffeﬁt, we did
not have a well;articglated traie policy‘
toward China. The basis of ourébiléteral‘
relationship was largély stratééic. Trade
was a backwater issue at best;‘gTrade‘was
the subject of some bilateral discuSsioﬁs -
- we began»a~dialogue'in;l986 Qé the thené'
burgebning trade defiéit.(leéskghén $2
billion) -- and there were diéd@ssions on
IPR, markeﬁ access éﬂd‘Chinaﬂs;éccession.toh

the GATT between 1986 and 1991 .

- —-— Overall, however, the tr?de
relationship was dwarfed§by'
strategic considerations and other
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issues.

S

For us, today, trade with China has become

!
L

a vital strategic issue. Wefdigcuss tiadé
at just aslelevated a leVel wifﬁ the.
 Chiﬁese‘leadership as we do chér key
~issues, and, Qf courSe, eXpaﬁdi#g trade has
become‘a vital part of thé-Admiﬁistration's
Chiha policy; ' USTR has;been!o@é Qf;the
agencieszmost aCtively ihvolvedgwithgchina“
over the past two years -- Aﬁd4%hat is
because of the imporﬁaﬁce of ﬁhé trade

t

- relationship.

Our apprcach has been fuhdamentbl and clear
-- we want China to adhere bd~tﬁe rule of

| L o
law and to follow international norms 1in

!



trade.  We have an éxééllent'bppbrﬁunity
T TR

now to support China's interéstséand_ours.
- For its part} China:is reformingfits
economy, is moving toQard a'ﬁérget economy
'ofvsorts, and the leadershipfis;bommitted,
in thebry, to épenihg its markéfs. If we
handle our trade iélationship Wéll, we will
| haVe a unique opbortunity tc.méﬁe China to
" a rules-based systemAthat will éenefitAnot

~only the UnitedAStates'but othéﬁ economies

in Asia as well.

-— Such an approach is in our

. ‘ . A':;
fundamental interest.  U.S.

‘businesses do best in a rules-based

system. In, addition, wefdo not want

to see China ﬁake'the moﬁe_

o
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protéctioniSt'path that some of its

neighbc:s have taken.

As a result, our bilateral appré%ch_to
China on trade has beén groundedfin«the
fundamentéls,of the'GATT andfnog the WTO,
and on other international obligations.
o“The October'1992'ﬁarket aEcééS Agreement
“addressed éuch'market,bé:riers és

transparency and import licensing

i

requirements across industries ~- and was

' negotiated based on specific GATT articles
“and language.

o The January 1992 IPR Agreement committed

China to wholesale.changes in itsfcopyright



and patent regimés.~ These changes.iﬁclude

subscribing to international conventions

o

- such as the Berne and Geneva Conventions,

and té‘liVing~up to the obligatibns.of the

TRIPs Agreement in the WTO. |
W

i

‘6 The 19395 IPR enforcement agrgement is<
based»dn China's new laws and tﬁe TRIPS‘and
other international accords.lvlﬁ delvés
very deeply into the way ih whiéh Chiﬁan
will run its new»enforcement;reéime{‘

o Of coﬁrse;,our diécuééions Q£ the
GATT/WTO are also part of a bro%dér effort
to see China follow internétioﬁél4norms.

3
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I would also like to observe fha% we have
taken a very straight forward, iﬁterests—
based approach to China. In the; process,

we have discarded some of the well-worn

maxims of China watchers -- ie, ﬁhat the

Chinese cannot,be‘pressured ~§ﬂapd we have
been0aggressive,;targeted‘and:ve%y foCuSed.
In Shbrt{ we havé beeﬂ §ery hard;osed>ihr
the pursuit of our objéctives?oqﬁtra@e”ﬁith

China. We have‘treatéd thé‘ChiﬁéSQ.like
the tough; pragmatic,’negotiaﬁotg'that they
are -- with tOughnesS? fespect, and’based~.
_stricﬁly on the pursﬁit of'oﬁi igterestsé‘,
in the procéss,'we>have made;fuii use of
~our trade laws and=the ammdnitié@ fﬁat they

supply. We have alsg'gottenireSblts{



Current Policy

Building on the IPR’enforcement;hgreement

and Ambassador Kantor's visit to China, -we

havé»an exCellént opportunity tamove China;
- in a more positiVé directionloﬁftrade. We
Should éeiie the opportunityltofimprove the
bilateral/trade'relatibnship, c@ntinue to
foster an improvedvatmosphere fér WTO
accession negotiaﬁioné on a souﬂd
'commérciallbasis, and take{advéﬁtageof-the
growing cOmmerciél opportunitieé in China.
| !
, fi
The eight point accord that Ambéssador
| . . v |
Kantor reached witthinister'Wu;Yi lays out:
a framework on ma;kep accesé, bﬁlatéral‘

services negotiations, agriculture and

|
i
|
!
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China's accession to_the,WTO-un@er whiCh;we

can begin discussions.

During Ambassador Kantor's receﬁt trip,
Senior>Chinesé'leaders made'éiéﬁr that théy'
are ihteréétéd in'moving the*ovérall' -
-especialiy thé‘tradé - relatioéship
forward. They pfaised theviPR:%greement as
a-model.for'future negétiatiéns; 'Chiha;s"
meSSagé'waS'that Wé bétﬁ need‘t§4find

common ground on specific issues and, on
that basis, negotiate to find solutions

that'will bénefit'both sides.

Many'claim'that the Chinese cannot make
_hard decisions on ,tough issues.” Far from
beihg mired in gridlbck, the Chinesé are

.‘)‘



makihg decisioné not only onxtheir domestic
'ecohomic reform program_buf‘oh i%sues that
affect ourfbiiateral“énd multilateral trade
relationship. They demonstratedéthis with

the signing of the IPR»agfeement;

Whatever speculation there is'abbut the
Chinese leadership, however, we must pursue
~ our trade interests vigorously. = Pursuing

‘these interests are clearly in linevwith"

the President's goals of growingéthe'
economy, creating jobs and increasing

standards of living through opening markets
and increasing exports.' This does not mean

that negotiations with the Chinese will be
| | ] | | | |
easy; it does mean with clear goals,

i
'

defined objectives, persistenceﬁ and the



right mix of incentives and disincentives,

much can be accomplished.

Themes for 1995

(1) = Full implementation of the
President‘spredge onfMay‘265toimake full
use - of U.S. trade laws‘td enforée existing

:tradé agreements and to open_maﬁkéts for

~U.S. companies and workers;

(2). Vigorous market opening ihitiativés,
| both through USTR'trade éctionsgand

Department of Commerce~trade:pr§motion.and
deveiotment initiatives.

»,:
|
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—— That stratégy includes clbse?



, o
coordination of USTR and Commerce

i

initiatives, through trade nebotiations
e | |

on key issues, the JCCT and other

vehicles;

(3) | Coﬁplementary and mutuallj

'reinforcing7bilateral'and multiléteral

!
!

. - L o | '
initiatives -- a vigorous bilateral trade

agenda and intense use of the:APEC and

I

China's WTO accession negotiations -- to
achieve narrow, short-term and broad, long-

~ term goals.

y
| H
(4) Complementarity of the U;S; trade

agenda and the beadet-U.S.fChinQ policy.

|
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-- The U.S. trade agenda,~which could



be summarized as pursuit of the rule
of law and international norms as

they relate to China, melds well

with other bilateral objectives on

human rights, non-proliferation,

broader.military—to—milit%ry

cooperation, and so on.

Specific Trade Proposals

" Full Implementation oi'ﬁzistinngrade.

Agreements.

As it has been since the Administration
began, implementation of existing
Agreements remaing,a top priori

‘
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China has not fully complied withfkey
aspects of the marketAacéeSS agreémeﬂt.
There remain‘multiplé,<ovérlappiﬂb'barriérs
that impair market acceés;  Wé h@%e a full
schedule in the year aheadibf cbgsultations

—- both formal and informal —~‘Qﬁ

implementation of the agreement{ﬂ

Q‘lAlthoughfwe have~méde some f%centA
breakthroughs inlagriculturé: China
stili has not based’sahitary;and
phytosanitaiy standards on séund
science. . - -

"

USTR began implementation diséugsions on o

1

the new IPR agreemﬁntAon'Marchnil with

vAmbassador[Kahtor's‘visit to China. The
| | i
o
N
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‘U.s. Customs Servi¢e;lthe FBI};Pepartmént,
of Justice, and Deparﬁménﬁ_of ¢Qmmerc§ f;.
along with the indusffiéS ——jéﬁé aiready-_
pﬁtting training and éssistaﬁce%packages1
into place} Mbhiforihg,Chiné:S?
implemenﬁation.of thélAgreéménﬁ%willrbe
ctucial,:howe?er.

.0 China's ability't6 adhere_fﬁlly to its

| Coly

agreements 1s alSO»importanﬁ'to
furthering the multilateral§WTO~'4_

accession negotiations. .

Market Opening Initiatives:

The United Statesgmust.contihuéto pursue .. .

further market-opéning in'Chiﬁéw,uSuccess




in our bilateral agreements, and in

particular the WTO, will lock China into a

o
P
|

ruled-based trade system.
Services. China's market for U.S. services
providers remains substantiallY'blosed,'
though there has been incremental market

opening in some sectors this year. 1In

F advantage

that the United States'has_in this sector,

o

light of the,enormous‘comparatiﬁ

negotiations on key sectors are a must.
: , p™

—— China recently'agreed td.hold

negotiations on value-added
L o
telecommunications serviogs'and
o
. . ' ) eE ,
- insurance. , USTR intends to continue

‘discussions in these areas, as well
]
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as advertising, distribution,
~business facilitation services and

| i
audiovisual services. Weiwill also
. : | :

pursue specific commitments on
. . ) ) ;“E

" services, including in financial

services, in the context of China's
. ,‘~ vi

accession to the WTO.

]

Industrial goods. Multiple barriers

continué'to éxclude‘or*limit'enery‘of
highly competitive U.S.‘prodﬁcté,
particularly ingsuch high~tech‘;reas as
computers ahd medical equipménté'aé well as
heaﬁy machinery and other produéts; USTRv.
intends to pursﬁe markét—Openiﬁg
initiatives in specific seétérs?whére U.S.
companies have a competitive adfantage;‘

!
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L S o .
© Discussions will continue on, reduction
| o
~of tariffs and schedules of elimination the
remaining non-tariff barriers as China

brings its trade regime in linefwith the
WTO. o

WTO Accession

WTO accession for China is a fundamental

'part4of our.o&erall tradefstratégy.-'The
United Staﬁeé supports China's?ccession to
the WTOf As Ambaésador Kantor;%tated in

| Béijing in March, the United‘Sﬁétes intends
to také a prag@atic, flexiblé‘aﬁproaCh in
negotiationsAwith»the Chinese Qﬁ ﬁhe WTQ.
That does not mean, however,’th%t we“do not

expect China to live up to its;bbligationsx
. ‘ ) , . il i

i
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‘under the WTO -- including meet%ng such

basic obligations as national treatment,

fransparency, and so on — WhenfChiha;
accedes. A solid, commetCially%viable
agréement_is essential to;ﬁ.S..inﬁerests,
'ésAit is to those of bther Coungries'aé
well. i
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REMARKS OF AMBASSADOR CHARLENE BARSHEFSKY
TO THE BOARD OF THE USA-ROC ECONOMIC COUNCIL
MAY 8, 1995, REGARDING "f

UNITED STATES-TAIWAN TRADE RELATIONS
S
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My remarks today will concentrate on an examination of current

and‘prospective U.S. trade negotiations w%th Taiwan and th¢ 

R

continuing U.S. trade relationship w%th one of the
Asia/Pacific region'o success stories -1 the prospering,
industrious and democratic society we see. ;n Taiwan today

. ’ ‘

U.S. involvement and support for Taiwanjhas been constant.

throughout the last forty years, 1nclud1ng Taiwan’s GATT/WTO
PN~ e T ——

accession and Talwan s part1c1patlon in APEC It represents
I

e -
an important element in Taiwan’s continuing record of enviable

‘economic growth. o o ,J

i

¥

The post -war period has seen remarkabie growth and economic
— B e T
development in Talwan,,aldai by a strong and predlctable

e o '
international economic trading system, as well as by lucrative

-

and largely unfettered access to the U.S.Edomestic market.

S st s e TN SRR A o

Future economic relations can be expected in which both the
. e - . N . N

United States and Taiwan continue to} work for greater

multilateral, regional and bilateral trade 11berallzatlon,
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_contributing to the welfare and prosperity of the populations -
. . ,

of both areas. g

f
i

Global Economic Setting , ' ' - Ny

The international trading system today is in a period of great

!

challenge and opportunity, poised to mo§e §orward[toward the
: . i
goals of growth, change and renewal. B

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

of the global economy and will use its léaéership position to
érkets. With our
|

principal trading partners we - seek th%ir assumption. of
. - ") ' .

promote expanded trade and more open m

appropriate levels of trading .system‘ obligations and

disciplines. -

i
A
I

‘The U.S. firmly believes the responSibiiity to promote open

“markets now lies also with other countrﬁes who continue to

ot .

benefit from and demonstrably~effect théfglobal economy .

oo

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

Trade is an integral component of a lafgér growth strategy

based on the President’s economic program.
i
y

> Pl

Every aspect of this program is desigﬁ%d to make the U.S. a

strong, outward-looking competitor infﬁhe'world economy  of
(RS . B

B
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Taiwan Context

i

As part of the President’s economic straﬁegy, one of our
objectives is to boost productivity and cdﬁpetitiveness and
thereby to stimulate high-skill, high-wage jobs.

|

For this Administration, trade policy is aﬁ integral part of

' the national economic strategy. For this{national economic

strategy to be successful, it is essentialijat the U.S. have

the stimulus of a‘ thriving gldbal markgéplace and global

|

.economic growth. "j

o

The only way to achieveé these is through!&penAmarkets.- Our

N .
basic trade policy objective is to create jobs by opening up
. R o .

. o
foreign markets. . I

J

-In pursuit of our policy goals we wilyﬁbe pragmatic and
i

results oriented. Our trade policy will.ﬁpt be credible with

. : . iy
the American people if it fails to achieve concrete. results.

s
o
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How does the bilateral 'U.S.-Taiwan t}ade and  economic
, ‘ .

relationship mature and adjust to -global ‘and regional
' . Y ' . ’ ’ |

dévelopments? The answer may well lie in the ongoing
. : Cd

I internationalization and liberalization of Taiwan’s economy.




Historical

4

_Our quest is to strengthen the economic bonds between us while

Taiwan upgrades its tradlng reglme to a 1eve1 compatlble with

i
accepted international standards. !
: i

Having benefitted enormously from the"certainty of the

international trading system, and in.partiduiar from access to
the large and profltable U.S. market Talwan s objectlve must
now be to assume the full obligations and dlsc1p11nes of that

global trading system.

&

Four decades ago, Taiwan was largely an‘agricultural-based
economy; was a recipient of American aid; apd‘was in need of

I
|
g
|
)
i
¢
!

i
Lo

special access to our market. Half of its industry was in the
——— - *

. . o .
- public sector. In 1955 Taiwan’s total trade was $324 million

and per capita income $1892.

i

. B :
Taiwan’s trade today is in excess_of $160 billion, and per

e —————

capita income is more than $10,500. More than 80 percent of -

ppp—— C _—
industrial production is now in the private sector. It has

the world's second largest forelgn exchange reserves, and is

actlvely negotlatlng for GATT/WTO acce851on as ‘a developed

economy . 3
o ' i

(g
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Taiwan today is the sixth lérgest tradingvpértner of the U.S.

|
N
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The large surplus Taiwan had enjoyed in its ﬁrade with us, and
o - .

the pressures\i?is was bringing to bear on’the relationghip,

led them to pursue a vigorous program to redﬁce it in the late
. \

\

4

'I

In addition, Tal&?ﬂ set out at that time to further dlver51fy
. P

1980's.

its trade, especially to Southeast A51a‘iand Europe, and
’ !
broadened its econpmic influence in the process.
i . . o
\: ' .4

There has been en1\outward‘ flow of inveetment by Taiwan

busihessmen, initial%y, at least in low tech highly labor~

intensive small pro uctlon units that ‘could no lenger

i 3 € P VWO 6 VO

l
. economically operate Talwan as costs there rose.

w,

|

The bulk of these inve tments has been 901ng to Southeast

| e o————
Asia, where Taiwan is elt er the largest or ene of the largest
N i
i
foreign investors in the\ ASEAN countries:'and Vietnam. A

V . oo N .
considerable amount also gdes to mainland China.

e

w:

4
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Increased trade has followed \this 1nvestment trend largely to -

—

provide materiels and parts

or the tranggiggted production

. . i
units. !

e

Trade with Southeast Asia and ijdirectly with the mainland

s y

i

trade. This demand has play an . important role in

A ! "
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maintaininngaiwan's exports in the face of declining or flat
. | A

b

sales to traditional markets. -

o Taiwan’s qrowth rate in 1994 .is estlmated a . thnd whlle
o : below the 7.8% growth of the 1985 92 perlod 1t is a. statlstlc

that would be hlghly prlzed by any other developed economy

The Taiwan of today is a 81gn1flcanq ‘actor in the
' I
international trading community. '

s
i
.?:]
i
o

_ o - - 3 -
o <:§£§> trade with Taiwan in 1955 totaled $101 million; last year

it was approximately $42 billion. With'a‘$4b billion 6wo;way

- . i
trade relationship, 1nev1tably problems' arise. = Trade

negotlatlons of some. klnd occur frequently between our two

| f’%@f :

sides and they have been at times quite tOugh.

7 . N . § . ) ;. L PR B '
. (ﬁ\ ) 4 (LRANAG ﬁ% w-c;k D~ 2
y B ZR \77 . / J , ) fv}\%
o The task %@\Sre us is to shape oegxtradlng relatlon to the Mﬁ?\

greatest posgibie> mutual :Beméflt The~ breadth of our

relationship, and “\the

terests both 81des have 1in it,

however, offer ans to preserveﬁia friendly and

; cooperativej tmosphere despite the sometlmes éomplex and

~ :
dlfflcult issues to be resolved. Jq

Vv/\li‘ft{;\.‘ /‘ «a‘){;\‘ . : : ,! -

Protection of Intellectual Property Rights: o

L : P —

(o) ~ We have engaged for over three years beglnnlng in eKN}y 19?;::>

'in an intensive effort to- provide for the protection of
— e —— : e

|
}
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intellectual property rights. IPR protectionjis indicative of

successful developed economy, confident' in %he creativity of

its people.-  §

i
o © '~ The successful result of our,‘at times difficult, bilateral

N ,7:3’\”' Lo

i . g .
W . work is a climate of greatly improved IPR protection on
s - ’Y/ SIS R
s

R PR - Taiwan; significant rogregs in the copyright area and
o 7 significant prog he  copyriont |

important steps in the trademark and patent}areas.
I

IS : — e
b e o T e, i

I

F
LI

L ‘ ' ' ' ] .
o Since early 1993, the Executive Yuan and Legislative Yuan in
. ; ‘ !

Taiwan have taken a number of importéntf‘Steps, including
statutory and administrative improvements 'as well as the

L e—

1

enhancement of enforcement efforts, that haﬁé brought the IPR

[ S . - R l
regime close to TRIPS standards. )
| "
» - Co ,
o) In recognition of these efforts Ambaésador*Kantor decided in

!

—

- e

Taiwan at that level this year.

1994 to move Taiwan to the IPR Watch List,

x|

P o
i and to maintain
1 A ;
|
|
' donjunction with
, |
. N
ecreaseﬁ the amount of

o This improved

tatutory framework

enforcement effokts has helped

counterfeit goods awailable ip/Taiwan and feduce infringing

oo, .

i

exports significantly.

P
o
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o Our ongoing GATT/WTO dccession negotiationsfare focussing on

aéhieving complete TRIPS conkistency within the same time

.o




f rame~as-Ehe~Writed St at ey

o The remaining, critical steps Talwan needsito take in this

e 7
Sttt o ISR ]

regard are: enactment of TRIPS- con81stent 1ntegratedmc1rcu1t

and trade secrets‘laws, and enactment o
% ST T R SRS SN LT . ’

COpyright amendments
T

ET
J.m"‘

< that provide for full #retfoactife CQpQriqht protection

)

cone}gtent. with ‘Ber#e Conve

on Articﬁ 18, as made

applicable by TRIgs/Articles 9.1 and 14.6." !

e} 'We believe that Taiwan has taken significantisteps to protect

G

]
IPR for several good reasons: '

|
e b 1 SRR |

1) Talwan, having benefitted ‘immebsely from the

predlctable commercial climate and rules-based discipline

of the international trading system, re%lized the need to
. i

contribute to the system by ‘beginning to meet its

S . T
- obligations, which include the protection of IPR.

)

o

{&?\4 2] Taiwan’s leadership realized that féilure to protect
: »‘..\.

cl) IPR will lead to a loss of forelgn investment and

PR

technology transfer that will crlpple Taiwan efforts to

make the necessary tran51tlon to a hlgh tech economy.

T
H

(g)‘Taiwan’s'creators and inventors beﬁan to suffer the.

consequences of minimal IPR as their’intellectual work
ey ‘~T : :

was llable to theft by others

\ YL bi?“"'wzé/’"’»;é{ M oA / /‘ T
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'JANUARY 1994 TARIFF NEGOTIATIONS:

Early in 1994, Taiwan offered politicallyéend commercially

significant concessions during' our "pfe-GATT" tariff
‘ T i | N
negotiations. Taiwan ‘made tarlff offers on 89% of our top

ks At

priority requests and agreed to reduce tarlffs on 483 U.S.

[ pvmmwmw;, * i I

export items valued at ééé;)mllllon by an average depth of cut

T e e b

of 21€

Jo—— . . oy

g *

However, the Legislative Yuan has failed Eo date to enaét :

[

these tariff cuts into law Prompt actlon]thls se351on is

e T RA T sy —;

. e emer T £ A
B st - it

critical to restore Taiwan’s credlblllty and political "good
. " . ‘ Wmmm.,. ’ M&’T}TWW%”‘ o
,;r*‘" K RO, .
will". . o
a——c . ) L
Q

-
i

These proposed tariff reductions are in areas where the
N T ——

s

tariffs are protectively high and U.S. experters have been
seeking unsuccessfully improved access for vears.

i

Since the Jnltlatlon of substantlve negotlatlons for Taiwan’s

membership in the GATT in April 1993, we and cher delegatlons

have made significant progress. o
» R —— ]
J—

-
- Br
e

In %ovember 1993, we tabled an aggressive'GéTT/WTO accession

"

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

B ik o i
|
|

i
. [

C
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negotiated in a number of bilateral meetings;sinoe that time.

We anticipate holding additional bilateral‘consultations in

the near future where remaining issues w1ll‘be addressed.

1 l
T
i

o Talks with Talwan to develop a strong protocol ckage have

been proceeding in parallel with market”’ acces~ discussions.

This package will contéln a protocol document hat confers WTO

membership on Talwan aﬁﬂ sets out the term and conditions of

/o
membership, as well as\schedules of coﬁb9831ons for market

e AT B

accéss for industrial pfoducts, 'serviges and agrlculture in

\

Taiwan’s market. \

A

o Taiwan’s importance in. internatioral trade ' grows dally We

are very pleased to have th\ oppdrtunlty to incorporate this

y

major trading entity into the nternatlonal trading system.

Members. ‘ o f o
|
o For Taiwan, WTO aCceésibn witll ‘estalesh a reciprocal
.*I . )
# framework for Taiwan’s comAercial interaction with members of

’ : o
4é\gthe WTO, and will secure bgnefits qnd privileges for Talwan s

trade that are established by right of 1nternat1onal

!
]
. ‘i
obligatioan.

i
o
1
|
N
|

o . ' : ’ I .
o Members have engaged Taiwan in detailed discussions to ensure




L : g 11
that the terms of acce831on provide~a mutually agreed basis
upon which Talwan w1\i allgn?%; trade reglme to with GATT/WTO

" rules.

f S N
Interested'WTl/Members, including the United States, have also

used thelypﬁortunlty of these -egotiationeﬂko address issues
that afféct their trade covered by GATT and?WTO rules..
C M? ! Q#&k '\ ’ . E

Taiwan has accepted that its accession will requlre changes in

its current trade'reglme. In thlS regardl several changes
. ‘
I
i

have already been made in its tariff and

1lcen81ng import

———————— g, e

J

1

regime to meet WIO requirements.

. -
-

1

Taiwan is also preparing legislation toﬁ implementA other
changes that it knows will be required to operate its trade
|
policy within the GATT/WTO framework in theifuture
1 |
A successful outcome however should be well worth it, as it
- will greatly strengthen and broaden Taiwanﬁe economy and its

3

commercial opportunities.

The United States intends to continUe,:to be. a major

o

participant in the‘negotiation. Taiwan has;made 31gn;;:cant
progress in its bila;eraL negotiatlons,wrth us, with the
remaining outstanding areas including thé reform of the
tobacco and alcohol mo;opoly, certain ﬁagriculture and

-a-""'"w
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industrial tariffs, and automobile market‘aCCess§~

MW ‘ ”
o The United States has been a good friend 'to Taiwan in this

L e B
negotiation, and our support has been critical to the progress

7 ¢ gl I

made thus far. Talwan must meet the expectétions and demands
- of other WTO members, however, in completing its negotiations.
,; '
o It is the policy of this Administration ﬁ%at each accession
‘negoti\\ation be considered on the basis ;c%f its dindividual

. y , o .
commercial merits. At the same time we recognize that the WTO

i

is a multilateral organization- that takes, decisions by
T o
consensus.

e

PELLY AMENDMENT TRADE SANCTIONS: ’ .

o - Peliy Amendment sanctions were imposed o©n select wildlife

e N

products from Taiwan in Auqust 1994 beéause of Taiwan’s

N P e ‘

earlier failure to enforce prohibitions on, trade in -pares—qf
- ’ W” ( o ¢

o - The value of the trade is estimated to be§é22.4 \illionﬁ An
= :

interagency delegation recently visited Ta&wan to review the

: A‘i
measures taken by the Taiwan authorities 'to comply with U.S.
requirements for lifting the Pelly amendmept sanctions.
: I~ : ‘ ; :
(. g - :
o ‘The U.S. criteria include the enactment of amendments to the
’ ! . : ;:I .

1
4




13

Wildlife Conservation Law (done by the Legislative Yuan in
October 1994) and iﬁpieﬁentation of reguiaﬂﬁons {carried out
by the Executive Yuan at: the end of April) that will
effectively allow Taiwan to deter trade in CITES-listed
species, and‘effective eontrol Qf privateiy—held.stocks of
rhino horn and tiger bone. ~ﬂ
i

o

' . i
e} In addition, Taiwan is being asked to demonstrate effective

s

! . ‘ 2 7 : 3 ’ 3
enforcement under existing and new legislation, and to improve

publlc awareness of the threat to CITES- llsted spe01es posed

by 1llegal trade. ]
[

o From all indications Talwan has done a[ credible job in

T —

addressing  the U.S. criteria for ellm;pating the trade

sanctione. President Clinton will be. :makingA a decision

whether to continue to impose sanctlons 1n the near future.

»

\Jé\,)@ LW~ AT LA cvfé R | i
TRADE AND INVESTME T FRAMEWORK AGREEMENT gTIFAp

]
H

[
I
i
-
i
'

e Our TIFA with Taiwan was signed on September‘19, 1994 and the

first meeting of the Trade and Investment Council was held

March 6 and 7. » - ?

o
i
'i

o} In these TIFA meetlngs we were able to 1naugurate a forum with

Nt

where we could dlSCUSS in a non-crisis atmosphere 1) our

respective visions Qf medium- to long terﬁ directions of our

———
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|
i
i

bilateral trade and investment relationshipg 2). the ways and -

, , -
means of reaching those goals; and, 3) S§8k solutions to
- N ,,—uwmw

We successfully initiated negotiations betwe%n our respective

. , g
problems of immediate concern. i ‘;

: ' g
customs services, through AIT and TECRO, of gn‘ATA arnet that

facilitates trade by moving samples and educatigh materials’of

traders more quiékly through customs formalfties.

P ] 1
A AP e o

i
H
i

In addition, we paved the way for the immiﬁent Signing of a

MOU concerning reciprocity in Patéﬁt’ﬁ and Trademark

registration matters.

[

We also took the opportunity.to”reiterateVthe steps needed to

R
G s

meet TRIPS obligations as well as be ‘seen as providing .

adequate and effective IPé, protection. .

i )
i There was, in

3
' - . L L ' o , ' '
addition, a useful discussion of improvements to Taiwan IPR

R

export monitoring systems, inaugurated at our request during

o

‘previous negotiations. Taiwan is seeking changes, including
. ' N
- . . . o

a sunset provision, in the monitoring systems.

.
P
. : ! .
We also emphasized with Taiwan officials the importance of
. . 4 el

| :

enacting'intb law the unilateral tariff cuts agreed to by

B .

Taiwan. in February 1994. |
. ; 'J
i
We defined elements of our vision of our medihm term relations
l
|
|

'
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by reviewing the details of the GATS negotlatlng group on
ba51c telecommunications services as well - as the specifics of
our model BIT and»IPR agreements. l

.' . §
. ik
The Taiwan side 1ndlcated a desire for studylngzérg%iateral

FEK’ greater anti-trust cooperatlon 1nformatlon on our AD and‘

o i, 1 l e L

'CVD 1nvest1gatlon procedures, as well as a termlnatlon to the

R AN A L RS A S g i 5

Pelly amendment trade sanctlons imposed last year because of

st aitan e
o R B .

lapses in endanger species protectlon.

|
I
|

Other, more detailed trade and investment igsues of immediate
: ! }

doncern (e.g., Taiwan manufacturlng restrlctlons on

pharmaceut:ical firms, their investment restrlctlons in Cable
TV, their food labelling requirements, our mutual recognition
of testing, and the Federal Reserve’s foreign bank branch

regulations), were discussed and moved férward for future

resolution.

|
y

E': f
‘ l ,
o These meetings were very successful in solving problems where
the time was right, defining our future together in a non-
. :k .
. ' » 11 .
confrontation environment, and strengthening our growing and-
. L .

vigorous bilateral economic relationship.

SUB CABINET ECONOMIC DBLALOGUE:

i

o We are also looking forward to the inaugu%al meeting of the
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Sub Cabinet Economic Dialogue in the near fpture.
‘ AN 5

iz
HH
1 B

This higher-level group chaired by the Tﬁéasury Department

. . s N , ..
will examine the larger-perspective and macro economic issues -

that concern our relationship.

|
|
r

Conclusion . = s o , ‘ "

O

~must still be prepared for stiffened comne&ition§\

Despite the reality of complex interactions,! the United State

and Taiwan have consistently maintained a comprehensive --

although unofficial-- economic relationship,

While we will insist that Taiwan conduct iﬁs trade relations

with us according to our bilateral agreementF and the accepted

norms of the international trading system, ,American business

s, .

: L;/
P , 2
| . .

‘ - . .
And given the more open atmosphere and dispersal of power

M,

'

among institutions and interest groups, | trade disputes,

- - i .
bilateral actions and agreements will all come under closer

e —.,

scrutiny; and will be more complex and difﬁicult to resolve.

]
|
o
)

Likewise the political changes occurring on Taiwan have a

"direct effect on the conduct of affairsfwith that island.

| .

Both public and private sector relationships must deal with a .

far more diverse entity that is seekiﬁg to define its

44444 D

international identity.’ T
. e e— o ;"
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Political power is being redistributed g1v1ng more of a share
o :

of it to leglslatlve bodies ‘and local goveﬁnments than has

[
1y

previously been the case. Interest igfoups, in this

atmosphere, can yield more influence, o

However, while the relationship is becomlng more compléx, it
is in an atmosphere that is increasingly llke the one we are
accustomed to working in here in America: || Furthermore, we .

must not overlook our advantages. SRR

Our economic aid and our market were 1nstrumqntal-1n Taiwan’s
. . o
rise to economic prominence. ‘~{

More recently we supported Taiwan’s entrange‘into APEC, and

———

. . ‘ ' i
alone among the major economies, we worked actlvely to support

W

Taiwan’s ’entrance into the GATT/WTO, aga%n demonstrating

L

American commitment to this relationship-‘:ﬁ
C

f

Nonetheless, it remains for both sides of th % relationship to

v
h

continue to brlng to it the hard work and. determlnatlon

necessary to make it successful.
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May 15, 1995

ADMINISTRATION STATEMENT o A o
BY AMBASSADOR CHARLENE BARSHEFSKY ON S.529 |
THE CARIBBEAN BASIN TRADE SECURITY ACT g
BEFORE THE TRADE SUBCOMMITTEE P
OF THE SENATE FINANCE COMMITTEE ' o

INTRODUCTION

Mr. Chairman, thank you for the opportdhity to submit the
Administration’s comments on 8.529, the "Caribbean Basin Trade

Security Act of 1995." The Administration endorses the thruﬁtuoff”‘“*“

this bill.

" The bipartisan support Congress has glven to the Caribbean
Basin Initiative (CBI) since its inception has greatly assisted-
U.S. efforts to promote economic development .and democracy in the '
region. The Administration appreciates that ithe sponsors of
5. 529 are continuing thls blpartlsan tradltlon

With almost all countries in the Carlbbean Basin embraCing
open markets and free elections, the United States has a unique
chance to help these countries achieve long- term prosperlty
8.529 can be a very constructive catalyst to thls process. This
bill recognizes that access to the U.S. market is a powerful
stimulant to broadly based economic development

Before I outline the. Admlnlstratlon s p051t10n on 8.529, let
me review briefly the status of the CBI. ""Chairman, whlle you
and Senator Graham may be well acquainted w1th the CBI, my
summary might. be particularly useful for new members. Also, we
hope this presentation will put into perspective the
Administration’s subsequent comments on S.529.!

STATUS OF CBI LEGISLATION | B N
CBT I and CBI II | |
The 1984 CBI provided the President the aﬁthérlty to

proclaim duty-free treatment for all products except
textiles/apparel subject to. agreements, footwear, petroleum,

 categories of flat goods and gloves, leather apparel, canned tuna

and a minor category of watches. Countries must meet the
conditions, which are sufficiently flexible to provide the
President considerable leverage to encourage reforms without
forcing specific action. Only one country has ever been
suspended .from the CBI program, for failure to cooperate on
narcotics matters. CBI beneflts are now granted to 24 nations.

The Executive Branch-4n 1986 created the "Guaranteed Access
Level" (GALs) quota program for CBI apparel exports. Under the
GALs program, a Caribbean Basin country may shié "guaranteed”
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- original version of H.R. 553 and how those problems were

'House Trade Subcommittee, We were able to craft provisions which .

These proposals, refined further to become the Interim Trade
Program (ITP) in 1994, were prepared for submission in the -
Administration’s Uruguay Round bill in Congress In the end,
however, on the basis of discussions with Members of Congress,
the ITP was not included in the Uruguay Round bill.

H.R. 553

As I am sure thiss Subcommmttee is aware, the House ‘has a
companion bill to ‘§.%529. It is H.R. 553, as amended.

Let me explain the Administration’s difficulties with the

addressed .in the amended version. Because 8.529 is virtually
1dentlcal to the original version of H.R. 553 descrlblng our
concerns with H.R. 553 and how this bill was'amended is a way we
point out ways we believe §.529 can be improved. The
Administration now supports H.R. 553, as amended '

First, we expressed concern about expandlng the product
coverage beyond textile and apparel productsithat meet the
NAFTA's rules of origin. We focussed on textiles and apparel
because our analysis showed this to be the sector most vulnerable
to competition from the NAFTA and by far the: 1argest accounting
for about $4 billion of U.S. imports from thezreglon - Also, U.S.
manufacturers, which operate partnershlp productlon arrangements,
have substantlal investment in the region. '

| , ‘

In addition we wanted to fashion a bill‘that would pass
quickly without controversy and that enjoyed 1ndustry support.
We were concerned that H.R. 553, by including'all prev1ously
excluded products, would attract opp051t10n ‘

Since the Administration’s statement on H R. 553 on February
10, we have received only one complaint about 1nclud1ng products -
out51de of “the textile and apparel area. This dearth of letters
to USTR apparently supports the view that including all products -
in new CBI legislation would generate little opposition. We,
therefore, have been convinced that full product 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 obllgatlons on . CBI countries. o ‘

Working with both Republlcan and Democratlc Members of. the

address this concern. The amended version of H.R. 553 includes
modified criteria and a review every three years of CBI nations’
compllance with these criteria. i
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Objectives

l
COMMENTS ON S.529 y

Since the Administration supports H‘R.i553, 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 strengthen the provisions
cf §.529. : . ﬂ

With the benefit of our experience on H;R. 553, we can offer
the following additional comments on S$.529. ,;-

y

I am very pleased to say that the Admini'stration supports
the ultimate goal of $.529, which is to br1ng~CBI nations into
NAFTA-type trade agreements. This is the goal that hemisphere’s
leaders at the Summit of the Americas in December adopted for
completing the negotiations of the "Free Trade Area of the
Americas" by the year 2005. We welcome Congress’ support for
this outcome of the Summit. ‘

The Administration also recognizes that: achieving this
objective will take time and will not be easy‘ We realize that:
during this process, investment in some sectors in the Caribbean
Basin could be affected by the NAFTA. Addre351ng the potentlal
impact of the NAFTA on the Caribbean Basin remains our focus in
any new legislation providing trade preferences.

Product Coverage , L . ﬂ

As. I indicated above, the Administration’ s 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 - : ' ﬂ

. |

The Administration believes strongly that.we should
negotiate FTAs only with countries that are "ready" -- those
willing and able to undertake the serious obllgatlons 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 exeCutedstrade agreements.
International trade is in the U.S. economic interest; the .
American people desexrve to see a proven track record of success
from our trade agreements. ' .H

The Administration is Heveloping criteria to assess when
other nations might be "ready" to negotiate and’ ‘to implement such

‘a complex and comprehensive undertaklng as a NAFTA type

%

»
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"Administration’s comments on S$.529, the "Caribbean Basin Trade

. formally for the record.

'S. 529 are continuing this blpartlsan tradition.

. it today. Mr. Chairman, while you and Senator Graham may be well

revise 8.529 in a similar fashion. I would llke to describe

the NAFTA. In addition, we wanted to fashion albill that would

1
!
'
i
i

ORAL REMARKS -
_ . |
BY AMBASSADOR CHARLENE BARSHEFSKY ON S.529
THE CARIBBEAN BASTN TRADE SECURITY ACT

BEFORE OF THE SENATE FINANCE TRADE SUBCOMMITTEE

A
2

Mr. Chairman, thank you for the opportuhity to prOvidezthe

Security Act of 1995." With your permission, I would like to
summarize our formal statement, which we request be entered

[Pause for Chair’s consent.] ‘

The Administration endorses the thrust 5f 5.529.

The bipartisan support Congress has given to the Caribbean
Basin Initiative (CBI) since its inception has greatly assisted
U.S. efforts to promote economic development and democracy in the
region. The Administration appreciates that the sponsors of

"With almost all countries in the Caribbean Basin embra01ng
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 is-a powerful
stimulant to broadly based economic development

My formal statement reviews briefly the status of the CBI
since its inception in 1984; to preserve time, I will not present
acquainted with the CBI, this. summary might be particularly A
useful for new members. Also, we hope that summary presentation
will put into perspective the Administration’s. subsequent
comments on £.529. ¢

‘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 which the Administration-
now supports. We wish to work with the Flnance Committee to

those provisions in $.529 we would seek to rev;se

Initially, the Administration expressed concern about
expanding the product coverdge beyond textile and apparel
products that meet the NAFTA’s rules of origin.; Our analysis
showed this to be the sector most vulnerable toicompetition from

pass quickly without controversy and that enjoyed industry.
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I would Iike thank the Trade
Subcommittee on proposing this legislation for the Caribbean
Basin.

"By doing so, you clearly demonstrate the priority this
Subcommittee assigns to strengthening further the U.S.

relationship with the nations of the Caribbean Basin.

In conclusion, Mr. Chairman,

This Administration shares that commitment. We will work
closely with you in crafting a bill that achieves our mutually
~held objectives. The revisions which I havel!detailed address the
Administration’s concerns with $.529. As I mentioned previously,
these changes enjoy the support of both

the |Administration and
bipartisan Members of the Ways and Means Trade Subcommittee, and

I would urge the Senate to move 1n that dlrectlon

Thank you, Mr. Chalrman. i

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

1994 to renew Most Favored Nation {MFN) trade status for China,
he chose expch1tly not to link trade with human rights or other
bilateral issues. This decision set the foundatlon 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 recognize that China'’s
economic and strategic importance to the United States require us
to engage the Chinese on spe01flc issues across a broad array of
pollcy concerns. On trade, as in other areas, the Administration
is prepared to make full use of the legal instruments available
to us to pursue and gain our objectives. This! is vital i1f we are
to bring China into the international community and take
advantage of the opportunities this will provide.

Compiementarity of Administration Policies

- Overall, the Administration’s approaches :in each policy area
toward China are complementary. The Administration’s goal is to
ingtill in China respect for the rule of law and international
norms in all areas -- including human rlghts,,non proliferation,
and trade. y
0 In trade, for example, we seek adherence to a rules-based

trade regime such as the World Trade Organization, or other
international conventlons : o

o  In human rights, we seek‘respéct for the rule of law and the
rights of individuals based on commonly-accepted principles,
such as the Universal, Declaration of Human Rights.

o In proliferation, we continue to urge China to become a full
partner in internationally-accepted nonproliferation regimes
such as the Non-Proliferation Treaty (NPT) and the Missile
TechnoLogy Control Reglme (MTCR) . ! :
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My colleague from the State Department w1ll speak on our
human rights and non- prollferatlon 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. o

The Administration recognizes that the hudén rights
situation in China remains deplorable in some ‘instances, and
basic rights to freedom of speech, association and rellglon 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 thrcughout Asia a tendency for greater individual
freedom to follow economic liberalization -- a loglcal extension
of our current trade policy. . Such evolutlonary processes seem .
also to be at work in China. Finally, China can no longer ‘keep
out Western ldeas and values asg ‘it accepts and iabsorbs Western
economic practices. The growth of modern communlcatlons and
technology has already assisted the process of openlng

l
i

Trade Policy

As in other areas of our relatlonshlp w1th!Ch1na, the
Administration bases its trade initiatives on international rules
and disciplines, for example, the WTO and otheri 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 effectlve framework for
our trade relationship. :

Here, too, trade cannot be separated from the broader
considerations of creation of a more open, rulés-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
negotiations 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, enforcement regime
that strengthened the legal system and the rule of law in
general, including greater transparency, and the importance of
observ1ng due process. : H

Building on the 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 multilatetral WTO accession negotlatlons on a
sound commercial basis, and. take advantage of the growing
commercial opportunities in Chlna




v Despite our market access agreement, the IPR enforcement
agreement and other bilateral agreements such as textlles, major
problems remain in our trade relationship, however. It is
dlsturblng 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 tradlng partners, as
opposed to following international norms. Recent developments
have only strengthened our view in that regard., China only '
selectively upholds its trade agreements with the United States,
and it is reluctant to accept its obligations in other areas,
such as recognizing and enforcing international arbitration
judgments, 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 serv1ces, and maintains a myriad of overlapplng barriers to
trade in goods and services. .

3

The rapid growth of China's trade regime -- bilateral U.S.
China two- way trade has risen from roughly $2 bllllon in 1979 to
$40 billion in 1994 -- and the growing 1mportance of China’s
global role demand that we worked actively and aggressively to
bring China’s trade practices into line with international norms.
We must actively engage the Chinese on trade issues, and open
Chinese markets to U.S. goods and services. !

Our trade relationship is badly out of balgnce 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 major trading partner’s markets are as open to Chinese
goods as are those of the United States. '

Services trade is also of concern. The United 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 best 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 for services is still largely closed.
If China is to reform and modernize its economy, it cannot do so
without the creation of a sophisticated services sector. And,
clearly, it cannot develop an articulated serv1ces lndustry
without opening its services market.

For its part, it is in China's interest to take these steps.
As much as the United States and other. tradlng'partners will
gain, the benefits to Chlna_ln further trade liberalization and
market opening are much, much greater. China must take serious
steps to enhance significantly market access. V“

Themes for 1995 . L f




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 actlve, aggressive
bilateral and multilateral strategy This means

(1) Full use of U.S. trade laws to enforce. ex1st1ng trade
agreements and to open markets for U.S. companles and workers;

(2) Vigorous market opening initiatives, both through USTR
negotiations and Department of Commerce trade promotlon and
development initiatives. : ;

(3)° Complementary and mutually reinforcing bilateral and
multilateral initiatives -- a vigorous bilateral trade agenda and
intensive use . of the APEC process and China’'s WTO accession

negotlatlons :

{(4) Complementarity of the U.S. trade agenda and the broader
U.S8.-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, market  access for services, and A
intellectual property rights protection. We are also addressing
China’s bid for accession to the World Trade Organization.
‘Successful conclusion of the all of these initiatives and the
faithful implementation by China of the existing Agreements, will
improve not only the United States-China trade relationship, but-
alsco the prospects for China’s own economic refgrms
IPR o b

Protection of intellectual property rights (IPR) is an area
of major concern for the United States. Failure to protect IPR
" harmg China’s legitimate research and business 1nterests, as it
does those of foreign countries. _—

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 30, 1994 and published a proposed retaliation
list when 20 months of negotlatlons failed to yleld meaningful
results. )

Nonetheless, on February 26, U.S. negotiatgrs reached a
landmark agreement on the protection of intellectual property in
China, particularly in the areas of copyrlghted works and
trademarks. The Chinese established a 9 month spec1al
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. . o ‘

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 Secretariat to oversee implementation of
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 the Federal Bureau
of Investigation, USTR's Secretariat is coordlnatlng training and
technical assistance programs for the Chinese. These programs
are designed to ensure that China has the ability to carry out
the enforcemeni actions -- and the restructuring of their IPR
enforcement regime -- that are mandated by the Agreement. 1In
June, U.S. negotiators will return to China to hold the first 'in
a series of quarterly consultatlons on 1mplementatlon of the
Agreement

Market Access

In October 1992, the Unlted States and China 51gned 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- the Agreement
itself, China committed over a five year perlod!ellmlnatlon of 90
percent of all non-tariff barriers -- such as 1mport 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 sanltary and phytosanitary standards as
barriers to U 3. agricultural exports. ¥
i

.Chlna has taken important strides toward méking its trade
regime more transparent. China has published a!llarge 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 prov1nces' trade regimes are
transparent. | o -

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. By reducing these barriers, China will
open markets for computers, medical equipment, heavy machinery,
textiles, steel products, éhemlcals, pharmaceuticals, and other
products However, the remaining non-tariff barriers are of
serious concern and the Chinese have yet to prov1de schedules for
their elimination. v

l
-
|
|




A

‘ﬁ.

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 regulatlons, or
fully eliminate import substitution as a practlce 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 considerable importance, China has not yet resolved our
concerns about the use of sanitary and phytosanitary standards .as
barriers to imports of agricultural and live animal products.
China continues. to use unscientific standards- td block exports of
citrus fruit, stone fruit, wheat, apples, and leaf tobacco --
products that the United States exports to Japan and other
nations throughout East Asia. Through consultations in
Washington in March and San Francisco in April, iwe have

~ established a time table for the closure of these issues --

although resolution of concerns over wheat from the U.S. _
northwest and other areas where TCK infestation 'exists remains
problematic. We expect China to move expedltlously to resolve
these issues, 1n accord w1th the Agreement

. Services

c i

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 bilateral basis, China has agreed to hold
bilateral negotiations on insurance and value- added
telecommunications, to complement discussions. that have been

~underway for 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 telecommunlcatlons
distribution, advertising, travel, communications, audiovisual
and other services. As I noted'earlier, these liberallzatlons
are in China’'s own interest. We expect, for example, that China
will license more foreign insurance companies to operate in China-
on a national treatment basis, will open its erthanced
telecommunications sector and its distribution system to U.S.
companies, and will liberalize ‘access to its 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 technology base
without considerable partlggpatlon by foreign flrms in its
services sectors.

. ‘ . - : N i
An additional vital component of our services agenda with
China is improvement in its domestic business climate.
Consistent with the obligations that China will' assume under the
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WTO, China must create a non-discriminatory environment within
which both foreign and Chinese firms compete on'  an equal footing.
Adherence to basic investment principles, such as the right of

establishment and national treatment, along with rights to
conduct associated activities, would go a long way toward that
end.

- 8imilarly, China discriminates against foreign traders in
its pricing practices, often charging foreigners prices that are
several times those charged Chinese businessmen. China has
indicated that it may take steps to eliminate this
discrimination, and we awalt concrete actions. to make these
intentions reality.

WTO Accession

y

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 toward the
negotiations, we are not prepared to support China’s accession
with anythlng less.

If China accedes to the WTO and makes and 1mplements firm
commitments to bring its trade regime into compllance with WTO
rules and disciplines within a set time period -- including.
market access -- we will all have taken a srgnlflcant step
forward in achieving our trade policy goals in (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 negotlatlon of an acceptable protocol

package. ' R -
i
Over these past many months, the United States ~- as well as
other contracting parties -- have clearly outllned the areas in

which China must make commitments to basic WTO @bllgatlons 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; granting foreign firms trading rights and
expanding the right to trade generally; and assuring that its
foreign exchange regime is not used as a trade barrier. China
must make commitments to open its market to’ services, submit a
reasonable schedule on agriculture supports and subsidies, and

provide secure and amplified opportunities for market access in

goods commensurate with itg status as a world- class exportlng

country.




Conclusion

While much work remains, in trade, we have:taken some
initial, 81gn1flcant steps forward toward 1mprov1ng 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 enormcus commercial potential. At theé 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 the coming year, in
accord with the President’s pledge, to pursue these mutually
compatible goals vigorously and forcefully. '
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Ambassador Charlene Barshefsky!'
Deputy United States Trade Representative
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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-proliferation.

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 human rights or other
bilateral issues. This decision set the foundation 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- prollferatlon and

trade.

The President and the Administration recognize that China’s
economic and strategic importance to the United States require us
to engage the Chinese on spe01f1c issues across a broad array of
pollcy concerns. On trade, as in other areas, the Administration
is prepared to make full use of. the legal instruments available
~to us to pursue and gain our objectives. This is vital if we are
to bring China into the international community and take
advdantage 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 Organlzatlon, or other

international conventlons

In human rights, we seek fespect for the ‘rule of law and the

o
rights of individuals based on commonly-accepted principles,
such as the Universal Declaration of Human Rights.

o In proliferation, we continue to urge China to become a full

i
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partner in internationally- accepted nonprollferatlon regimes
such as the Non-Proliferation Treaty (NPT) and the Missile
Technology. Control Regime (MTCR). y

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

The Administration recognizes that the human rights
situation in China remains deplorable in some instances, and

“basic rights to freedom of speech, association and religion are

generally denied. We find it intolerable that in 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,remain common
practices. : ' ~

That said, greater engagement on all fronts”—; including by
U.S. corporations in China -- will encourage the emergence of a
more open society. We have witnessed throughout Asia a tendency
for greater individual freedom to follow economic liberalization
-- a logical extension of our current trade policy. Such
evolutionary processes seem also to be at work in China.

Trade Policy l
V As in other areas of our relatlonshlp with Chlna, the
Administration bases its trade initiatives on international rules
and disciplines, for example, the WTO and other international
conventions. The market access MOU, 1ntellectual property rlghts
MOU and enforcement agreement, and textile agreement all have
been thoroughly grounded in the GATT and now WTO

A 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. .

~ Yet despite the bilateral trade agreements rhat we have
reached, major problems remain in our trade relationship. It is
disturbing that China still has not made the fundamental decigion .
to join the mainstream of world trading nations.. China appears
to want to set the rules of trade with its tradlng partners, as
opposed to following 1nternatlonal norms. Recent developments
have only strengthened our view in that regard. i China only
selectlvely upholds its trade agreements with the United States,
and it is reluctant to accept its obligations in, other areas,
such as recognizing and enforcing international arbitration
judgments -- such as the Ross Englneerlng case. -- or the sanctity
of contracts. China continues to resist creation of a fair and
equltable investment climate, discriminates against foreign
companies in its pricing of goods and serv1ces,'and maintains a
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myriad of overlapping barriers to‘trade in goods”and services.

The rapld growth of China’s. trade regime -- bllateral U.S.
China two- way trade has risen from roughly $2 bllllon in 1979 to
$40 billion in 1994 -- and the growing importancg of China’s
global role demand that we worked actively and aggressively to
bring China‘s trade practlces into line with 1nternatlonal norms.

Our trade relationship is badly out of balance 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 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 clear opportunltles that we now have to
improve our trade relatlonshlp, and the clear 1nequ1t1es that
continue to exist in it, we intend to pursue an actlve,
aggre881ve bilateral and multllateral strategy

The Administration is currently engaged in negotlatlons and
consultations on market access for goods, based on the 1992
market access Agreement, market access for serv1ces, and
intellectual property rlghts protectlon :

We are also addressing China‘s bid for aecess1on to the
World Trade Organization. Successful conclusion of the all of
these initiatives and the faithful implementation by China of the
existing Agreementg, will improve not only the United States-

China trade relationship, but also the prospects for China’s own

economic reforms.

IPR ' '

' Protectlon 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 1nterests, as it

does those of Eorelgn countrles .

On February 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
plrated products, and pledged by July 1, 1995 to clean up
remalnlng CD plracy . ‘.
)' l.

We cannot take lmplementatlon 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 oversee




implementation of the Agreement, under which are interagency task
forces to monitor developments nationally and inileach locality.

At the same time, in cooperation with our interagency
colleagues, including the Department of Justice, the U.S. Customs
Service, and the Federal Bureau of Investigation, USTR’s
.Secretariat is coordinating training and technical assistance
programs for the Chinese. In June, U.S. negotiators will return
to China to hold the first in a series of quarterly consultations
on 1mp1ementatlon of the Agreement ‘ ﬂ

Market Access ‘ !

In October 1992, the United States and China signed a market
access Agreement that committed China to make sweeping changes in
its import regime. To date, China’s implementation of some parts
of the 1992 market access Agreement has been commendable,
although some important exceptions remaln %

In the Agreement itself, China committed over a five year
period elimination of 90 percent of all non-tariff barriers --
such as import licensing requirements and quotas, increased
transparency, elimination of the use of import substitution as a
policy or practice, and an end to the use of sanitary and ,
phytosanitary‘standards as barrlers to U.S. agrlcultural exports

China has taken important strldes toward maklng 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 regulations, or
fully eliminate import substitution as a practidé.

A

Of considerable importance, China has not yet resolved our
concerns about the use of sanitary and phytosanitary standards as
barriers to imports of agricultural and live animal products. We
have established a time table for the closure of these issues.

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, legltlmate access for U S. companies in most instances

t
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is not available. On a bilateral basis, China has agreed to hold
negotiations on insurance and value-added telecommunications, to

complement discussions that have been underway for many months on
gervicesg issues -- both bilaterally and in the context of China’'s
bid for WTO accession.

We have asked that China commit to substanﬂial
liberalization of its insurance, value-added telecommunications
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
technalagy base without considerable part1c1pat10n by foreign
firms in its services sectors.

An additional vital component of our services agenda with
China is improvemént in its domestic business cllmate Adherence
to basic investment principles, such as the rlght of ;
establishment and national treatment, along with rights to
conduct associated activities, would go a long way toward puttlng
Chinese and foreign firms on an equal footing. ;

WIQO Accession

Last, nego tiations 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 ba81s Although we

have taken a practical, and pragmatic position toward the
negotiations, we are not prepared to support Chlna s accession
with anything less.

If China accedes to the WTO, and makes and 1mplements firm
commitments to bring its trade regime into compllance with WTO
rules and disciplines within a set time period -ﬁ including
market access -- we will all have taken a 51gn1f1cant step
forward in ach1@v1ng our trade policy goals in Chlna At this
time, the ball is in China’s court. We await serious offers on
market access and rules-based disciplines that will provide a

~sound basis for the negotiation of an acceptable protocol

package. , : oo

Conclusion

While much work remains, in trade, we have taken some
initial, significant steps forward toward imprcving our bilateral
relatlonshlp, and in helping to establlsh the prlmacy of the rule
of law and 1nternatlonal noyms . o

Despite the problems that -exist, we have a good opportunity
now to move forward to broaden our trade relationship and help
U.S. companies 1o take advantage of China’s enormous commercial
potential. At the same time, we must also contlnue to pursue
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serious initiatives on human rights and non-proliferation.
mist act now -- if we are to see China develop a rules-based

regime.

We expect over the coming year, in accord with the

vigorously and forcefully. ‘ ,

We

pPresident’s pledge, to pursue these mutually compatlble goals
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Hon. Charlene Barshefsky

Deputy U.S. Trade Representative
Office of the U.S. Trade Representative
Winder Building

6001 17th Street, NW

Washington, DC 20506

Dear Ambassador Bérshéfsky: : - ;

Thank you very much for addressing our grotip of chief ;executives 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 well received by our group.’ j
- A

i

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

Sincerely, :

- o

~ I.F. Colling




STEEL MANUFACTURERS
ASSOCIATION

Ambassador Charlene Barshéfsky
- May 3 1995

Introduction

® Jtisa great pleafsuref to speak té you today
about the Administration’s tradé policy.

0 Presment Clinton’s rfrade pohcy is part of
- an economic strategy to keep the American
- dream alive as we move into the 21st
century -- much like the mini-mills have
done over the last couple of decades and
appear positioned to contlnue domg, well
: mto the future. : |

® This Administration is dedicated to policies

which promote capital formation, foster
growth, create jobs and raise standards of
living for working Americans.

N
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® Just as you do, President Clinton
understands that future prosper1ty in the
United States -- for your companies --
depends on the ability to compete and win
in the global economy

® The President understands that expandlng »
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 jobs to exports. These
jobs pay higher wages, on average, than
jobs not related to trade. Every billion
B dollars of exports supports 17 OOO _]ObS

® He unclerstands that with the end of the
Cold War, and the growing 1mportance of
trade to our economy, €Cconomic concerns
- are now as evident in our foreign policy as
strategic, or pohtrcal concerns



® Finally, he understands that our nation’s
economic strength begins at home and that
we must work to glve the Amencan people
the tools to prosper in the new economy --
tools like a decent education, safe streets,
and a government that creates opportumty,
not bureaucracy.

® President Chnton s vision of how we face
today’s challenges has fueled the most
1mportant perlod in trade in U S ‘history.

® In just over two years the Admlmstratlon
~ 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 broadest trade agreement
in history, the Uruguay Round; set the
stage for trade expansion in Asia through
the Asia Pacific Economic Cooperation
forum with the Bogor Declaration; and

I
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| announced creation of a Free Trade Area
of the Americas by 2005 at the hrstorrc
Summit of the Amerrcas

® We conc,luded the largest procurement

agreement in history with the European
Union, 14 agreements with Japan, and an
agreement covering 80 percent of global

~shipbuilding. In addition, this -
Administration completed scores of other
bilateral trade agreements, 1nclud1ng textile
agreements

Future Trade Agenda |

o Our trade agenda 1s now enterrng a new
phase. We characterize our trade agenda
- with three words: 1rnp1ementat10n
enforcement, and expansion. zf




Implementation

® Our first priority is to implement the .
Uruguay Round, and begin building a
World Trade Organization that works as
conceived, with discipline, by consensus,
with all countries living up to the1r »

commitments. -

o We will also continue to implement the
North American Free Trade Agreement.
Mexico’s recent economic troubles have

~ not lessened our commitment to the
- NAFTA. In fact, they has reinforced the
| 1mp0rtance of the agreement. Mexico’s
economic partnership with the Unlted
- States is critical to its recovery : and our
own future prospects for job creatlon

® Chlle $ accession to NAFTA is a h1gh
~ priority for us. We will launch negotlauons
~with Chile by May of this year

g




- Enforcement

- ® We will closely monitor the agreements we
have reached, as well as those negotiated
in previous administrations, to ensure that
other countries live up to thelr |
comm1tments

o This approach characterizes our recent
agreement with China to protect
intellectual property rights, as well as our
negotiations with Japan under the

 Framework agreement. - S

® When countries are not living up to their
commitments we will work to open their
markets using all tools at our disposal.

S




Expansion

‘® The other area of focus in the coming

| months is expansion, that is, to build on
the trade agreements we have reached so

- far, and to open markets further and
expand trade. In particular, we will pursue
“the process started by the Bogor
Declaration, the commitment made in
Indonesia to ehmmate barriers to trade and
investment in Asia, as well as the Free
Trade Area of the Americas.

- ® We are dedicated to moving forward with
these commitments because of the
immense future opportunities for growth
and new job creation 11e in Latm America

~and Asia. r ~ ‘

@ These regions will bécdme the'ﬁumber one
~ and two export markets for the United
States by the year 2010

e




® The Asia Pacific region has the fastest

growth in the world -- three times the rate
of the established industrial countries.
Over the past three decades, Asia’s share

~of the world’s GDP has grown from 8
percent to more than 25 percent. By the
year 2000, the East Asian economies will
form the ]largest market in the world
surpassing Western ]Europe and North
Amemca

® This growth has led to an explosion of

trade with the United States. East Asia is
the number one export market for U.S.
products. US merchandise exports to Asia
have grown nearly 60 percent over the last
five years. U.S. trans-Pacific trade was 50
percent more than our trans-Atlantic trade
in 1992. Our exports to Asia account for
over 2 million jobs in the United States.




- ® One projection shows that Asia, excluding

Japan, will be our largest export market by
-~ the year 2010 arnounting to $24'8 billion.

® Latin America is the second fastest
growing economic region. U.S. exports to
Latin America jumped from $30 billion in
the mid-1980s to over $90 billion in 1994,
creating over 600, 000 new U.S. ]obs

e U.S. exports to Lat1n America now
approxirnate our exports to the ‘European |
Union, and, if trends continue, may reach
$232 billion by 2010, greater than our
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 countries’ imports and often three to
four times as much as a country s next
largest trading partner




o We have a hlStOI‘lC opportumty ‘Not only
an economic opportunity, but a strategic
opportwmty as well. . An opportunity to
lock in economic and political reforms in
developing countries and the former
communist world, through trade
agreements and strong commer01al tles

So it is critical that We move forward with
the commitments we made for trade

~ expansion in Asia and Latin America in
the Bogor Declaration and at the Mlaml
Sumnnt

n Hopefully... certainly... U.S. steel
exports, lead by SMA member companies,
will play an 1mp0rtant role in th1s export

B expansion.

B I cannot leave the subject of ongoing trade
initiatives without saying a word about the
Multilateral Steel Agreement negotlatlons
now 1n their sixth year

10 .
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[ It has become clear that our negotlatlng
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
discipline would benefit all steel producers

by making it easier to make ratlonal |
investment decisions. |

n They say we have to PAY for such an
| agreement with a so-called anti-harassment -
mechanism. All US steel producers, |
1nclud1ng SMA membership, have re]ected
EU proposals for a pre- notlflcmem
for dumping cases. The EU says an
agreement without this type of "early
- warning" would not be balanced

)




B We prefer no agreement to a bad | |
agreement; as long as our tradrng partners’
“key objective is to affect the use of US
trading laws, rather than dlscrplrne in
government support to the steel sector --
which is the root of the problem --an
agreement 1S not l1kely o

Conclusion.

® Trade policy is a little like riding a bike. If
you stop pedaling, you may coast for a
while, but sooner or later you will stop
and fall off. So, despire the numerous
accomplishments, thrs 1S No tlme to rest on
our laurels. i

- ® We must continue to work together to

open markets and expand trade. SMA’s |
_support for NAFTA and Uruguay Round
agreements has been critical in the past @
and I thank you for that. I look forward to
working with you in the future.

12i Co




- Q: What is' the status of the MSA??E

A: This negotiation has been gomg on for SiX
years and has failed to meet two deadlines
for completion. We had hoped that in the
posy-Uruguay Rourg@ase where the

- ground rules are clear, it might be easier
‘to make progress. We outlined a vision of
a_ GATT-plus steel agreement under which
most, if not all subsidies would be banned.

- This type of an agreement would be of
benefit to all steel producers. The EU has
announced repeatedly that it would stop
subsidizing its steel producers - all we
asked was that they pUlt 1t in Wrrtlng

Our trading partners have 1n51sted that this
type of an agreement would be balanced
ONLY if the United States also committed
not to use its trade laws to impede imports
by "harassing" their exporters. |

This is not only an unfortunate term, but




also an unworkable eoncept.~ We believe
our trade laws are fair and transparent;
they were amended to comply with the

‘Uruguay Round and new regulartlons are

- being drafted to implement this. Our

trading partners insistence on further
concessions by the steel mdustry are

unfortunate. Their reluctance to commit Wi

NOT to subsidize steel is also unfortunate
and may well cause trade frrctlon in the
future. - ’

The OECD steel committee continues to be
an appropriate and useful forum for the
discussion of steel trade and policy issues.
Even absent an MSA, this will continue to
be a useful forum where we W1r continue
to press our concerns |

14]




NAFTA TRADE REMEDIES WORKING

GROUPS

Q

A:

What is the approach of the Umted States
to the NAFTA trade remedies (i.e.,

AD/CVD) working groups; what can we

expect to result from these groups"

US agreed to estabhshment of Workmg

- groups in Dec. 1993 with 1ntent10n\hat
~ they be productlve i

At the same time, we' are committed to

maintaining effective AD/CVD Taws in the
US and are well-aware of the sens1t1v1t1es

| that surround these issues.

To assist us, we are seeking input from US

industry in many sectors, including the

- steel sector, concerning your experiences
- 1n North American markets and your

experiences with trade remedy Taws in the
three NAFTA countries. ;

15




® We will have ample 6pportunity in the
coming months to explore with Canada and
- Mexico whether there 18 common ground

for progress.

BACKGROUND

At Canada’s request, the NAFTA trade
‘remedies working groups that were established
in December 1993 have begun work in
“earnest. The mandate of the groups is "to |
seek solutions that reduce the possibility of @ ..
disputes concerning the issues of subsidies, |

‘dumping and the operation of trade remedy

laws regarding such practices.” The group

- were puf on hold during 1994 while the three
countries focused on Uruguay Round
1mplementmg leglslatlon '

A meetmg was held this February in Mex1co
City, with Ira Shapiro and Assistant

Commerce Secretary Susan Esserman leading
the U.S. delegation.. The Parties agreed to a

16 -




work plan containing topics for discussior
the groups. The topics include: the exte
~which the results of the Uruguay Round
agreements alleviated the concerns that led to
establishment of the groups, whether there are
further measures that can be taken to address
trade irritants and promote fair trade, and
possible 1mprovements to the chapter 19
process. ‘

- The next meeting is scheduled for N
‘in Washington, prior to which the Parfies are
expected to circulate discussion papers on

‘topics listed in the work plan. The work plan
calls for subsequent meetings every two |
months. The groups are:to complete their
work by the end of 1995 -

- W. Kane, x56800

17




Corporation for Intémational Trade -

i !

June 12, 1995
| |
Ambassador Charlene Barshefsky : '
Deputy United States Trade Representative
Office of the United States Trade Representatlve
Winder Building 600

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

Dear Ambassador Barshefsky: N o

| - 5
Thank you for taking time out of your schedule to part1c1pate 1n The White House Briefing
for the members of the Greater Des Momes Chamber of Commerce Federation.

The information which you imparted to us was both useful and informative and prov1ded

~ an excellent overview for the remainder 'of our visit to Washington. Especially interesting

were your comments concerning the positive effects of the Clinton Administration's trade

policies on the US economy in general and the economy of Iowa in particular.

Thank you once again for your time. ., » . ‘
Yours sincerely, . i

YV pitesd

Michael A. Krull - i L
Executive Vice President e : ]

MAK:bc : _ L

An affiliate of the Greater Dés Moines Chamber of Commer‘ée Federation

601 Locust St., Suite 100 « ‘Dées Moines, Jowa 50309 « (515) i$6-4979
FAX (515) 286-4974 « Telex Easy Link 62760591 i i

Affiliate office in Moscow, Russia C |




. thing) and WH Public Liaison 'supplied some facts and Clayton
.Parker others. Here’s the questlons that are left that she needs
" a briefing on: - : Y

~if this is vague, her 1nstructlons were also c~
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From: ‘carol Chernish

To: PUNKE MICHAEL, r .
Date: Tuesday, June 6, 1995 12:50 pm -

Subject: A Brleflnq Today

Michael, Charlene asked if you could brief her at 3:15 today on
the follow1ng stuff. She felt that if you didn’t have the

answers, you were good at gettlng them quickly. She’s addressing
the Des Moines Chamber of Commerce at OEOB :at 3:45 (a last-minute]

UR Agriculture accompllshments
US Farm Bill status '
GATT/insurance & financial serv1ces (apparently Iowa is blg on
1nsurance) :
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Draft Remarks of Ambassador Kantor to Ag Broadcasters \@J}L‘@V

‘May 1, 1995

[’ L

| | 1
It won’t surprise you that I w1ll focus my remarks today on g§
1nternatlona1 trade. I want to talk aboéut: ‘Vﬁ Iy

| . {E i %'\Liﬂ
-- how trade fits into our broader forelgn policy goals; @

-- the importance of trade to the U.S. economy,

-- the importance of trade;to farmers;

- -- what this Administratiop has done onfa@ trade; - Vﬁ “fﬁ%}»

Do

-~ and finally, what it means for farm exﬁorts.

. B E . QVKK)—Q /‘;\/\ A
Trade is increasingly central to"our'foreiqn policy. ‘

e During the Cgld War, the United States used trade policy @{ﬁ&ﬁ,:
as part of a stra%eqxwto help rebuild the economies of (fﬁﬁ

Europe and Japan and resist communist expansionism. Duri
that periocd, we often opened our marﬁwt“fowtﬁé preoducts of
the world w1thout obtalnlng comparable commitments from
others. . I

|
B (

e As. the dominant economlc power in the world we could

aﬁﬁanﬁm&gmgp»so. "And as part of a st
Sl MROW! do so. o A :

e Today we face a different situation. We are the world’s
largest economy -- and the largest trading nation. But our
economy, which represented 40% of the world’s output
following.Woxld - represents 20%. Europe and
{gggn rebullt and have become tough competltors. The new
"Ag;ggmgl ers" are 1ncrea51ngly productlve, winning a share
of our market -- withgut ODenlnq theirs equally

y in the Cold War

- & The Unlted States will contlnue to welcome 1nto the Unlted

States the products, services and investment of other
nations. But we will insist that the markets of our trading
partners be open ta.the.products, services and investment of
the United States. We will not longer accept "free riders."
We will demand reciprocity. This—is~a~crttic¢ql ¢hange in

U.Sw..tra olicy -- and a hallmark of the Clintom~
Administration. ,; T

Rt P [

Trade is increasingly imﬁortant to the U.S. economy.
o .

A

e Where our economy was once largely selfr-contained, now we
are increasingly 1nterdependent with the rest of the world.




This

e The
for American workers. Over 11 million workers in this

count
wages,

The value of trade’ lsmnowmequal to 28% of the U.S

s

international economy offers tremendous opportunities

change began decades ago, but has accelerated in recegf@?%b
years.

ry owe their jobs to exports. These- JObS pay higher P

on average, than jobs not related’ to trad Every

billi

3. Trade

e Far
combi
Anmeri
‘U.S.

on dollars of exports supports 17,000 ]ObS VW&}w

is increasingly important to U.S.-agrlculture. - g'¥£6.

mers today face a simple dilemma: Each year, the
nation of hard work and technqlogrcalurnnovatlon make
can farmers more. productive. ~ At the 'same time, the
population is staple.. Unless we find new mar%ets for

Amerl

e Alr

can agriculture -- prlces will fall T 2

eady today -- we_ex o;;“thempnqdugtwgf Qne out of every
farm acres in America. That 1ncludes 67% of our

: three
-<:j‘wheat_
corn,

4, This
farme

e The

broadest trade agreement in history. W1thnthe largest tariff

reduc

47% of our rice, 34% of our soybeans 21% of our

and 38% of our cotton. i :
Administration is commltted to openlng markets for U.Ss.
rs -- in big and small ways. o :

N
Uruguay Round: The Uruguay Round represents the-

tions ever -- its the'equivalent. of" a $1Agmpil}10n

glohal tax cut. It is projected to add $1OO to $200 billion

to U.

oAg

S. output when fully 1mplemented e

is..a.big.winner in the ‘Uruguay. Round‘ For the first

time,
-The R
attac

agriculture will be subject to GATI%WIQdesplpllnes
ound helps level the! p;aylng fleld for U.S...farmers by

g mwsw«

king _the.shhsidies that have given:! our competltlon an

unfai

@

r advantage :‘ ‘ , ‘ ‘

-- Export Subs1d1es.|’The Uruguay Round requireg_export

subgidies to be reduted 36% in termslof budgetary
outlays and 21% by volume within 51x,years

-- Domestic Subs1d1es. The Round requlres 1nternal
farm..pr.ogram tgmhgwgw%m%g; Ozggmiif ‘years.

---U.S. Gets Credit for Past Cuts: Because the U.S.
reduced its farm programs dramatlcally in the ’85 and .
90 farm blllS, wgmggticredlt for cuts already made.

- Market Access* the Uruguay Round requlres all
signatories to convert all nontariff. trade barriers to
tariff eguivalents and then _reduce them by 36% over six
years. This is a blg w1n for U.S. exports

=




s The NAFTA: The temporary decline in Mex1co s purcha51ng
power will affect their purchases in the short term. But
the trends _in Mexico strongly faver U.S, ,ag exporters. The

<<Tmed1an age 1in Mexico 1§ 19.—— compared toﬂ33 in the U.S, --

and Mexico’s population is growing rapldly At the sane
time, Mexico has only about .7 acres of arable land per
person -- compared with 1. 9 in the U 5.

e i ]
¢ The fact remains that NAFTA gives U. S farmers preferred
access to an enormously 1mportantWﬁarket”“”wwmgdtwﬁwtaste of
‘Mexico’s potential before” the peso crisis: . In the first -
. year of NAFTA U.Ss. ag exports reached a record $4.5 billion
. \ ;-- up 25% from the previous year. - Beef: and corn were the
v’ B ggeSETWiTiners.  But other s1gn1f1cawtwmﬁfﬁs were made in
pork, poultry, fresh and’ processed frult,;vegetables and
dTTseed products. ™ Y ,

.
l

e The Example: 'of China -- Openlng Markets

S -

through B11ateral

Negotiations: USTR -- together with USDAJ-— are committed
to tearing down barriers to U.S. ag exports In the past

six weeks, we’ve achieved some. small 7-~but 51gn1f1cant
progress w1th Chlna 3§ i

. In March, I traveled to Beljlng with USDA officials.

During my v1s1t the Chinese agreed to stepped—up
negotlatlons on several 1mportant products.

e Two weeks ago, USDA and USTR negotlators reached new '
.Pprotocols that will allow ‘the export -- for the first time -
- of cherries from Washlngton stateand applesmﬁrgmeregon
and..Jdaho. We also agreed to a tlmellne‘for scientific
tests that we hope will pave the way for the export of
tobacco, stone- frult and Callfornla citrus. * v

P ] S AR
BT !

e These new agreements are examples of the steps we take on
a day to-day basis that make a dlfference for U.S. farmers.

5. We’re seelng the results of our efforts.é

_ & The good news is that the world needs, what Americans grow.
The Department of Agrlculture estimates’ that U.s. exports of
agricultural goods will reach a record level of $48.5 )
billion this year. That's an increase of almost $5 billion
over last year —-- and desplte an expected drop in sales to
Mexico. = : 'f“ -

e With the exceptlon of Mex1co, we expect this year to
expand farm exports td almost every reglon in the world.

¢ We hear a lot of talk about U.s. trade<deflclts I'm

happy to say that U.S. farmers and related industry this

year will create an estimated $20° billion trade surplus --
' : i . b . :




the largest since 1982.

Q&As for Ag Broadcasters

Will you extend the TRQ on Canadian wheat ‘after this fall?

The Joint U.S.-Canada Grains Commission will issue its
report in June. Obviouslyi, the best outcome is for them to
develop a solution acceptable to both sides.

[If pressed:)

s TIf we are unable to flnd an- acceptable solution by
September, I believe the tarlff -rate quotas should stay in
place. o

[If pressed:] f L

¢ We are currently reviewing the legalfdptions available to
us. | T o

. ! oy

Cop

PR
|

How does USTR plan on deallng w1th sub51dlzed qluten imports

1

to the U.S. from the EU? . , ',X

My_office has been consulting with the U;$. wheat gluten
industry, and we were recently visited by, the EU industry.
We are seeking clarification about a number of questlons‘

that have been raised in these dlscu551ons

-
i
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N : EXECUTIVE OFFICE OF THE PRESIDEN’ll
OFFICE OF THE UNITED S’IATES TRADE REPRESE‘\ITAIIVE
WASHINGT ON D.C. 20506 o
A o
1 ‘ :E i

June 6, 1995 ;Tf
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MEMORANDUM FOR AMBASSADOR CHARLENE BARSHEFS

Bk : B
THROUGH: Phylhs Shearer Jones: h ‘ ? o

FROM:  Clayton Pai@

SUBJECT:  Des Moines Chamber of Commerce‘ Address

h
;n

~ Unfortunately, I was unable to come up with- any Des Moines specnﬁc examples of export success
stories. Towa as a whole is extremely concerned with agricultural and processed food trade.
However, the Des Moines Chamber seems to be keen on promotmg the state and the Des Moines
area as being active in a number of non- agrlcultural areas. These mclude financial services such as
in ce, as well as manufacturing industrial. maehmery, consmgppl@_@g,,electnc and -
ele€fronic equipment and scientific measuring.equipment. In light of thlS you may wish to
emphasu:e the following pomts ‘ , , ,[ : ; }5 S
3‘ . o ¥ ; ; . .
° 500,000 people hve in the greater Des Momes area. Accordmg to the Chamber of
- Commerce, the Des Moines metro area has generated 70, OOO new jobs'in the last decade
mcludmg 7,600 new jObS in 1994. | * g

A

Moines is second only to Hartford, Connectlcut in the ‘r of msuranc”‘cempame
‘are headquartered there. (You may WISh to give an update on the GATS negotiations. )

_ Towa as a whole is an active exporter* of electric and eleetrome qulpment ($292 mil ),
N\N scientific and measuring instruments ($155 mil. tran§portat10n equipment ($127 mil),
and chemical products ($109 mil.) : o

L i Y '
of agricultural produdts tp Japan, the Chamber of

. Since Towa exports a nu
Commerce is liable to be concerried-about possible rh{ iation by Japamiin the current auto
and auto parts dispute. - . L \ ‘

Ihope this informatiou is helpful. ' ' L % {ié”i\} ‘Z? -

* *based upon 1993 export figures
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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 o

‘11

Just got put  together that Charlene will address a Des Moines
Chamber of Commerce group Tuesday at 3:45. 1n CEOB. It’s one of a
series put together by White House Public: Affalrs She’s talking
on trade generally and Public Affairs will supply some political |-
info for her talk, but she’s asked for help from your department
regarding exports, record of act1v1ty/growth etc., like Clayton,
et al, put together for a talk she did to'a; Sacramento Cofc group
not long ago-.

Sorry for the short notlce, but it’s short for her, too! It was
to be done by Amb. Lang, but he has to dash 'off to Geneva. c-
Public Liaison just sent over a package. Let me know if you need
to see it. 1It’s a start! c- co :

CC: .PARKER CLAYTON, i':
. o

«




June 5, 1995 i
MEMORANDUM TO AMBASSADOR CHARLENE BARSHEFSKY

FROM: MARILYN YAGER , |
SPECIAL ASSISTANT TO THE PRESIDENT -
OFFICE OF PUBLIC LIAISON ’
il

RE: BRIEFING FOR THE DES‘MOINES CHAMBERTbF COMMERCE

DATE/TiME: Tuesday, June 6
3:45 pm (The briefing begins at 3: 30 pm. ' Feel
free to depart.following your.remarks )
o

o P

LOCATION: Room 450, OEOB ;' o

PURPOSE: To provide a Séﬁior level briéfinq for the Des
Moines Chamber of Commerce on’ key business and
trade issues. .. Sl

Y : ol

 FORMAT:
Welcome/Moderator 5 Marilyn'Xagér

Opening Remarks - ‘ Mark Gearan '

‘ , : ‘ Assistant to the President
Director of! Strategic Plannlng
and Communlcatlons

Finance/Insurance Remarks Undersecretary Frank Newman

Department of Treasury

g
b
!

Trade Remarks | Deputy Ambassador Charlene
‘ Barshefsky, USTR

" Note: 10 - 15 minutes comments
. and then 1f1you could take 5
o minutes of questions and

- comments that would be

helpful.

Regulatory Reform ., . Sally Katzen :

' ~ Admlnlstrator, Office of
Informatlon and Regulatory
Affairs, OMB

i
i
{
!
3
y
i
H
f

BACKGROUND'

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

o
i
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their members of Congress, as well as Administration
officials, to discuss key issues of concern to central Iowa.,

Although the Des Moines Chamber 1argely 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 groups in other states.
Iowa Democrats, however, took a beating in the election last
year, with the result that Senator Tom Harkin is the only
Democrat left representlng Iowa in Congress.

The current Chairman of the Board of the%Greater Des Moines
Chamber of Commerce is Tom Gibson (with .the Iowa Farm
Bureau). The President :and CEO is Michael Reagen, a
longtime Democrat and’ former Secretary of Human Resources
under both Democratié and Republlcan qovernors. One of two
Vice-Chairs is Chuck Johnson, President and CEO of Pioneer
Hy—Bred International, a.stronq Clinton supporter.

This year's trip will focus on the follow1ng themes (from
thelr materials): . ‘1 : i

o ,Central Iowa's continued growth and economic
- development is- depeudent on the Federal government
being a partner with the state and local governments
and the private sector in support of targeted prOJects
in Central Iowa.

o} The Chamber Federation supports efforts to reexamine:

~costly and burdensome federal regulations and to reform

or repeal those regulatlons ‘where p0551b1e

o All roads to the Whlte House lead through Central Iowa.
Iowa's first in the mnation Pres1dent1al Caucuses will
be of greater importance because the delegate séelection
process nationwide has been compressed into the late
winter and early sprlng months, so candidates are
increasingly dependent on their Iowa show1ng.

Praoject 21, the number one initiative by the Des Moines
Chamber, is a project begun in 1993 to develop a long-term
economic planning process to help central Iowa succeed
regionally and compete globally. Project 21 represents a
coalition of 70 local governments, 240 Central Iowa
communities, 14 colleges :and unlver51t1es and 2,000

companies. Pro;ect 21 works to 1mprove ‘our bu51ness climate .

and ‘quality of life. Addltlonal 1nformatlon about Project 21
is attached. A

As is the case in most large agri-business centers,
international trade is an. important issue. 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 trade as well. I have attached several

; Lo
P [




items that the Des Moines Chamber providéd to their members
prior to coming to Washington on the tradé issues.

It is our hope that you w1ll address in, ycur comments:

»E' ]I

o Key Administration trade prlorltles for the coming
yearx. , i :
o Key Administration'acéomplishments;ih the trade area,

with special focus oh%agribusiness"trade.
agrzb=

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

accompllbhments. . D ,'i'

Should you need any addltlonal 1nformatlon, do not he51tate
to call.

i
ATTENDEES: S
List attached. ‘ . f S

l
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