Testimony of Ambassador Charlene Barshefsky
before the Trade Subcommittee of the House Ways anid Means Committee

| Thank. you, Mr. Chalrman and Members

\

am pleased to appear before you tod

h L ww\\\»n‘wf

I appreuate this opportumty to set forth thexdmmlstrauon S
AN

views} on the dire tion Of trade policy. _When I en?éf‘é:‘d*the*ﬁéld

of int}:matiorial tradé\twenty two years ago, trade was ‘reall‘y the
: pfovipce of a relatively few academicé, trade technicians, and a

*relative handful of intereste

|

members of Congress. Those days
A | areylo'ng past. As trade has besome mo;rc:ce‘ntral to opr {
econ(;)miphea}th, it pas undprstan ‘abyly becpme é matter Qf great
impoirtahce to Viﬁually ail mcmbei‘s, 'Co,ngrcés' aﬁd to people
in all }walks of lifé aégfoss oﬁr country. is{Admirllistration, vand

‘any future Administration, bears the responsibility of explaining




“our trade policyclearly and building broad political ‘sulpport for

it. To:;ad\kance_that al, I pledge today to engage---as much as

possible---in what President Truman once called “plain

speaking.”

| No diécu‘ssion of & tradé policy should begin wi‘thout
reafﬁfmmgr our Com:rmtment toa blpartlsan partnershlp w1th

1 ACongress Nfrtradc*pohcycarrutmmﬁyme&%ﬂth@uuhe
, y .

a cornerstone
of our past success ard wi itin T I

pledge to work closely with all members of this Subcommittee -|
o bk k7l
and the full Ways and Means Comrmttee to advance ti’ma&se

expandlg exports and

' & | s e T N
creatiig more and better jobs and opportunities for Americans in

}

' Y _71, v * 5 . e
the workforce today, and-their children who witt-bejoining it in—

1



Trade and the Strength of the U.S. Economy

i : o N

We ‘shtf)uld begin by reCO‘gnizing that our eeonomy is the
"‘Strongest in the world; that expanded trade has played an

important role in buﬂding that strength; and that no conntry in |

‘T""—/

the world is better posmoned to take advantage of the enormous

opportumtlf S presented by a growmg global economy Wﬁj&f,

we are at a unique moment and we need.to se1ze itnow. Our

competitors cannot beat us, but we-can lose if we put ourselves -

on the.sidelines.
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~ As we look toward the next four years, consider our situation:

i

Qur economy 1S the envy of the world. We are in the sixth

year of the current economi’c expansion.ﬂ Over the‘past four

! %”f\b\wf
the G-7jcreated roughly 600,000. Wehavetiedawest

budget defici as-a-percent of GDP g l.theG-_7nat'ions.

Qlfnf combined unemplo and inflation---the so--called
; IS . o
misery index-ﬁga at e lowgst level since 1963.

|

Countries aroufid the world seek %o emulate the “American

|

model.”

We have seen a resurgence in U.S. competitiveness. We

are once again the world’s largest exporter setting historic

i

records i




. :
i

—services;-and-agrieulture. Over the last four years, our
. manufactured exports are up 42%, high technology exports

juﬁlped 45%, service ijexfjorts climbed 26% and farm

exports rose 40%. We are 'thé world’s lérgest producer of

' W@A most competitive rna]or economy in the world m

|

e Our economic expansion has been investment-led, building

- _the foundation for even greater economic strength. In
1995, total business investment in tho US was more than .

- $800 billion. Our indﬁstrial pr'oductioo is u]% nearly 18% in -

gl , . \ \3\@}1

real terms over the 1ast four years. ] apan s production is up
| , AN

5 Eperce:nt and Germany’s has declined by 2 percent over

i




.
this’ period. \Growth ovsf our industrial Céﬁlacitym%h is at

its highes’p level sinqé the 1970'5. We ha}\:le moré | ﬂ
manufécturing jobs th'_an v?e had four ye;{}rs agé. The <
‘inldustrial Midwest has gone through a Virtual renaissance

" of manufacturing and productivity.

Tradépolicy has conuibuted_éigniﬁéantly to yt:he echomic |
strghgth of our ‘cduntry today. From the carlsz weeks of thc |

~ Administration, the Pfesidenf made it élear that we would

' 'compete, not retreat behind walls. We Woulgli not accept fhe'

~ status quo whereby too 0ﬁ¢n our trading pariz%lers took
édvantagé of our open market while maintai‘f?ir.lg closed markets
" at home. We have relen‘tléssly pursued an agénda of opening.

forelgn ma.rkeQand breaklng down fore1gn market barrlers-—;

multilaterally, regionally and bllaterally (&% Ve W‘/Ve/
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We commitfed to work fora system )rhere all trade nations,

developed and "e{eloping, would adhere (0 the same set of

5,

basic rules, and w&have made important strides in that regard -

which gave us and ety predecessors the clsar direction and the @'

tools to/'()pen mark s/around the wOrld_, o

e e et 4

%sﬁdmir'mmgoﬁated over 200 trade agreements,
all designed to advance our economic and trade interests. In the

past four years:




8

We com p!eted the Uruguay Round the iaggpst trade

—— oy

~ agreement in world history, which will add *$1.00-2‘OO |

billion to GDP annually when fully implemented.

© We completed the NAFTA, which increased our exports to

Mexico, and kept Mexican markets opern despite the worst

cconomic crisis in Mexican modern history.

We,\worked tirelessly to break down malfket access barriers

e e

in Japan ic PrESEe of th tra

/\WMM reachmg 24

agreements and i mcreasmg our exports 43% in four years
‘_—_*M
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Weled the world in setting tougher standards for trade with

R

China: batt

B

to open a highly protected market,
negotiating landmasAgreements in intellectual property
and textiles, apd insistin hat China’s accession to the

WTO ocedr only on commercially meaningful terms.

We breathed new life";into APEC ﬁa@mgﬁ\lth\t}ze
M WB spelhng outa long term
vision for free and falr trade, We

WWM culmmatm with the key role played

We have led the multilateral effort in thls 'heinisphefe to
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~ build the Free Trade Area of the Americas (FTAA) by

2005, with concrete progress by 2000,

iSpherg; recognizing the
extraordinary progress of open markets and democracy

thr 1

VWe initiated the effort r'egarding the créatibn of the U.S. -
EU Transatlantw Marketplace We—have%eendwer—kmg

ﬁﬁse}ywﬁh—theprwate—secaﬂmrnmm

We took the lead in combating bribery and corruption in
govemment pfocurement, in r‘esp’ecting core labor
standards, and in pursuing the agenda to make trade and

environmental policies m‘utually,supportive.




* @ We have vigorously enforced our trade laws and

by “B/N“) m@eght 48 trade enforcement actions

e R
E
N4 CaSES, tor

1
&

" Information Technology‘ Agreement (ITA) and the

11

-

agreementgus' g every toof possible and sa ing it clear

s

partners, wi reed) Tithe pasties

“Over the last three months we have eompleted the A~—"

ey,

Agreement on Basic Telecommunications---two far- -

reaching multilateral agreements reducing trade barriers

around the world for OUT.W. The

CSPY 2 . Ve W £ 0y o % £
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We pursued these initiatives because we recognizefl that trade is

12

‘semiconductors, computers, telecommunications equipment

and software. These i dustries vsﬁpport 1.5 million
ménufa@turing jobs and 1.8 millioﬁ relat:ed ser\}ice jobs.
This agreement amourilts‘ t_é_a global tax cut of $5 billion.
The telecommunicatiéns ccord is cxpe¢ted to generéte

approiimately 1 million U. .jobs over the next 10 years .

and save billions of dollars fok the Amériéan consumer.

We estimate the averagc' cost o 'nternational phone calls
will drop by 80 percent -- from $ 1\ per nfiin ute on average to
20 cents per minute over several yegrs. The cost of U.S.

domestic -calls should also fall as the agreement helps raise

investment in the U.S. in competitive t§lecommunications

- networks.
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inereasingly importatnt o ttte future of our nation. Trade 1S now
. equrvalent to nearly 30 percent of GDP up from 13 percent n
1970 Expo ts over the last four years have generated roughly
one quarter of our economic grov_vth. And these are good jobs; | |
they pay 13-16% more thetn rlon trade-related jobs—Ehat’swne |
msmmctsver 68% of the j.()bs créated in the U.S. betWeen
1994-96 pard above the rnedlan ‘wage. Exports support an
| estlmated 11.3 million U. S JObS and over 1. 4 m11hon of these
| jobs_were gener_ated'by increased exports over‘ the last four

 years.

None of this is to suggest that we don’t face challenges and
continuing problems. Many markets around*the world remain
closed to our 'exports and;jto,the extent our trade deficit is the

- result of these barriers, pa;'rtieularly ona bilateral basis, they




u |
“must be reduced. ’Wﬁif'go maﬁy~ Americans ér;a 1éf_t behind in *‘{hé»
currént economic expaﬁsif)n, Withdli‘t the Skilié 'or education ‘to
.beneﬁt from the incfeased épportunitiéé. Neither governmeﬁt
nor the: private sector shoUld rest while that iéj:the case. ,‘ AndI .
recognize that for thdsé Arﬁeric‘ans who have lost jobs because
‘Qf trade or technblogical chang§ or corpQrate*i ﬁowﬁsizing, it is
cold comfort that the overall picture is pdsiti§e.

In considering fhe dir'ection of futuré trade pd'licy, however, we |
need to start by recognizing that our ecoﬁbmj is stronger than it

e e L A
it was ten years ago. <,

was four years ago, and far stronger the

»

None of us should be complacent, but our country’s economic

~.

",
\N

success is no accident. We pyt our government’s market
. ., . B . i
opening efforts behind-our companies, workers and farmers at

precisely the time \y)él they)‘:i‘ivexc at their most competitive.

vd
d

L
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- After years of doubt and soul-searching a,b()uti our country’s
ability to compete, we have together succeéded in defining a

distinctively American partnership to streesegt in a tough global

A Moment of Choﬁc'e;_}‘i‘he Dangeré of Inaction

,Bﬁm#ﬁ%m@m&nt This is not the time for resting on, our

laurels. As we contemplate the next four years in trade, we face

.;;

~avery clear choice.

A m Ur\dm 3 i :;Z.

We can recognigé that theAmerican economy is the model for
| T :

- .

. fv’ ' )
the world, and’continue to open foreign markets and seize the

7 : ) .
initiative when it comes to international competition. We can

/
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recognize the extraordinary Qpportuniﬁes prf:sen'ted by the
growing glo‘bai economy, in wﬁich deve10ping nation's, which
want and need the full ranée Aof} éur manufact;lred goéds, -
s‘ervices and agricﬁltural proaucts, are p'oiseyd; to ‘ﬁ_lel contin'ued'
global grbwth. - We would face up to probiéms as we identify
them together: ‘working tol puf. in placé education, training and
adjustment jpoliéies needed tb help tho\se who are not benefitting
from the new écbnoniy;_a_dvancing gcore lzibof standards and :'_ |
- protecting the enviro‘nment;"\being vigilant t(’.)“ the consequences

- and potential threat of forced technology traﬁsfér%. - But we

————

would be starting from the proposition that we have been

L a—

" basically on the right track, and we should stay fully engaged;
- . o T
- using all our tools, taking advantage ot;\ opportunities that

present themselves as we did when we saw the chance to reach

an [TA.




e

@e can convince ourselves, against the evidence, that we are
on the wrong track. We can choose our course guided by a
picture of economic decline and disinvestment that bears no

- resemblance to what is happening in our country. We can

ignore our trading interests and opportunities around the world,

and let ourselves instead bog down in an endless debate over

short, lose oﬁr m{)mcntum,'abdicate our posiﬁén of strength,
eitherjpermit markets to Stéy closed, or let ofﬁers .seize the
initiative from us and gain préférent_ial fréatmmt. The chqice is
that clear. | o

e by

’ With all we have am“@mphshed—}&-the-pas)four years the-wezld
-

| .ha_s c,o,mmued. to. chan gevm ways%ha{ﬂreﬂrttwallywlmpmtam to

undesstand: We must recogmze the dangers of inaction/' In

- . B j; "‘ T wand fb
amm%}

our relatlons with Mexmo ‘Wecan, in

i




WMERCOSUR (Argentma !‘:)razﬂ Paraguay, Urug uay)téac f\/

Satin
W}F‘ﬂ ambitions tg eErand

ZEERing customs umon

MERCO SUR is the largest economy in La‘un Amenca and
has a GDP of roughly $1 tr11110n and a popula.txon of 200 -
mﬂhon [he . ag HS-a i

| Bohwa PM’M‘R 1S dlscussmg agreements with a

number of Andean countries (Colombia, Venezulafést)) as

well as countries within the Caribbean Basin.  The

MERCOSUR ambition is in part driven by the decades old

vision of a Latin American free trade area, but also hasa

clear strategic objective regarding commer(:lal expansion
and a stronger position in world affairs.
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every regl()n of the World but pamcuiarly As;ta and Latm

S R
I b e et s

Amerlca the two fastest growmg regions of the world, ou# %/ Jf;

'S are pursumg strategic trade pohcles an

ﬂw
Gty (Uashs ouxafW\W W g{@w &

Vit Ya¥sla WA RN A
fo 7 2 - = ' 'l

2

e ol LT i T il A o S e e L A4 (A3 4 - Ve 3
N W Gl e = DTS v“ru- Eiz VYL e s < ACTS.

 The EU has begun a process aimed at reaching a free trade

agreement with MERCOSUR,.t % ldrgest ma ket jn\Latin

'of genting, Brazil, Paraghdy, ahd

I'IC NCON rl @
Q ] l. . )

bPovef $htriflion Theyhave&m\

concluded a framework agreement w1th Chile that is set up

* to lead to a free trade agreement. The President of France,
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- just in the region, said wf%ﬂﬁﬁ%&?ﬁe@o%ﬁ@ns
=== : - B

—

: W WaP Latin America’s “essential economic interests...

lie not with the United States but with Europe.” Presifen

»

° China has té,rgeted MeXiCO, Argentina,«Brazil, Chile and

Venezuela as “strategic priorities” in Latin America—€hima—

———wants-to-ephance-commereial ties-and ensure that key Latin
countries are receptive to its broader glt‘)bal agenda as a

* rising power, both in the WTO and othér W '.

<

number of trips to

vleadership hasjunde‘rtake n unprecedented

€rica in that last two years, and

Latin America is its sécond fastest growing export market.
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® | Japan has undertaken h1gh Ievel eff()rts throughout Asia
S " Uw\%«r Y ol \&m

- commgreial ties and a greater Japanese commercial

- pregence in all respects.

ASEAN is forming a free Southeast Asian trade area that
will Vinclu'de 400 million people and some of the fastest
growing economies in the world. It is a region where -

China, Japan, Korea and the EU are focusihg competitive

energies. JIn

/inxmé\ HobAl Argemma S Pres1dent Menem

recently suggested a MERCOSUR '—ASEAN free trade area




! -
an agreement %"VWMW@S\S\‘ ovw@ﬁﬁ%n. |
(A S o

people.
° @igs__wﬁhin.th%s%femmphere are eq;uﬁ’lfymfessixe.—\/'

Mexico wants to be the commercial hub between North and
- South America, bst-adseserve as a venue in which to enter

North, Central and South America frorﬁ Asia and Eur()p'e.

It is jointly 'pursuing a free trade area with Europe and is

have\)ie\]-

It has r¢ached trade agreements with -

Colombia, Venezuela, and Costa Rica and is negotiating
with Honduras, El Salvador and Nicaragua. It has initiated

talks with MERCOSUR.
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Chile has a similar strategy. It has concluded agreements

with MERCOSUR, Mexico, Colo{mb‘ia, Venezuela and

Ecuador. It intends to start similar négotiations with
Centrél America and hias ‘an'eye*toward eggreements with
. Asia. Japan is its largest export market, but Chile sees
itself as a bridge from MERCOSUR to Asia and back, and
is positioning itself with its MERCOSUR neighbors for
e G

that purpose. It has also struck as agreement-with Canada

N
that includes a range of market O‘pening'élements.

In the Asia-Pacific region, competition comes from many

sourcesg e

M—W is

. the most intense. Japan has been ahead 6f the U.S. in East

Asia in terms of corporate presence, and especiallyy .




Korean chaebols have likewise pursued'éifn aggressive

strategy to both invest)an‘d attain market share in dynamic
East Asian economies, ranging from textiles to steel to

autos.

The countries of Southeast Asia, some of the most dynamic

VVVVV E ™

economies in the world, are integrating through‘@s

ASEAN Free Trade Area The mtegrauon gives other
ASEAN countries access in some key areas ‘where U.S.

exporters would otherw1se have an advantage such as in

agrxcultural products pa@(fah}wsed\f@nd/pr{(ﬁﬁs




e
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( Ninety five percent of the world S CONSUMErs hve out51de our

‘ boundaries, and 85 percent of them reside in developing

. These are the large growt regiohsMyemtfﬁe‘

> world-imported-over-$Aritiomin manufactured

countries

oMb wa v S %

~ The infrastructure m

Our abiﬁty to create jobs and sustain our living standard in the

———

- next century‘will'depend,‘in no small part, on how. successful we

are, relative to our competitors, in embracing, the trade

opportunities offered by these emerging markets. We should not
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$20 million in costs (duties) relative

25

 be indifferent to currents that can be identiﬁéd sihiply by

_reading the newspapers. In my view, we havé all the talents
needed to Co‘mpétev éuccessﬁlily; Bm 6ﬁr comﬁetitors are
determined, '.sophist'icated; strategic and focussed. Many U.S.
firms are al‘r‘éady seeiﬁg evidence that their c‘;émpetitors are
engage‘d in wan.intensive. effort to rework the 'I%ules éf these

dynamic marketplaces to the'ir advantage.

Canada reachedh\a comprehené‘,ive trade agreement with Chile

ile’s 11% across-the-board tariff starting

that will eliminate
’ )

this year. N orthern Tele om recently won a nearly SZOO million

telecommunications equipment contract over U.S. companies in

part because to buy from a U.S. oducer méant an additional

' ,V - 7 e
'
( T
M

. Mrécent example illustrates the dangers. In November 1996

purchasing from Canada.
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We héve done\nuch 0 1e§el the playihg ﬁeldm the paét four
yearé, but in this ¢ | ' Vmg oﬁ the éiéeiines, spotting
C'a‘madian competitors\an 1 % price advaniage every Vtime‘we
tc‘ompete in the Chiiea Market. We Will suffer that handicap

- again and again, 1 country alier country, if i&{e do not stay in the

game of openipg ma;rkets for our ompames and workers

J{t\’\‘A $ WG \)\k(}\a 6\,‘\“\ J\U,
] ‘Lookmg at this sobering pattern, we need to reafﬁrm the

commitment of the President in 1993, to “compete, not retreat.”

Our Glolbai Tradimg Agenﬂa
PO | )

(P )%W‘ «
Q/\/\Q}\\\(N N S an

pt g

1

)\Our trade p()hcy must be drlven by twg@g@rs (ﬁ:r emphasis on

building pros'perity at home «through the expansion of our export™

e
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and trade opportunltles bullt on a strong foundahon oi

()

reeiproeity‘ as we proceed; and ensuring we are strategieally well

posmoned in the world to advance eur ee0n0m19and trade tal/dCiGW""
PR NJWW\ MUY
interests( through a growing number of enduring trade |

il

arrangements art1e culg ly where those arrangements put us at |

the center of activity. The(;ﬁ'mmple of our tmd\ pohcy must be

to support U.S. prosperlty U.S. ]ObS and the health of U.S.

_companles %Wéaxmrgj%@hmﬁ L | WW/

{M
Wz wrv | »p@ V\Wﬂg«\( {ﬁ; NYAUN ‘M et ‘W*\
V14 e, S Pale 6 et do g e

Given the evidence of concerted efforts by our competltors to

wﬂl Y MW\M RALS \m/\’\JUU

1mpr0ve their position, around the World we need to respond . L“(m?d

~ with our most effective and strategieally powjerful trade policy.
We need to position ourselves as the most irnportant player in-
the global constellation of trade activity now and into the future.

‘We need to be positioned to play a eatalytic; fole in all key |

i
N
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fi

regions of the world. We must utilize the full'range of our tools
of‘leverage on the trade front while at the same time continue to

enforce our trade laws and agreements vigorously.

|

There are some who believe that simply opening markets on a

global scale is the be—all-aﬁdAGnd-all, no ﬁlattér how it is done or

no matter who benefits. I subscribe to a difféfent view. Itis

imperative that we open markets in a manner consistent with the

rules of the WTO, but we must make sure Americans benefit

m
i

directly from this process, and to do that Americans must drive

the rules of the n‘ew global landscape and the opening of

markets. There is simply no other way to p’rt}tect our jobs, our

vital trading interests or our global 1eadcrship‘0ﬁ=§eée.

In the next four years, the Administration believes we should
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keep on opening foreign markets, and breaking down foreign

trade bamers.mm this for our own e}?r‘t\
p¢rformance, fof our pwn jobs and for own pfo' peri '

nts. );Ve will contis ue to use multilatel system, |

. — '
W. ided receht evidenve of just yh‘of. myich can be )
<o lis ldmﬂhww WG cannot fully
confront the competiti.ve c’hallenges we féce or opeh the‘ majot
emerging rna;rkets around the world w1th0ut an aggressrve

VW\AWW "'I

remproc:lty-based push on thetregional and bllateral fronts
Q{‘ b gyl > =
VIR b~ v

Multilateral Efforts

~ Within four years, major WTO negotiations will occur in-several
' ’ i
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areas where the United States is a top global competitor:

‘agriculture, services, and the rules for intellectual property

i

rights. This year we will be fesuming WTO negotiations on
financial services, a-sectorwhere-U-S.-—companies-exe€l. Atthe
e _ . . A . . »

el ot ) |
We will commue &r-la@@i&far sectoral opportunltles to benefit

‘U.S. exporters to build on the SUCCESSES We have had in recent

months. -

Building oo}_ the positive outcome of the negétaitions on the ITA

and telecommunisations, we are turning oulf attention to the
WTO financial services\aegotiations which resume in April. We

are committed to achieving a\xmeaningful and comprehensive

agrcemént by the end of the*yealf. arlier efforts ‘to reach
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- agreement we ¢ not successful due to inadeqi&ate offers by key |
countries. To sucgessfully conclude these neg0taitions this year,

our trading partners 1

ﬁst signﬁcantly impro:({fe their
commitments based on the GATS principles; of markef access,
national treatment: and MF \ However, Wlth the precedent that
| hashow been established in the elecommuﬁfications agreement,
we hepé to see improved offers in t ﬁnan{:ial services talks.

| Negoﬁaﬁons t§ rtheropen thé $526 Billid_r_; global agriculture

market are to be in iatéd in 1999. While thﬁef Uruguay Round

reduced some of the mpst difficult barriers to agricultura] trade,

helping us to attain a record level of agricultj;ural 'exports' in
1996, our work is far from dope. Removiné agricultural

barriers wherever they exist is one of our highe,st priorities of the |

next four years, so follow-on negotiations in the WTO are




N w
extremely i:mporta\fnf . We will work hard with our allies on this -

-

issue to move ahead.

P
L

Services i‘ll\&%otiatiané to expand this $1.2 trillion glabal market -

- where U.S. fims exported morc than $220 Eﬁllionin 1996
(est.) with a Surp s of $74 billion -- are to stfzu't in January 2000.
The trade related int lecfual propérty righfs (TR [Ps) agreement |
| Which p’rotga(:ts, for exam le, tﬁe intéreéts of vf‘;ast-gro%?\;fing U.S.
copyright industries eprfti g oﬂfer $400 billion a year, is to be
re{/iewed, with keyélemeﬁts ex .mined beginﬁing before then.
We must do éverﬁhiﬁg possivble to'expand vocpportlinitiesi{ for

such vibrant industries. | g

The “built-in agenda” from the Uruguay Round provides other.

. opvportunities to open foreign markets. In a world trading

o
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- environment increasingly less characterized by traditional tariff

barriers, the built-in agenda is in many respects aimed at

clearing awéy the impediments left by non-tariff barriers —be

>

they deliberate or the unintended consequence of bureaucracy

and inefficiency.

we Wil bg raweiYy

e For example th&mlesgm*emmg techmcal bamers to tfadf:)

sanitary and phytosahitary rulesJ affaclmg_tm@

agricultural go

s will be reviewed by fanuary of next year.
These reviews will play~an impefiant role in our broader
efforts to ensure that the‘development and application of

product standardg4nd environmental, health and safety
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- regulations arg technically ustified and do not serve as

disguised protectibgist measures.

- . MWMM&“ pre-shipment inspection -

. J\@él import licensing procedures c make a big difference -

A




g

barriers throu

‘ cvorlnplieted‘b 'July 1998. ‘

- tariff. For those

- predict costyand conduct business. - .-

35 .

ent imspe:c:tir n'and import ~licejﬁsing to
compensate for nc zfde:vel.opéd domes‘;iﬁc customs
admihié;trations can so V_etimes result m um ilstiﬁed trade
commercia nceftaint)z; and cdrmptioﬁ.

o
[

glﬁﬁs\%r harm01lizigﬁg the 1"ulesjf6&;fdbt§m&niﬂ§’f}w\f

originl (nternationally tradec productsf are also due to be

A armOnizaf;ion agréément will‘ |
significantly enance copmercial predictability and will
reduce; thé ability of g Nernments to ﬁf%nipulate origin -
rules as a meaﬁs of “ eclassifying”‘productsundler a‘higher
J'S. i dustriés which source their parts
and -compénént from arQ nd the world for pr(‘jduction in

various countries, these ruley are critical to their ability to
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£ WTO rules-on government

- procure

———

ititate t-S7efforts-to-improve our

access to the lucrativg infrastructure projects now planned

or under way in the fapid ywgrowing regions of the world.

'We estimate that Asia alone willprovide opportunities for

1

up to $1frillion in business for such projects over the next

decade.

wWeell
° S Wil or_broader-a leafe—r«r@puﬂmg_oj - |
| | o AOWMM\V) n g Ao MQ}\\ WA -
— state trading activities(w [ead to—a-betier :

~understanding o1 the Tetationships-betweeh-state trading

enterprises (STEs) and govemm {ts aﬂd of the types of -

acti}ifl:ies in which STEs epgage. Due to our concerns

'




a}\}vaysj we are settiﬁg high stémdards for

S
!

accession in terls of adherence to the rules and market access.

Accessions offer an opportunity to help ground new economies

~ Administration believes that it is in oﬂr‘ inter‘est that China

“become a member of the W{O; however, wé have been steadfast
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While China’s :&ceséioni has ’attmcted far more attention, the
United States takes. very Opportﬁnity to pursile Aaneﬁcan
interesté Wit'h‘t'h‘.e 28 a pl‘i"cants that are nowéeeki:ng WTO

| membership, and to give eadéréhip to the prbcess. Russiefs |
WTO acces:sidn could play. ;crucial part in C;oniﬁrming and
assuring Russia’s transition to\a market ecoﬂiomya govemed’by |
| the rule‘s of law and international\trade. ‘DiééUSS‘ions 50 vfar‘gon |
Russia’s accession, while still at an Varly sta}:g'e, have beyenvq‘hite

positive and we look for more progress. We are excited about

§

the prospects of the accession of many oithe former Soviet
Republics, and the;Balt,ic States. Others, li Saudi Arabia and

Vietnam, are also becoming more active.

Within the Organization for Economic Coo’faeration' and

Development, we are in active negotiations over the Multilateral |.

[




i
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o

3%

- Agreement on Investment to ensure equitable and fair treatment

for U.S. investors. In both this forum and the WTO, we are

i

also actively engaged in negotiations on bribery and corruption,
competition policy and transparéncy in gOVeﬁnment

procurement.

K _
_ Regional Efforts

g
Latin America and the Caribbean were the feistest growing

market for U.S. exports in 1996. If trends continue, it will

exceed the EU aé a destination fér U.S. éxpérts by the yeﬂar. | )
2000; and e:xcéed' Jépan ahd:the EU cembi‘né:d V.by‘th(: year 2010.
It is also fhe sebond fastest g’rowing régiqg 1h the world; having
transformed itéelf over the 1ast Aecaide in arrilanner unnoticed by
'. some, but with profound pOéitive imp]icati(‘)?ls fof the Unitéd o
g

'
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S’[&t@& T he Admimstration recognizes the eh%)rmoﬁs |
opportunity 'ton‘b.u.iljd on this}l historic transfortﬁation.

With regard:s the regional ;agénda, thé-Uniteéll States 1s
-committed not only to conglﬁding the FTAA ‘:bvy 2005, but also
to concreté ]progréss by 200’, AMay 199 enispheric :r de

Mifiisterial meeting is to/detetmine{hew and\when these critical

l .

n g@tiation(; will 'be launched, and a-'S\on',f unynit of the

n¢gotiating phase of the FTAA and beljeve that the second

ummit of the Ainqéricas set\for March (1998 in Santiago is the

R
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Chﬂe mgur ﬁr%t)/step in the}ﬁw process. The region views
v L A :

| Hut S
what we do with Chile as a litmus test for éjﬁr plans forthe—
@ Ch e 1Slp symbohc of the opportumtles in the regxon and

the region’s rising W 81gmﬁcance to our longer term

uh’\ﬂ/ﬂ/@y\f o ) |
economlcl\lrlterests;/g .S. exports to CI »a;tea up 148 percent

I

i

‘sifice 1990. Chile j

Jeading reformer in Latin Amerig

s in the edpnomic interests of the U.S/to ensure

At the same time, and with building the FTAA very much in
mind, the Administration remains committéﬂ to Caribbean Basin

Trade Enhancement and will be wbrking Wlth the Congress on

~ legislation to accomplish this objective:
iswital region with the,

1o be full participé;‘gnt in the FTAA




effort while at the same timg

Wmost elleetnﬁgols |

| possible to ELSslst\them i this effort

' . 4

The Asia Pacific region is enormous in its scope and has major

implications for the future of the United S‘ta.ties inlmany ways.
It contains the l‘ast'est growing eeonomles in-;.;‘the world, largely
| emerging economies with alotal population,; '?nearlng 3 billion
| _people. Within the Asia ?‘Pnoiﬁ:o E'c‘onomic .'Cifooperation (APEC) |
 forum, we‘esl:imate thaf reaeliing the goal of, openk markets would

increase U.S. goods exports alone by 27 percent annually, or

| almost $50 bllllOI’l a year. Momspec;ﬁcallﬂrﬁﬁﬁsembarked

SN\ Sectoral

_technalogiésn AdNitjou, As a step towards the ultimate APEC
S
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goal, market-opening agreements with key eébﬂomiss (or key

i

sectors) of the Asmn Pamﬁc rim would prowde U.S. exporters
.

with a strategic advantage MNVS\Q(yﬁpW\}M\mgm*‘

It would also provide the Umted States with a strong economic

Tat am@\f\ﬂ é“yf Wl Nf\ yvxlg\ﬁ@yﬁo‘

anchor in Asia, akey Step in 1 cgtonburs

|

With Europe, our focus will be on non-tariff barriers which

continue to impede transatlantic commerce, most particularly

regulatory barriers and a variety of agricultural impediments.

<

merchandise exports

o
il

proxima:telly half of our $126 billion

Jwe‘i}g
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%

complete Mutual Rec’ognitiﬁon Agreements (MRA,S)‘to eliminate

4

redundant testing\between the United " tates and the EU. The -

areas under discussion include tefecommunications, electronics,

k]

iicals and recrea@ionalhcraﬁ. At the

medical devices, pharmak

same time, we will be st

+ 1

S
H

Africa is a region rich in resources and potential, which we
should engage with determination to ensure;its effective and

sustainable development and democratic governance.\We

- Adminjstyation’s trade and developmeny/policies.for Sub-
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SaharaﬂMica. There is an urgent need to integrate Sub-

AN

~ Saharan Africa ins

o
|

the internatipfal trading system. We also

~ believe the achievement™af #his goal lies in African countries
reforming their own ecbnomies and in our encouraging this

process.. -

We recognize that certain problems can only be addressed
effectively, and with a degree of specificity necessary, ona .

bilateral basis. Thus, we will continue to bef engaged in bilateral

market opening efforts with virtually every'\éountry in which we

have a tradmg relatlonshlp from J apan

WMWW to Canadaeﬁ} 47) /Qﬂ
/eepyug}mw (M(rgeﬂt‘\a\m(pa\taQ@ to Korea on/é\m)\/ \

I 9.

2

I
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She am here shouid be no

1

e T i

misunderstanding. Now, as in the past, market access in many
- cases will only occur thi‘ough ihténse bilaterél efforts. Thls | |

* inciudés the intense scrutiny 'n‘ecéssary undc’ri our enforcement

capacity. | | . o .

The Importance of Fast Track Authority -

i wl

Sy
i

- Wecan pursue portions of our agenda with 6ur existing tools.
But, to seize the opportlinities in the global éconofny and to
fully meet the competition, th:é President ne%ds a new grént of
trade agreement implementing aufhority, or 'fast 'track; Fast
track is a key component of 'oﬁr trade arsenzji?li. For that reason,

- the President has emphasized the importanéé‘ of renewing trade

agreement implementation authority and ha‘s{ instructed me to

w’ 54
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work with members of both Houses and both?pa’rties to forge a

strong and workable grant of fast track authdéity,

Clearly, this should not be a matter of party or pohtics. Every
President since President Ford has had fast'ﬁf‘:atck authority for
key periods. For over 60 years, reacting to the lessons of the

Smoot-Hawley tariff, America has led the 'efgon to open foreign |

petcent among ndustrial nations. Today - éifter ecades bf

bipartisan Anferican leadership, - global tariffs dre closer to 5

- | percent and ptill declining with the Uruguay Rlound phase-in,

and we haye set the rules for bringing do 5»fmany nontariff

Msistent market opening has led to a period of

e

~ increased global commerce unprecedented 1ﬁ world history. It

\barriers

1@
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has created “enormous oppoﬁunities for our ﬁ::;émpaﬁies and

Workefs,' provided a seedbed for democracy :ailbroad and hé{lped -

further greater stability in a still uncertain Wgrid. We should not
, B 4

turﬁ our back on that pattem‘ of leadership,’ which continues as

- recently as thé completion of the lITA and thé

telecommunications pact.

There 1s no substitute for our ébility to implément

comprehensive trade agreements. The absence of agreed

procedural authority ?&N\)’\M} is the single most important factor

limiting our capacity at this time to open markets and expand

——

American exports and trade opportun'ities inithe new global

| economy. Such authority is a prerequisite to U.S. negotiating

¥

credibility and success on major trade fro,nt'sf.
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/ Fast Track and NAFTA in Context .

s p s

Mr. Chairman, let me spend a moment-discussingNAEFA

N a s 9 3
A AaaVHNal 3 X T BN ade AYLINA
fmportant-to-puttrtne-rigpt-context

5
i
:i

J

{

I

There is no question that many important 1ssues characterizé our
relationship with ‘Mexico; treide% drugs,‘ immi?gration, erker
welfare énd t'he' envifonrﬁént? t(; name a few. Those issues

~ existed before we negotiated NAF TA and théy will exist in th‘e
future. Mexico is a develépihg country Witlitwhich we éﬁme é

huge border. It is inescapable that issues of ‘téh'is\ ¢ will be part
of our bilateral agenda for ‘so'me time. NAF F A is not - and
cannot be - the full, long-term solution to prf(}i)blems we may

encounter, but by keeping-Mexico on the paﬁjh to prosperity
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through market reforms, it can be a part of the solution.

. !
o
I

gﬁ\i Mr. Chairman, the fast track debate is and should be about our

\

ability to ﬂconduc‘t a global trade policy - and lito advance our

]

B global trade interests. Many- of the issues in jche Mexico debate

relate to our shared and unique border. Theji do not address the

need to seize the trillions of dollars in glob~al‘% infrastructure
i : ;

opportunities in Asia to be created in the next decade. They do

not give us the tools to continue cutting Eufépean agricultural

subsidies. They do not help ‘us respond to pfeferehtial trading‘
o N

relationships, or exclusionary practices that;liimit the United

- States. We must focus on the challenges of‘tomorrow.

i
. - : il . .
Our competitors would like nothing better than for us to sideline

i

ourselves, debaﬁhg NAFTA and our rela’tioﬁship with Mexico

f 4
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for several more years while they move ahead. It would be a
serious, self-inflicted wound. America is poised to seize great
opportunities. Our competitors cannot beat us; we can only lose

i
W

by removing ourselves.- ‘I

Trade, Labor and Environment -

‘Similarly, we can no longer allow our disagreements over the
felationship between trade, labor standards and environmental
protection to prevent us from granting the Président fast track
authority. We simply have to forge a consensus g#this subject

- which eluded us in 1994 and 1995. I have been consulting
broadly with members of Congress,'businessg labor and

environmental groups, and will continue to do so. I do not

1 .

intend to put forward a Spéciﬁc formulation today, but wanted to
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Share several thoughts in this area.
It is i.mp()rta]jt to reCOgnize that é‘commitmer;{t to protec_tion of
core labor st:andardé and their relationship to gcfade, lis not new,
nor 1s it unique to the United States. The intémational
commitment to address this issue goes back ais far as the Héva,na
CAharter, whiéh was the effort to establish thé :Intemationai TradeA |
,.Organ‘i,zatiori aftéf World War IIj. ‘. .We were gratiﬁed that at the
WTO Ministerial in Singapore; tb%%img—effheﬂaﬁm
Verworld acknowledged, for 'thé ﬁfst timAetin a Méinisterial
declaration, the importance of core labor stan‘;lar%m »
although wé fought for stronger s.teps.r ‘A-dvarflcing worker rights

and labor standards is in our national interest and it is consistent

i

with our deepest national Vall'ms;‘ | i
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Making environmental and trade policy mut&ialiy supportive,
although a somewhat neWer public policy phénomenon ona

- global scale, similarly enj‘oysjsvtrong support ii%n our country, ahd

internationa]ly. The 159:92 Rio ’Sustaiﬁ?able I)ié:%lopment

Summit, the 1994 Summit of the Americas, 'e@x%ﬂd‘()ngoing work in
- the WTO all reflect an international cammitrﬁem to the
o P 4 -

importance of making these policy areas mutually Suppdmive.

[N

LB
|
i

'

~ In my view, the challenge is how to maximize progress in three

areas which are of major importance to us: expanded market
access, advancing worker rights and core labor standards, and
. g S : o El o

- promoting environmental protection and sus’t?,inable |

developmen’t. We are committed.to W %rategy of p'urs@

our goals and mamtammg ﬂex1b111ty rather than pretendlng that

Y

1
one prescrlptlon Would fit all countries or all cases. Based on

. N I,
. S

/

- !

, .

i

;

R
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my experience over these past four years, [ think there is no

substitute for building a consensus at home Hehind a strategy to

advance our objectwes on core 1ab0r standards and

'enwronmental protection. [am also @ﬁ&that we will not

convince other nations to improve their 1abor st ndards or
’ : ﬂ& WAl 4? 4 fM = ‘ «
enwmnmental protectm%gng the Presment the ability to -

negotiate trade agreements with them. We \i?ill, however, |
| 7

cripple our own export performance and lose jobs at home.

4
I
o
ki
!
u

Conclusion |

]
President Kennedy once described himself aés “an idealist
without illusions.” I think that description captures well
- President Clinton’s approach to trade. He, and those who work

for him, genuinely believe that expanded trade can contribute to
A , . - . o 54 ,

i
.

;
,‘|
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our prosperity, and to those around the world, particularly in the

developing world where poverty is still widespread. But we |

have no iﬂusion‘s about the challenges ahead:' Everyv trade

barrier facing us is there for a reason: economic, political,

o~

‘bureaucratic, cultural. Some only want to export and not

import. The competition around the world vg\‘fﬂl continue to be

1
i

intense. We have reasons to be confident, but only if we forge a

domestic consensus that allows us to move ahead. We need to

get down to business. The hard work of the past four years -
— T ‘ .

gives us only the opportunity to do the hard f.éwork of

four.




Draft of Remarks by !

'USTR Charlene Barshefsky. |

‘ - before the , 1

‘ . ITIC First Annual Awards Banquet |
,r - March 19,1997 -

Thank you, David [Erwin], and I would also like to thank Rhett Dawson

and the members of ITIC. I am very grateful and hononj,d to receive the

i

3

i
!

first annual David Packard Award. $
- | y

~ There are many, many people -- from President Clint@t} to our team at

- USTR to leaders in the IT industry - who deserve cre;dif fpr_what we have
o

!

accomplished in trade over the last few years.

What we have tried to do with trade policy, in one sense, is follow in the

legacy ¢f David Packard. N

!
¥
N

“He had a clear vision. He believed that trade could be a force for stability,

prosperity, and peace. He believed that business and g{f)vemment could

:
|




- do.

i

work hand-in-hand to resolve problems and open markets.;And he believed

that America’s interests abroad should be articulated cleatgly and defended

forcefully.

.

Hewlett-Packard,

piegés of advice:

* In that spirit, I would like to talk to you about the better tljings we hobc to.

!

!
2
|
!

Our recent efforts, as you know, have gone toward encouraging and
stimulating trade in the new infrastructure of the :vgrorld economy:

information technology and telecomfnunit;ations. Tﬁe ITA and the

£
i
il

Telecommunications Agreement are far-reaching multilateral agreements

i

BN




;

 that will reduce trade barriers around the world for our most competitive

industries into the 21st century.

‘The Information Technology Agreement by the year 20:00 Wiil virtually

Y

‘eliminate tariffs on all information technology proki;ucts, including
semiconductors, computer hardware, software, and related components.

Ihese tariff reductions will amount to a $5 billion annual tax cut for the IT
_ S

industry.

The Telecommunications Agreemént breaks a 60—}{@3ar tradition of

: H
. e C Ry .

telecommunications monopolies and closed markets, and replaces it with

the principles of open markets. B :

|
!
|
i
;
i
;

5

i

. - ‘ . !

: . . . EI
iy

il

|

Together these agreements accomplish several thing$ Qat once:

o they capitalize on America’s preeminence in high{-tech industry;
o _ ; ' :
. - . - “ . -
o they increase our presence in the Asia-Pacific and Latin America,
) . oo

E
i
i
f ii
. ,E
|

i
P
H
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the two fastest-growing markets in the world; ~ *

o they use the force of competition to stimulate dormant
' ‘ S
- - '!
economies; - !
> ° N ‘!

| | I
o and, over the long run, they underscore the pow.ef;;?* of the free

‘z|

v : : g ‘
exchange of ideas and information, the ideas inherent in

|

. . | ¥

democratic society. , ii
i

The common denominator in these efforts is American leadership.

!

Time and time again, we have seen that other nations will not move, issues

will not be resolved, and agreements will not be signed d

unless the United
States is there to lead. Our leadership in trade affects more than American

j
L

eﬁcports; it affects the‘,ent‘ire world of trade.

( : ~ i S
o ; : . W
The continuing strength of American trade policy, however, rests on
\ | | ] |
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the suppdrt’ of the American people. This,v_frankly, is éiwhere we need
‘ , i

your help and the help of the IT industry. The compaﬁ:ies represented

by ITIC alone represént 1.5 million employees. We 'nei:ed all that help

o

—-and more to build a consensus for further progress mz;free trade.

"
]
i
!
.

Our economy is stronger than it was four years ago, '{and far stronger
. . :‘ i N

than it was 10 years ago. We put our government’s markc;'[ opening efforts
behind our companies, workers, and farmers at ;:;reciselﬂlf the time when

they‘ were at th'é.ir most competitive. After years of E(Eioubt and soul-

! : . . i

searching about our country’s ability to compete, W%‘: have together
' ' o
succeeded in defining -a distinctively American partnership to win in a

4

[ .
b
K
H r] .
+

¢
N

tough global economy. ;
i

;:
o
.

' . L .
But as we conteimplate the next four yearsin trade, we tl"ace a very clear

- choice. The choice is this:
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We can recognize that the American economy is the model for the world,

and continue to cpen foreign markets and seize the initiative when it comes

to international competition. We can recognize thF extraordinary

opportunities presented by the growing global economy, "in which
developing nations that want and need the full range of _(%ur manufactured
' | i

i

goods, services, and agricultural products are poised to fuel continued

- global growth.

i
i
]
N
/|
y
j

!
i

We can Afeiée up problems as we identify them together: Zvw:)rkirig to puf in

[
i

place education, training, and adjustment policies needed ::to help those who

are not benefitting from the new economy; advancing ch;re labor standards
and protecting the environment; being vigilant to the ¢onsequences and

potential threat of forced technoiogy transfer. !

i

In short, we can start from the proposition that we have;jbeen basically on

the fight track, and we should stay fully engaged, using a‘ll our tools, taking

1
!

-
|
I
]
]
|
i
T
|

B
i
I
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| )
advantage of all the opportunities that present themselvesl{ as we did when

i
T
1

1

!‘

f

we saw the chance to reach an ITA.

Or, we can convince ourselves -- against the evidence -- that we are on the

~wrong track: We can choose our course guided by a picture of economic
|

decline and disinvestment that bears no resemblance to w(hat“is happening’

‘ S R | Lo
in our country. We can ignore our trading interests  and opportunities
| o o
around the world, and let ourselves instead bog down in an endless debate
over NAFTA, but primarily our relations with Mexico. 'We can lose our

momentum, abdicate our position-of strength, and either «éennit markets to
stay closed or let others seize the initiative from us andg gain preferential

o
)

treatment. The choice is that clear.

i

‘We must recoghnize the dangers of inaction‘ In every reggion of the world,

T

but partlcularly Asm and Latin Amenca, the two fastest growmg regions in

the world governments  are pursuing - strategic tralde pohmes and

I
1
i

7 'I

i

|
|
|
i
7
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preferential trade arrangements, forming relations around us rather than

)
with us. In short, in this post-Cold War global economy, countries are

creating new exclusive trade alliances to the potential dfetriment of US.

prosperity and U.S. leadership. | )

Given the evidence of concerted efforts by our compe_t:i'tors to improve

,4

their positioh around the world, and the potential j!'ero,silon of U.S.
: Vb

(‘
\

leadership, we need to respond with our- mos effective and

strategically powerful trade policy. We need fast-tra;lék authority.

We need to position ourselves as the most important plé}yer in the global

constellation of trade activity now and into the future, We need to be
positioned to play a catalytic role in all key regions of the world.
]
, :I
:Fl
We must use the full range of our tools of leverage on thé trade front while
. . ‘ 3
at the same time continue to enforce our trade laws and agreements

e
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o
vigorously. One area of enforcement that will continue to be a priority

| :.f
for this administration is the protection of intellectualg‘property rights
. ’ ) L ) : I| A
-- an issue of fundamental importance to the IT indus:try.
. . ) | .

)

|

.

. |‘
I

i

In the next four years, we should keep on opening foreign markets, and

breaking down foreign tréde barriers. We cannot fu:lly confront the

A
'{

competitive challenges we face-or open the major emerging markets around

+

the world without an aggressive, reqiprocity-baSe*d pusﬁ on multilateral,

regional, and bilateral fronts. ; ' : f‘

M . . ,I
| i
We have reasons to be ¢onﬁdent, but only if we forge a do'lmestic consensus

that allows us to move ahead. We need to get down to bl:lSinCSS. The hard

work of the past four years gives us only the opportun'1j|[y to do the hard-
:;
1

work of the next four.
¥
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In trade policy, as r‘nuch as in any other scipline, it isi luseful to recall A

' ' AP K (- ‘
/ | . Wi,ﬁ;&
the parable that “to understand where we are gomg, we must remem

\\.__ - ' 'f
: ’ y 1 /' \T }\ - - ;
where we’ve been. . o e
- f/,»//f Y "{5‘” N\
57 wesd
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For the last four years, our trade pohcy has been drlven by a market-
zéft (A1 U

@glﬂlg_s_tlategy 0-he

overseas and in our own hernisphere. That stra’teg;'y;(is paying-off. You

know that as a result of our two most recerrt trade ag’reements --the ITA
and the global agreement on Basic Teleconf’muniea‘rions Services. Asl

look around the room I see many of you _who were }instrumental in
.. . ?".

developing the partnerships that made the ITA and telecom agreements

'
|

!
1 ' l’)

possible.

= -

mse e n
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) These two agreements will unlock billions in new opportunities for U.S.

. ‘ ' .
companies and encompass the hardware, software, services and

» )
infrastructure package to dramatically expand the reach’of the
Information Superhighway around the world. For théﬁjnited States, the -
ITA levels the international playing field by dropping t%lriffs to zero by
i = :

' ! ,
the year 2000. The telecom agreement -- which includ:es 69 countries

|

and covers 99% of the global marketplace -- opens thef;} world for -

| i
. ' i
telecommunications trade as never before. : !‘

Before this Agreement, only 17 percent
were open to‘U.'S. companieS' oW théy have access,tib nearly 100

percent of those markefs. deay,'telecommunicationfs is a $600 billion |
i . |

;

is agreement that figure will doublé or even triple over

L .

) :[
the next fefi years. - , ,)

|
J

industry; under
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©

There is no substitute\for our ability to implement compr;iehensive trade
'-’____’__’——""'——1

| - | &Lﬁ ¥ pans |
agreements. The absence of _ 7 is the single

e
most important factor limiting our capacity akthestiae t0 open markets.

Wv;/l//‘ﬂ y WW/U’MVWOS :

Trade, Labor, and the Envnronmenfq

ationship between

and it is consistent with oyr deepest national values. [' |

~ 15

5,«.;__.__.,“..”., o ot 2




~ we estimate that reaching the goal of open markets would increase

| U.S. goods exports alone by 27 percent annually; for almost $50

billion a year. Market-opening agreements with key APEC

JOUUUNEUE— mw,. e O

-~

partners offert the potent1a1 to catalyze th1s process and strengthen

|

U.S. strategic relationships.

It

g

.q

. [With Europe our focus wﬂl be on non-tariff bamers Wthh

T E
B II

\? | continue to impede transatlantic commerce, espe;“cially regulatory

barriers and agricultural impediments. | o

4

T

. Africa is a region rich in resources and potential, which we should

engage with determination to ensure its effective and sustainable

tod
N
!

© Al M‘Wm A (@%&;A\'
theeAqpen
‘ %@%W RRIRY:

development and democratic governance.




.} With regards to the regional agenda, the United States isl committed not

only to concluding the FTAA by 2005, but also to concri'ete progress by

2000. Chile should be our first step in this process. ‘Thelregion views

what we do with Chile as a litmus test for our future pla§1s.
| | |

o

i
"l

»  Latin America and the Caribbean were the fastest growing market
for U.S. exports in 1996. If trends continue, it Wifl exceed the EU
as a destination for U.S. exports by the. year 2000,;i and exceed

4

Japan and the EU combined by the year 2010. Itiis also the

P .

second fastest growing region in the world.

- -
{ ‘ :
‘ : ?
%‘

' /l‘/"“‘\\ ) : z) '
+  With bijlding the FTAA-very much in mindy the Administration
5 \ . /"/ ) ‘ : -

s / Ve ! .

/ . \ . ’ . - '
/ remains c:otmmtt{d to Carib can Basin Trade

. The Asia Pacific region contains the fastest gro'w;ng economies in
the world, encompassing nearly 3 billion people.: ;»Within APEC,
| i
N

13




{

|
A

i

o

|

|

aﬁthofity; What 4 The United Stateg imust' be

positiOned at the center of a global censtellatiee of trade: activity. Tothe

exteﬁt that our tfra(iing partners aﬁe engaged in the-deveié)pment of
‘ S o g

, exclﬁsive‘trade ;J‘relzitionships aroﬁnd es,' that can only;m"ean that our long

term strategie' interests will suffer ar(;unel the world -- 1f Ewe cénnot ‘

1

'i:

intervene to redirect those alliance in our favor ‘We have 1mp0rtant
. f“'““”““”m“~ S

workaheadofus | K[ ot W/; %SM B " ‘
//\/méew %30“"“0/“ wt = N -
Mfm A (AW’Y) - % } (&7/&&%‘? .

! Wlthm four years major WTO negotiations wﬂl 0( cur in key areas :

where the United States is again a rtop global Competitor with much ,
g

to gain: agru):ulture services, and the rules for mtellectual property

R R TR P B e PO U VRN RV At A"""tyww!w\
rlghts This year we w111 be resuming WTO“”negotiaﬁons on

St
¥

' | . ’
financial services. In the OECD we are in actlve regotl\atlons over

the Multﬂateral Agreement on Investment to ensure equltable and !i

.-] o

fair treatm'ent_for' U.S. investors.

P
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i

f!
in duties that if it had contracted with an American company, thanks to
/”"‘\ . | s 1

the Chile- Canad) free trade agreement

4|
o

i
l

[o  The co etltlve advantage of lower Chllean tar1ff¢ as a result of

these exclusive\frade relationships with selpct trading p’a‘rtners extends to

Jntermediate go

U.S. industrial an S as well. In Chile Goodyear -- a
major supplier of tires\and hedvy mining equipment -- now obtains its

raw materials and inte hate products from Mexieo,,ir:lstead of the

—

United States. Ca;e’fpillar will sipply some of its lines of earth_ moving
o / ’

equipment to,the mining industry fro

A

Brazil, rather than the United

States. ]

Our Global Trading Agenda

We should respond to these global challenges with the fllll arsenal of

t

trade pohcy tools at our disposal including “fast track™ qegotiating
l
l
}
E
l

11

. |
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- China has targeted Mexico, Argentina, Brazil, Chiile and Venezuela

- Sl L
as “strategic priorities” in Latin America to ensure that key Latin

H

countries are receptive to its broader global agenda as,a1‘1'ising power,
. . ’ 4 .

both in the WTO and other fora. : 3

- Japan has undertaken high level efforts throu_ghoutj Asia and Latin

America in country after country.

oo

]

Mexico wants to-be the commercial hub betweeh North and South

P
7

| _
Amerlca and serve as a venue in which to enter North, Central and South

Lt ( JZV\AJ.M-Q/\rC‘/\kf—-\ .
America from A sia arid Europe W % New M

AP0 e Lin M\/C/

, ,'g
The cost of 1nact1on 1Sﬁlready upon us:

- (mww% Tk

0 Southwest Bell selected Northem Telecom for a $1 80 million
. ‘; :

. telecommunications project it has in Chile to avoid payifrllg $20 million

10
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i

Examples of such new exclusive alliances among our forf|eign

competitors abound:

- MERCOSUR (Argentina, Brazil, Pafagnay, Uruguéxy) isa
, E §
developing customs-union with ambitions to expand to all of South

- America. MER("‘OSUR has struck agreements with Chlle and Bohwa

E

~and is discussing, agreements W1th a number of Andean countrles

o
- (Colombia, Venﬁ zuela) as well as countrles within the Carlbbean Basin.

!

- The EU has begun a process aimed at reaehing a free trade

7 agreement,with MERCOSU-R; They have concluded a framework

agreement with Chile that is set up to lead to a free trade hgreement.

i
.5‘

The President of France, just in the region, said Latin America’s

i
i

“essential economic interests... lie not with the United St@tes but with

Europe.”




.

o

Or, we can convince 0urselve7/-- against the evidence --that we are on

the quong track. We can choose our course guided by a p

|
I

icture of

economic decline and disinvestment that bears no resemblance' to what is

b

o Y

i ,
happening in our country. We can let ourselves instead bog down in an

endless debate cver NAFTA and Mexico.” We can perrln:}t markets to

Jl

~

stay closed and let others seize the initiative from us. Thi: choice is that

|

‘clear. : : ]

'The‘»Th reat of Inaction

N

We must recdgnizei the dangéfs of inaction. In every region of the world,

g

———

but particularly Asia and Latin America, the two fastest growing regions
. o e E ] B 4

in the world, governments are pursuing strategic trade policies and

ound us rather

preferential trade arrangements, creating trade alliance

¢ . ‘/ '
. 3 |
- than with us mﬁ_le consequences of disengagement are.unacceptably

: _ s :
high for our eco nomy. — ”@o M ¥ W

,\ ’ | 8 |

i .

)




We can recognize that the Améric_an’economy is the m’oidel for the

£
i«.{j

world, and continue to open foreign markets and seize the intiative when

it comes to international competition. To do so, we must position

ourselves to take advantage of the extraordinary opportunities presented
o . :

by the growing global economy. - _ - 1

‘This approach alsg callsferus-torecog '.thatsome{&%neicansare

being left behind by-theetebateeonom. We can face up to this problem
[ ’ v i (

) by working to put in place edu tion; trairing, ahd_ adjusitmcnt policiesA J e

..

for workers in need; advancing«##e labor standards andiprotecting the

~ environment; atddssingwig

+
- » ) -‘\
v hnologs-transferin-foreien-coanirics. o
. i

W ' om the proposition that we have been basically -

on the right track and should stay fully engaged, using all our tools,

taking advantage of all opportunities.




Ty
cod

In short, no country in the world is better positioned to tfclké advantage of

the enormous opportunities presented by a growing g]obia‘] economy.
Our competitors cannot beat us, but we can lose if Wepﬁt ourselves on

| | |
the sidelines. > -

The Challenges Ahead
_ Lt i o W T

|
|

None of th1s is to suggest that we don’t face challenges and contmumg
.y problems. Too many Americans have been left behind m the‘currcnt

_ economic expansion, without the skills or education to b’eneﬁt from the

mcreased opportumtles Neither govemment nor the prlvate sector

SN me

should rest while that is the case. But/we face a very cmhe

choice is this:

i
B s et S SR T,
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| L
Along the way, we have negotiated more than 200 tradejagreements, all

designed to advance our economic and trade interests. We pursued these
. ' .

i

‘agreenvlents including GATT and the NAFTA because we recognized

i

that trade is increasingly important to the future of our inia‘ciOn. Trade is

{ .
§
i

now equivalent to nearly 30 percént of our GDP, up ﬁ‘dlf}l 13 percent in

1970. Exports support an estimated 11.3 million U.S. jd;bs, and over 1.4
million of these jobs were generated by inéreased expo‘rt}s over the last

four years.

Our economic expansion has been investment-led, building the

{

foundation for even greater economic strength. Our indugstrial production

‘ d
is up nearly 18 percent in real terms over the last four years. Japan’s

production, by contrast, is up 5 percent and Germany’s }%as declined 2

C
percent over this period. Growth of our industrial capacity is at its

highest level since the 1970s. - -




iy

| years our manufactured exports are g) 42 pe,r/cent hlgh |technology

| exports rose (4 eréent

1
ne gotaatmg authérlty to make more p ogre& J K

|
‘I

barrlers’\(o expand )he reach this deal\ We will need ﬁurther

We are the strongest and rr\{ost competltlve economy in the world, and

eXpanded trade has played an important role 1n buildin}‘:,j flour strength.
Over the p.ast four years, we have created nearly 12 million new.jobs, ___ |
tJ <
while the G-7 combined created roughly 600,000. Weaﬁ‘re once again . -
BN

the world’s larg<=st exporter settmg hrstorrc records. Over the last four

p\

exports Jumpedkircent serv1c/eeports climbed 26 p‘e cent, and farm

|
[
|
l
|
I
{
|
T
f
H
f
|
|
|
[
i
I
|
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) technological dev'elopmentvby el

er .r;iore than 92% of

Ty

The ITA which invol'ves 36 countries that accou
global technology production, will in f:u will fuel the pace of global
nating tariffs on a h{lge array of

5, trade in information tecﬁnology products

|

technology products. In

exceeded $500 billion. By the year 2000 it will echpse $’7§§°‘ B“Itﬁ‘eﬂ_;&;\b

: compames are the most ompetmve in_the world with e Eorts

I want to underscore a point that most of you here un

QGV.\

- cut because tan_if batxiers on fechnology products overseas are so much

higher than ours. It is worthwnoting that we were able ‘toigain anITA

-- spec1ﬁcally, fast track negotiating

agreement because we ad the too
S / ‘

]

- duthority -- which stfengthened our hand, While the ITA was basically a

tarlff deal we specffically mcluded the abilitikto go after Eno_n-t::n:lff

%

' =) N
oo g e ey




Conclusion

U'Q/VAWOWSMW%

I want to t room for makKing n - US ach1ev
very-important Agreements =

B

foeget is that if the United States is not leading the fig

ITA and telecom -- these agreements canpet happen ) Wr

o

L

W'{-/{‘M/f‘ ; | TA"ML&A——-\
. Theaa?\elessorw(l/hat—;@m‘ ot afford to

!

i

- as we did with

e ey
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National Cattleman’s Beef Associafin n
Regulatory Conference Meetmg
‘ Talking Points o
_.Ambassador Barshefsky
March 21, 1997

i

I Tatroduction ‘ !
. [N

I

e  Iwould like to begin by thankirig Max_pggtf,, Preside?nt of the National

Cattleman’s Beef Association for his warm introduction. I know that Max
got his start in the beef industry over 40 years ago ancii has held numerous
positioris of i importance in the cattle and beef mdustry 1 feel honored to be

introduced by an individual with such distinguished credentla_ls.
: .
‘ N
e Let me start by underscormg up-front this admmlstranon ] and USTR"

4
H
4

i

continued commitment to U.S "agri agrlculture I am well aware of the

challenaes we face on agriculture and we must be p01sed to.meet them

head-on As part of that commitment, I plan to dedmate more USTR

resources to opening agricultural markets abroad and ensurmg greater

reciprocity for US exports. This augmentation of USTR’S agricultural staff

should pay big dividends in the months and years ahe'ad._

f
e Inaddition, Secretary of Agriculture Dan Glickman z‘md I intend to enhance |

the coordination between USDA and USTR 50 that we can maximize our

impact and results for US agnculture. . i

II.  What you plan to talk about. o




g

1L

S , 1 '
Today, I’d like to touch briefly on the value of trade to our economy and the

e

~ key role played by agriculture. I will also discuss wh%:re we’ve been on

s s, |
agriculture and where we are going. -

The Importance of Trade:

. i
Economics "
;

During the Cold War, the United States used frade poli_lcy as part of a

o .
strategy to help rebuild the economies of Europe and Japan and resist
communist expansion. During that period, we often opened our markets to

N

~ the products of the world without obtaining cemparéble commitments from - .

————

others.

i

. As the dominant economic power in the world, we could afford te do so.

And as part of our foreign and strategic policy, we ne‘éided to do so.

f
T
|
i

The situation we face today is very-different. We rerﬁa}in the world’s largest

ettt e v, :
———

economy -- and the largest trading nation. But our eco‘jnomy, which

represerﬁed over 40% of the world’s output following World War II, now

S st 3

represents about 22%. - .
\_,‘..m .

R

ne
Where our economy was once largely self-contained, we are now

increasingly interdependent with the rest of the world. ‘

——a

I
b

We are only 4% of the world’s population and are appljoaching Zero

e

i
[
-
4
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population growth. At the same tlme our industries are among the most
i
productive in the world. That means exports are now'critical to our
: — i

economic health and to the vitality of American business, particularly

- agribusiness.

¥
'
[
L
|

C
Each year, Amencan farmers and agrlbusmess enterprlses are 31gn1ﬁcantly

——

innovation. Given the hmltatlons mherent in US demalnd led growth we

. s

i
must enhance market access opportunities for Amerlc'qm Agrlculture if we

are to remain the world leaders and if we are to increase our own domestic

prosperity.

e ——

A

b

General Statistics:

i
§
!
-
i
i
|

, : K :
° We have worked very hard over the last few years to oflzen markets on all

fronts. Let me cite a few examples: o

o As you know, total US exports a a@ggp_@@gjs.

i
i

Goods and services exports (excluding investment earn;ilngs) in 1996 were

$836 billion, some 35% or $218 billion higher than 1992.

'

. US exports of manufactured products were $523 billiqd in 1996, or 42%
higher than in 1992. - 3 E—




!

US exports of advanced technology products have grown even faster They

i

i
Since 1992, jobs supported by exports rose by an estimated 1.5 million to an

i

l
f
|
i

¥

4

°
were $155 billion in 1996}6;1-1; ag‘;i;'ﬁ—lgher than m 1992
%

°
estlmated level of 11.3 million in 1996. Every billion dollars of US goods
‘and services exports &ﬁérts approx1mately 14,000 _]obs (Keep in mind
that jobs supported by exports average 13-16% higher :than the US national
wage average.)

B:  Agriculture Statistics

\3 .. Agriculture exports follow a similar pattern: ~ l

e In 1995, the U.S. set a historical record by exporting $34.-6-billion worth of
agricultural goods. ! |

e  The Department of Agriculture reported this month tha US Agricultural
exports in 1996 did even better by climbing to $59.8 bil‘ ion, another new

—= : ;
record. This represents a 40.4% increase in agricultural exports over the -
) g _

last 4 years. ‘ ~ ,

. Already today -- one out of every three farm acre‘s in Aruerica is dedicated
to exports. o S f

. 50% of our-wheatacres, 57% of-eursice acre&jrm,ﬂﬂourséiﬁém

G R T T I

BAGECS '""W““ TR
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R
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Beef Specific Statistics:

' 24% of o com acrgs, 35% of our fruit and vegetablé acres and 42% of our ...
-
cott?/acres are dedicated to pr. dﬁmW@o/rt.v \ ,

" beef exports have surged @x one year. . ==

C -5

Lo
I

In 1996 new hlghs were reached in fresh, frozen and chilled red meat
T e ————— / i
exports 4. 1 bllhcn a 32 % increase since 1992,

Let me give you a few examples of what is driving thl:. surge in beef

exports. ‘ 1

Since 1995, US beef expcrts to Saudi Arabia have Jumped 37%, and over

Hm\
100% to the United Arab Emirates. And within the Mgddle East as a whole

i
to

i
Also in the last year, exports to Mexico jumped from 29 000 metrlc tons to

58,000, a 100% increase by we1g—.%9% Increase bly value,

‘«!
{

We have also had great successes in the last year in plalces like Hong Kong,

where we jumped from shipping 4 ,600 metrmalmost 12,000 metric

tons of beef, a 150% increase in tonnage and a dcublmg in dollar value.

Because of statistics like these UsS agnculture has become the single largest ‘
A SR

S —\gw_,m,,w_‘_—* —

i
net\exporter of goods : L
. . b

F o




L These days, we hear a lot about US trade deficits. I'm happy to ‘report that

US farmiers and agribusiness this last year creatéed an :lestimated $27.4 billion

P

trade surplus -- the largest ever. ‘ ‘ S
P .

|

3

° The overall statlstlcs are encouraging and they reﬂthJn paﬁanalpe—ady

- Overall Statistics

aggressive campaign to open agriculture markets around the world.

o

®  We have fought and successfully ensured that bio- engmeered nroducture

[ —

getting access to the EU (France Luxemburg and Austrla) As part of thls

effort, tth the EU to begin s‘;reamlmmg 1wts approval process

so that GMOs are treated fairly and are consistently, ar'[xd reviewed on a
. . . : |

scientific basis in a timely and transparent manner.

f
o
i

L We’ve used the sanitary and phytosanitary prmmpl%/l},IAETA and the

,_,./"_—_ N
Uruguay Round of the GATT to open ‘markets for cherries, citrus and -
apples. U.S@@ exports are now enteri'ngAThailand,‘Iélrazil and Mexico.

/—-_-—“‘"’"" . . __,.....--n-—-; es——

™

o As a result of our WTO case against Korea Korea has converted to a

~ %M

manufacturer s shelf-life system which w11l mgmﬁcantl)i/ open the Korean

e — /|

market to US agrlcultural products. "
: H

° During thé Uruguay Round, we negotiated new access ito Japan for U.S.

pork and rice exports. As aresult of these negotiations, }JS pork exports




|
| 7

increased 60%. Before these negotiations, Japan réf@sed to purchase US

rice. Over the last two years they have purchased ap}:;roximatély 420,000
a

- metric tons of our rice. | S

o

L During the Uruguay Round we secured market access for U.S. orange and
. . b .

B
[

grape exports to Korea. o 0
| . !

e

U

exported $1.6 billion in beef every yeay. 5 yéars later ——é‘after we opened the

~ doors -- we ex?)"orted $1.7 billion to Japan alone. \

. I 1?29) before NAFTA and our bilateral agreements? with East Asia, we -

“"" . ® . These are but a few recent achievements. ﬁ
J - '
o This is the good news./ but theye are also persistent, and new problems.

These problems must be attacked bilaterally, multilaterallly and regionally.

-

Let me turn for a moment to each method.

[

i
i
i
e
i
i

A:  Bilateral o

S
i

. U.S. exports of beef produced with growth pro“motentsi; are banﬁed by the
Eufopgaﬁ Masﬁtdihvwff@;ﬁ’guigg that the ban is a
violation me WTO Agreerhént on the Applicatiéfli of Sanitary and
Phytosanitary Measures of the GATT 1994. We expec"‘t_ifhe panebl report to

be issued in May. o |




g

“ago.

The Philippines continues to place barriers in the pat;h of U.S. exports of

pork and poultry. We have had enough. We are géi';}g to request formal

WTO consultations on this matter.

The EU has not delivered on its commitment regar(}ing the cumulative

recovery system for brown rice and certain duty regﬂuctions for malfing

: . | s .
barley.” In response, just last week we requested a panel on the EU’s grain

. WMW'W"——J R R
import valuation system. As a result of our request, the}| EU has now agreed

to follow through on their commitments.. BN
As you know, some of our fruit and vegetable exports face unjustified

™
L

sanitary and phytosanitary barriers. We will use theEAgreements on the

 Application of Sanitéry and Phytosanitary Measures m ’g]he NAFTA and the

GATT 1994 aggressively to eliminate these barriers, l’arixd will back up our
i N
efforts with dispute settlement consultations where necessary.

Hungary violated its WTO equrt subsidy commitmenﬂs in both 1995 and

.

1996. Despit;med consultations to get them to 'lcomply, they have

not. Four countries (Australia, New Zealand, Arger;tilxla and the United

, ) | |
States) made a second request for a dispute settlement panel two weeks

i
o
]

i

i

Multilateral 7 L
o
These are all areas of largely bilateral focus but multilate'!r‘al progress is also’

I




critical. o |

| We see 3 broad areas of multilateral work:

P ——;. g

1st, we have to challenge instances where countries are not fully living up
' !

to their Ufuguay Round commitments. We will use the WTO Committee

Ot

on Agri culture to b rd dog member countries to 1mple§ment their Uruguay.

Round ¢ ommltments The Commlssmn will also begm to address emerging
- agricultural trade problems like tariff rate quota,a;ldmmlstratlon, state

trading enterprises, domestic support and export subsidies. We will also
. : - \ :
use WTO dispute settlement and US trade laws where necessary.

i
{
i
i

Second, all WTO accessions must proceed on a commfﬁarcial basis. This is

"

as true for China as for the other 30 pending accesfsi{bns . Regardless of

—m

other concessions, agricultural issues must be appropriately resolved or

there will be no entry into the WTO. Accession offers iinust be a good deal

for US agriculture. - !

f

f

|
P
h

Third, we need to begin to think about how to prepare fér the next round of

—

agriculturé negotiations in 1999 so that the process of i"eform can pick up
. l .

where the Uruguay Round left off. lﬁ .

The bottom line is that we must keep countries moving? in the direction of
sk.

open markets. This Administration is committed to that ta

v d
. R . H
\ e e st oot oo oo :
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Regional Initiatives

Finally, a word about our regional initiatives:

—

First, under the umbrella of the Free Trade Area of the Americas (FTAA),

three hemispheric working groups have been created that will focus directly

e

on agrlcultural interests. One group will address market access, another

e ————\__,
L

will ensure that the work done by these -worklng groups reflects thrs_

administration’s strong support for US agricultural trade interests.
' ' !
. [

Second, we also hope to use the A51a-Pac1ﬁc Economrc Cooperatron Forum
APEC ) shape the free trade agenda in the Pac1f1c Rim. APEC
economies account for over half of the world’s GDP.- Nearly 43 percent of

L
our agricultural exports go to Pacific Rim countries.,

Last year, the APEC member countries laid the founclia:Lion to achieve free

and open trade and investment by the year 2010§ for industrialized
e ‘

economies and 2020 for developing ones. APEC’s commitment to

comprehensiveness means that no APEC economy can l<|3xclude agriculture

from the goal of free and open trade. This year, an APEC task force will

e

complete the analytical work that will help determineﬁ, how best to move

[

forward toward this goal.
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IX.

‘'would hurt farmers c1ty dwellers and our nation as a

Thank you. .

: !
Conclusion _ g

President Clinton has fought hard to expand free énd fair trade. Market

opening initiatives have been and w111 continue to be the driving force of -

mtematlonal trade pohcy Future prosperity on the farm in the countryside

e, r— B —

and in our nation’s cities depends on our contmued SLtlccess in opening up

new markets and tearing down trade bamers Fallure to do otherwise

gwhole.
i
i

1 K




I

|

_ |

- Cattle and Beef Imports from Canadr‘fr
\

1

Talking Points:

®  Although many beef producers consider cattle and beef i rmports from Canada as a major
cause of currently low cattle prices, large domestic meat supplres high feed costs, and
poor pasture and range conditions are the driving forces grlppmg the beef market. The
market impact of cattle and beef i 1mports is considered small. | :

° While slaughter cattle imports from Canada at 1.3 million head in 1996 were up-23
percent from year earlier levels, they represented only 3 percelht of total cattle slaughter.
Imports of fresh, chilled and frozen beef from Canada totaled slightly over 500 million
pounds in 1996, up 32 percent from 1995. While imports frorn Canada were up, imports
from Australia and New Zealand were significantly smaller. . Therefore total fresh, chilled
and frozen beef imports in 1996 were unchanged from 1995 levelsr

’ o

L] We and our USDA colleagues have been watching the beef and cattle import situation
closely. We know that the U.S. cattle industry is facing a very‘ difficult situation. Even

_ though imports of Canadian cattle represent a small portion Ofi our total slaughter supply,
the impact of these larger imports on local and regional markets can be considerable. We
are particularly concerned about any Canadian subsidies that may have altered the

cross-border terms of competition in the cattle and beef 1ndustlry
e L In that regard the International Trade Commission (ITC) is crillrrently conducting a 332
* investigation and will prepare a report on the impact of the North American Free Trade ',

" Agreement (NAFTA) and the Uruguay Round Agreements onI U.S. imports and exports
of live cattle for slaughter and fresh, chilled and frozen beef. The study will also review
steps taken by the United States, since enactment of NAFTA,to prevent transshipment of
live cattle and beef through Canada and Mexico into the Umted States. The ITC report is
due July 7, 1997. A public hearing will be held on March 20, 1997. The ITC report could
provide the foundation for further action by the U.S. Governmlent_

i

Background ;
o
l
Although larger cattle imports have added to the domestic beef supply, they remain a small .
portion of the U.S. cattle inventory and slaughter. In 1996, cattle rmp?ns from Canada and o
Mexico accounted for less than S percent of the domestic herd, and those imported for immediate
slaughter totaled less than 3 percent of the U.S. cattle slaughter. '

Cattle imports declined from 2.8 million head in 1995 to 1.95 million head in 1996. Lower cattle
imports from Mexico are the primary reason. In 1995, cattle imports from Mexico jumped
because of the Mexican economic slowdown following the December |1994 peso devaluation and
drought in parts of northern Mexico. In 1996, cattle imports from Mexrco were down 72 percent

from year-ago levels, reflecting improved stability in the Mexican livestock economy.
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~ Canadian cattl¢ exports to the United States reached 1.5 million head in 1996, Most of these
cattle were shipped directly to U.S. packing plants for immediate slat‘#ghter‘ Since 1992,
Canadian cattle exports to the United States have consistently exceeded 1 million head per year,
but 1996 represents a record high. A larger cattle inventory in western Canada and the
depreciation of the Canadian dollar have caused exports of cattle an'd} beef to the United States.
Planned slaughter capacity expansion in Alberta is expected to resultfvi.n lower Canadian cattle
exports, but higher beef exports, to the United States in the years ahdad.
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Northwest Pilot Pfogram

TALKING POINTS:

®  Imetyesterday w1th my Canadian counterpart Minister Eggleton and pressed him on this
issue. ,’ i

. He said that he felt that Canada would be able to move forward on the program but there

were Just some minor issues that needed clearing up.
. i

e I pressecl him again and agreed to speak with Agriculture Mmllster Goodale on this matter

as soon as he returned home to see if he can expedite the appr(I)val process.

"
° I have asked my staff to press the Canadians until this program gets approved.

BACKGROUND: ‘ .

Live cattle imports from Canada increased from 1.1 million head in 1995 to 1.5 million in 1996.
Imports from Canada reached a record high in 1996 due to large cattlel numbers in western
Canada, the beginning of herd- liquidation in Canada, and a shortage of choice- -grade cattle in the
U.S. market. Most of the cattle imported were fed cattle being shlpped to the United States for
immediate slaughter. Canadian live cattle exports to the United States in 1997 are expected to
fall 20 percent re ﬂectlng increased cattle slaughter in Canada. o

C
The purpose of the Northwest Pilot Project is to help expedite the export of live cattle between
Montana and Alberta; with the hope of expanding the project to other States. On the Canadian

side of the agreement, AgCanada would create special feedlots which (‘:0uld import U.S. feeders

without tests for anaplasmosis, brucellosis, or tuberculosis, subject to gtrlct requirements for
identification and records indicating all sales are to packers only. AgCanada is currently only
evaluating way to amend their import test requirements to allow for thle entry of untested feeder
cattle. APHIS has already agreed to waive the import test requlrement and recognize Canada’s
disease free status for brucellosis and tuberculosis for the purpose of th1s pilot project. The State
of Montana has already started the process of amending their state requlrements concerning
mandatory brucellosis vaccination for imported animals. ! '

|
U.S. Cattle Imports from Canada, by type: 1995 1996 Change

i
)
Slaughter: 1,070,392 1,312 ,365 up 23 percent
Feeder: ' ’ 62,229 1

96,771 up 216 percent-
™|




