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Good morning. [Acknowledgments.]

All of us here today can be justly proud of the GATT’s achievements over the past half
century. The work of my predecessors and of this Administration has contributed to a
progressively more liberal world trading environment for goods, services, and investment. An
environment where world consumers have more choice, and therefore more freedom. An
environment where human, financial, and natural resources are used more efficiently and
productively with gains to all rather than a select few. ;

Over its existence, the GATT has successfully addressed increasingly complex
restrictions to trade. Starting off with border measures such as tariffs and quotas; moving in the
Tokyo Round to non tariff barriers; and in the Uruguay Round to include more fully agricultural
trade, services, investment, intellectual property rights (IPR) and in so doing, to begin to address
the trade impact of domestic regulations.

Our task fo:r the future is of course broader than each of these parts, although even

* traditional barriers are still too high in many areas and must be reduced. As we move forward,
we must fashion an international trading system that can accommodate the tremendous
technological change that is sweeping the global economy. We are looking to foster a trading
system that is transparent and genuinely pro-competitive. A trading system where bribery and

© corruption.no longer sap economic vigor from economies. A tradmg system that develops
effective instrumerits to address the social dimension of trade, including respect for workers and
the environment. A trading system that recognizes the challenge of domestic regulation. A '
trading system that can accommodate proliferating regional trade agreements as well as
transitional economic systems without sacrificing free-market principles.

- And perhaps most importantly, a trading system that answefé the concerns that trade is
the enemy of jobs and high living standards. Misplaced though they are, these concerns have the
very real potential of derailing future economic progress.. |

Contributions of the 'GAT‘T System to World Economic Growth -

Let me start by summarizing the contributions of the to world economic growth. The
- standard portrayal of the economic achievements of the GATT is to describe steady progress in




reducing global trade barriers, the rapid expansion of trade, and tra’de":s contribution to post-War
prosperity. While agreeing completely, [ would like put the ’s contribution in a broader context.

Immediately after the Second World War, many nations concentrated on the potential of .
markets to spin out of control and eqpha51zed the superiority of alternative economic systems. It
is remarkable today to recall that even in the late 1950s, when a Sov1et Premiere threatened to
bury the U.S. becatise in part of the systemic preeminence of the Soviet economy, his threat was
taken with the utmost seriousness.

One of the great issues of the post war period has in fact been the question of how
governments create the best environment for allocating scarce resouri;es to meet current and
future human needs and desires. As we saw earlier this decade with the collapse of the Soviet
- economic model, and as we see today with the discredited Asian economic model, free markets
will repeatedly win hands down.

One has neither to 1deallze free markets -- competition is sometlmes painful and d1v151ve
- nor to believe that there is no useful role for government in modlfymg market outcomes, in
order to understand that there is simply no substitute for resource allocation made under more
competitive market environments. .

. 3

The GATT. was the post-War institution in which we most cl‘e?arly expressed Western-
faith in the role of an integrated and increasingly open and global market. The GATT System
has not let us down. It has served as a catalyst for the greatest expansion of global growth and
opportunity the world has ever witnessed. It has succeeded in fostering freer markets through
trade agreements, resulting in a 16-fold increase in global trade that has helped lead to a four-fold
increase in real global output in the post-War period.

The ascendency of freer, more open global markets offers greét promise for contributing .
importantly to a world of expanded prosperity and peace, in which many hundreds of millions
will be lifted out of poverty and in which the economic aspirations of Americans -- who already
* -enjoy the world’s highest living standard -- can be better met. |

The Uruguay Round

It was clear to everyone heading into this last Round that the GATT rules were
increasingly unable to deal effectively with the full range of issues presented by trade
growth and more global markets. Many areas of trade such as intellectual property
rights and investment were not covered by GATT rules; GATT. disciplines such as
agriculture were inadequate, and the dispute settlement mechanism was in many cases
ineffective. The old GATT rules also created unequal obligations among different
countries, despite the fact that many of the countries that were allowed to keep their
markets relatively closed were among the greatest beneficiaries of the system.

These deficiencies were largely the subject of the Uruguay Round. WTO
. members, for example, are now required to accept all obligations of the GATT and its
corollary agreements, rather than being able to pick and chose:among obligations.
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The WTO's new dispute settlement system has met our key objectives of a swift,
sure and effectivé mechanism to resolve trade disputes through a rules-oriented
system. Going into the Uruguay Round, we consistently argued that disputes took
either too long to resolve or remained unresolved at the end of the process due to the
ability of countries to block the adoption of a panel report. !

The WTO's committee structure and requirement for biennial ministerial
meetings have also given us a new opportunity to press for agreements on a much
more real-time basis. Given the speed of both economic change and technological
advances in communications, it is imperative that we have a VVI'O structure that can
move rapidly.

The UrugUay Round’s cuts,in. icariffs are already helpingto boost U.S. exports
throughout the world. In the sectors in which duties were eliminated or harmonized,
U.S. exports have grown by nearly 34 percent, far outpacing the increase of all U.S.
exports. .

The Uruguay Round also made important strides in touching on issues that had -
not been seriously addressed before, such as agriculture, trade and the environment
and some investment disciplines. In the areas that had never been covered by GATT -
rules, such as intellectual property rights and services, the new dnscrphnes of . the WTO
are essentlal

- CHALLENGES FOR THE 21ST CENTURY

Now that the results of the Uruguay Round are being 1mplemented it is time, in part
because of the 50th anniversary but also because we are approaching the 21st century, to
- examine the GATT System and assess the operation of the WTQ. There are many challenges
facing us that will bear upon the future direction of global trade pohcy I want to highlight
several of them this morning. E

Trade Policy for the Information Age .

I think it fair to say that the GATT System is well on its way to entermg the 21st century.
Just last year we completed a “trifecta” of global agreements that frame the foundation of the 21st
century economy: information technology, telecommunications, and financial services. These
three agreements, which cover literally tens of trillions of dollars in trade, were recently
described by Renatto Ruggiero as the equivalent of a major trade Round so significant is the
amount of commerce mvolved ' >

- The three agreements recognize that we are in an era characterlzed by intense

technological change. A time when product life cycles are measured i in months and information
and money move arcund the globe in seconds. A time where we can no longer afford to take 7
years to finish a trade Round, or decades pass between the time a trade barrier is identified and it




is acted on.

The Information Technology Agreement (ITA) will result in the elimination of tariffs on
a wide range of global information technology products over the next several years. Covering
93% of global output in this trillion dollar sector, the negotiation of this agreement should help
dispel the myth that significant trade liberalization can only occur through comprehensive
negotiating Rounds. And we are moving forward with negotlatlons for an ITA II for expanded
product and country coverage. .

The Agreement on Basic Telecommunications, which came into effect in J. anuary, covers
over 95% of world telecom revenue in a $600-billion industry, and was negotiated among 70
countries -- both developed and developing. It provides U.S. and forelgn companies access to
local, long-distance and international service through any means of network technology, and
ensures that U.S. companies can acquire, establish or hold a sngmﬁcant stake in telecom
companies around the world. .

: o ,

This agreement represents a change of profound importance for the telecommunications
industry and, potentially, for the GATT. A 60-year tradition of telecommunications monopolies
and closed markets has been replaced by market opening, deregulation and competition,
~reflecting American values of free competition, fair rules and effective enforcement.

In this regard, sixty-five countries bound themselves to enforceable regulatory principles
based upon the framework for competition that our Congress enacted in the landmark
Telecommunications Act of 1996. Sixty of these countries have agreed' to a specific set of
regulatory principles that even we did not have one year ago. The global adoption of these
pro-competitive principles is binding. Foreign countries are committed to establishing
independent regulatory bodies, as well as forbidding anti-competitive practices such as
cross-subsidization, and mandating transparency of government regulations and licensing.

- And lastly, in December, we secured the multilateral Agreeme_ﬁt on Global Financial
Services that will open markets to U.S. suppliers of banking, securities, insurance and financial
data services. This agreement covers 95% of the global financial services market, and 102 WTO
members now have iarket-opening commitments in the financial services sectors. The
commitments before us encompass $18 trillion in global securities assets; $38 trillion in global
(domestic) bank 1enclmg, and $2 trillion in worldwide insurance premlums

A well—functi,oning ﬁnancial services industry is key to econon}ic growth in any country,
as we have seen in thie United States. With the most open financial services market in the world,
competition in the financial services industry has delivered lower prices and greater choices and
contributed enormously to prosperity here. The agreement will foster the development of
financial markets, especially in emerging economies, helping to lay the foundation for sustained
growth. Many countries had already begun the process of financial sector liberalization, but in
the past had hesitated to lock in those measures. This agreement locks in that progress and in
addition, substantially advances the process of market opening abroad..




Financial Services, together with the ITA and the Telecom Aéreement, completes the
triple play of global market opening agreements we have reached in the past year. These are the
infrastructure of the 21st Century economy-- information, communications, and finance. Yet
although these agrezments are still warm, we must move ahead, and this means addressing global
electronic commerce -- electronic transmissions and especially the Internet.

As the President noted in his speech last week to the Technol@gy ‘98 Conference, the
Internet is the fastest growing social and economic community in history, with 1.5 million new
web pages created every day; 65,000 every hour. This phenomenon and the ability of people
throughout the world to access it has remarkable possibilities to empower people all over the
world. The rapid changes in technology and electronic commerce are something that trading
system.must recognize and address, and it must do so quickly.

The changes are indeed staggering. The Ford Taurus that you drive today has more
computer power than the Apollo 11 that Neil Armstrong took to the moon. The evolution of
computers and the electronic commerce that they make possible is likely to revolutionize the way
many industries do business. Already it is projected that by 2002, electronic commerce between
businesses in the United States. alone will exceed $300 billion. And today, Internet use is already
divided rather evenly between the United States and the rest of the world, with global growth in
usage at an acceleratmg rate. S o

When we look at the global trading system, we see 50 years of effort to undo what
governments have done--working to undo government-imposed tariffs and non- tanff barriers to
trade. But the world of electronic transmissions is, in trade terms, pristine. Today, no member
of the WTO considers electronic transmissions as importations for customs duty purposes. There
are no customs duties on cross-border telephone calls, fax messages or computer data links, and
this duty-free treatment should include electronic transmissions on the Internet. An agreement
to this effect would be an important next step in preparing for the 21 st Century economy, and
supporting this wholly new form of commerce.

Building Transparent, Open and Competitive Markets
v , / '

- All countries have regulatory systems in place to protect such critical interests as the
health, safety, and security of their citizens. These are essential functions of government. The
must be sufficiently flexible to identify further areas of needed regulatlon that require a global
response, while ensuring that regulatory systems already in place in fact result in the transparent,
pro-competitive markets they are intended to foster. The Asian financial crisis serves as a stark
reminder that genuine transparency is more than the mere publicationof rules and regulations.

As we look to potentially new areas of needed regulation, certain basic principles should
apply. The role of the WTO is not to demand a system of uniform regulation nor to detract in
any respect from the absolute right of governments to establish a particular set of regulatory
norms, provided they are neither discriminatory, arbitrary, nor disguised barriers to trade.
Rather, the role of the WTO is to ensure that national regulatory practices are fully transparent
and not politically directed. This includes the principles of genuine national treatment and due




© process, commitmerits to publish and make widely available all regulations, and to ensure that it
is those public regulations and not others that are actually applied. Inherent in the need for clear,
enforceable rules is also the need for impartial regulators. In short, fundamental fairness must
prevail. ; '
N s,
There are many areas of regulanon that may well require a global response, but let me
touch simply on two: competition policy, and bribery and corruptlon

It has been a long-held theory among many'c'ountrles that sou'nd competition law -
enforcement is crucial to the health of national economies. Indeed, economic globalization has
dramatically increased the importance of strong competition policies.due to the increased rrsl( of
international cartels and the tremendous growth in transnatlonal mergers

Reaching agreement on competition policy within the WTO will be difficult, given the
great disparity between countries on antitrust rules -- both in substance and in the vigilance of
their enforcement -- and the fact that almost half of the WTO members do not have competition
laws of their own. What is critical, however, is that we develop an international culture of
competition and sound antitrust enforcement, built on the basis of shared experience, bilateral

- cooperation and technical assistance. From that base we should focus on those particular
practices and industries where the most egregious anticompetitive practices have been
concentrated. If we can do that, we will have a solid foundation from.which to build a more
comprehensive regulatory framework for competition policy.

i

Global action is also needed to address the pernicious problem of bribery and corruption.
Governments have begun to recognize what many throughout the world have known for decades:
bribery subverts and can destroy political processes, it stifles efficient markets and it acts as an
invisible tariff on most imports and contracts. The price paid by both the developed and the
developing world for the continuation of brrbery and corrupuon is snnply not sustainable.

Our most visible efforts to address the problem have taken place in the OECD. In'1994,
the OECD adopted a recommendation on combating bribery and in 1996 adopted a
recommendation that would prohibit the tax deductibility of bribes in international business
transactions. In 1997, an agreement was reached to pursue a Convention that would require
governments to put in place criminalization statutes. This agreement was signed by 34 countries
and obligates partres to criminalize bribery of foreign public officials in international business
transactrons :

In addition, the WTO has established and begun enforcing basic rules that diminish the
opportunities for bribery and corruption to take place in, for examplé, government procurement
“and customs valuation. Work is already underway to ensure greater transparency in government
Vprocurement procedures, an area where bribery is most vexing. |

While these are important first steps, much more needs to be done to ensure that strong
rules are in place, that those rules are vigorously enforced and that we create a global ethic
among government leaders that condemns bribery and corruption in all forms. Once the

|
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foundation has been laid through the efforts just mentioned, the WTQ should utilize the work of
the OECD and begin the process of tackling head on bribery and corruption.

Last, establishing a regulatory framework to address importan:t issues like competition
policy, bribery and corruption, and others is necessary, but not sufficient. The real challenge is
to ensure that regulatory systems do not create false process, i.e., the appearance of transparency
undermined by de facto decisionmaking based on factors divorced from the regulatory
framework. The WTO must demand enforceable regulatory transparency at all levels of
decision- making, if trade concessions are to yield tangible benefits.

The WTO Must Insist on Real Market Access

Another challenge for the WTO is to integrate fully all nations into the global trading
system. This challenge extends beyond the accession of new members. We are, of course, right
to reach out to the billions of people who live in countries that lie outside of the international
trading system. But we also need to look inside and ask how, over decades, some countries have
been members of the GATT System, while maintaining home markets essentially hostile to
competition. :

The Asian financial crisis points to this phenomenon -- successive Rounds which
nonetheless fail fundamentally to open major markets, including Japan’s. As we look-ahead, we
need to examine whether GATT or the creation of the WTO should have been more alert to
structural and systemic barriers which allowed these circumstances to endure. In this regard,

‘many of the seeds of the Asian financial crisis: excessively close linkages between government,
business, and banks, a lack of transparency and a suppression of competition and market
mechanisms have their parallel in the trade realm. How can the WTO'system deal with structural
barriers, the nature of which will invariably reduce or negate the value of trade concessions )
made? !

Other countries, long members of the have also failed to open-up to global competition
although the mechanism has differed. India has long maintained baiaﬁce of payments
restrictions on impoits, now under challenge. Many African nations have never undertaken the
basic bindings -- commitments -- that would open their markets and enable them to grow, and
some have actually increased overall levels of protection, plunging them further into poverty.
New trade incentives, anchored in economic reform and embodied m both the Administration’s
Africa policy and pending legislation should help to alleviate this vicious cycle. Yet, in each of
these cases, we must again ask how the failed to engender more fundqmental economic reforms.

Last, our attention must also be focused on bringing new countries into the . China,
Russia, and the other countries of the former Soviet Union come to mind. The integration of new
members, whose economies are in transition or take alternative form, is complex. In order to
- ensure that market-based rules are not undermined, these countries should be brought in, but only
on the right terms. The accession process must result in significant and enforceable
commitments to open markets, to operate transparent, non- discriminatory regulatory systems,
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~ and to afford effective natlonal treatment both at the border and wrthm the domestlc economy.
Our task is difficult, but I believe ultimately attamable -

The Broader Dimensions of Trade L

An equally ,irnportant challenge for the GATT System will,bé to recognize and address
the fundamental relationship between trade and the environment and trade and worker rights.

With respect to the environment, we start from the obvious: both trade and environment
are critical. No one is being asked to choose one over the other and no one should. The key is
how to manage the demands of the two in a way that protects a rules-based trading system while
addressing legmmate environmental concerns. o . -

While some initial progress was made in the establishment in the Uruguay Round of the
Committee on Trade and Environment, the Committee’s work thus far has proved disappointing.
The issues are contentious and the Committee’s agenda remains somewhat ill-defined. Yet we
. must find a way to move forward. Sustainable development is not only beneficial to the , it is its
very predicate. : N

As with the environment, the issue of trade and labor must be addressed or the WTO risks
sending the unintended message that there is no link between trade and the welfare of workers. -
Obwously, this 1s absurd - o .

C oL .

Core labor standards are not a matter of Western values but of internationally recognized

human rights. Indeed, many if not most WTO members have agreed to these standards within

~ the ILO.

While the importance of adherence to core labor standards stands on its own
substantively, addressing the issue in the trade policy context is also. critical to maintaining
support for open trade regimes. If the trading system is not seen as contributing to the solution of
problems such as exploitative child labor, slave labor or subhuman working conditions, it
becomes all too easy to assume that the trading system is part of the problem.

Yet, as the OECD has noted, more open economies grow faster, and faster
growth and rising incomes promote more sustainable development, facilitate adjustment
and the efficient redeployment of a society’s productive resources, starting first and
foremost with its human capital --its workers. Market liberalization (and the rise in
incomes it allows) forms part of the solution to low labor standards, since above ali else,
low labor standards are so often rooted in poverty ~

As we know from experience in many countries, market liberalization alone, is not
enough. The challenge for the GATT System is to build a consensus that open trade should
promote not only economic wealth but fundamental worker ri ghts .

“Public Confidence and Global Growth '




As critical as the issues I have just outlined may be, the lack o}' public understanding and
acceptance of the role of trade in economic life threatens to undermine the GATT System. The
next step for the GATT is not only a pro-competitive, forward-leaning trade agenda, but also
gaining the support for trade of consumers and workers across the globe

We are perhaps victims of our own success. Large increases ih world trade have fueled a
tremendous global expansion of wealth -- the United States is in the 7th year of economic
expansion, in large part because of trade. But we have also witnessédl‘here and around the world
a growing gap between the "haves" and "have nots." v :

~ We can pretend that the rules of international trade are the dominion of elites and
businesses, or we can recognize that the pace of change in today's economy -- largely fueled by
technology -- is increasingly a source of apprehension and anxiety even among the workers and
consumers who are reaping the benefits of global trade. If the global trading system does not
factor in this social dlmensmn the credibility of an open markets poltcy will be seriously
jeopardized. : ‘ }
o

In the United States there is a growing recognition that an effective economic safety net

must exist to respond to economic change that moves faster by the day Worker training,
educational opportunities, health care, adjustment assistance and many. other programs must be
responsive to the needs of individuals and communities. This is one part of the answer.

To comprehensive domestic education and trade adjustment policies, we must add a
sustained effort to improve public understanding about the role of trade in the global economy.
As the OECD noted in a report late last year, the combination of government policy and
education is critical if supporters of greater market openness are to w1thstand the backlash from
those who are most exposed to the risks of change, and from those who'choose to make political
hay out of protectionist arguments: ;

And third, greater transparency of the itself is necessary. Any alleged secretiveness breeds
distrust and misapprehension. The work of the WTO, including its disp‘ute settlement bodies,
must become more open and accessible to our domestic publics if we are to build confidence in
the international trading system

An effective safety net, public education, and transparency are necessary components to
addressing anxieties in this new age. But, our challenge goes beyond that, and I believe the First
Lady framed the task best at the recent World Economic Forum in Davos when she asked: “How
do (governments) create the instruments that are needed ... today to provide the kind of support
for the economy at the same time that they provide the ... capacity for their people to be able to
thrive in this new economic environment?” We must find the right balance between government,
business, and civil society that permits real competmon to flourish, but which answers the social
demands of our cmzens ' :

“

Thank you.
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Remarks by Ambassador Charlene Barshefsky
United States Trade Representative
Designation of Irbid Qualifying Industrial Zone o

March 6, 1998 ST

| ' |\ e
 Ambassador Ben-Elissar, Ambassador Muasher, Ambassador E\ -5
Ross, Assistant Secretary Indyk, Ladies and Gentlemen, it gives

me great p pleasure to be here today to de51gW1ﬂlng

industrial zone in the Middle East, the exports of Wthh will
- receive duty-free treatment in the U.S.

PR
— X .

All of us gathered here today recognize that, in'the long run, the
road to a secure and lasting peace in the Middle East will require
greater economic cooperation. When the people and the leaders
realize that cooperation and partnership with their neighbors will -
lead to their own prosperity, the momentum for peace will build.

* Today’s action is an important in that process. Designation of

Irbid as the first qualifying industrial zone wrll enable Israeli and N
Jordanian businesses to come together in Irbid and export duty-free

to the U.S. market. Working together, they will produce the real \“
fruits of the peace process.

Some of those benefits are already evrdent Erght Jordanian-Tsraeli

joint ventures producing items such as gold jewelry aFd‘ép/parel

under brand names such as Banana Republic, Victoria’s Secret,

Polo/Ralph Lauren, J. Crew and J.C. Penney already employ about
T8 people in Irbid. Duty-free access to the U.S. market Will lead

to the immediate opening of six new ventures, which will employ>
~ about 1700 people, including a Motorola cellular telephone plant
‘and a Standard Textiles hospital supplies factory.
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The Jordariian and Israeli business people in thé Irbid project can
attest to the fact that economic cooperation leads not only to

greater prosperity for both Jordanians and Israelis, but also to

- greater understanding. The day-to-day contact requ1red in all
~ businesses inevitably leads to the realization that the people who

have been described as your enemles are very much like
yogrselves : .

-
We hope that designation of the Irbid zone willfalso be a first step
toward greater economic integration in the region. Such integration
will enhance productivity and allow the region to be more
competitive in global markets. This is commbq in other regions,
but only just beginning in the Middle East. Trade among the
countries in the Middle East accounts for only 7 or 8 percent of the
region’s total trade, compared to 60 percent in the EU, 30 percent
in Asia, and 20 percent in the Western Hemlsphere '

Over the course of the past year, we have worked closel'y with

- Jordanian Minister of Industry and Trade Mulki and Israeli

Minister of Industry and Trade Sharansky on the development and
designation of the Irbid zone. |

Minister Sharansky wrote me this week and noted that the effect of
designation of the Irbid zone “goes far beyond its dollar value” and.
that “it will create a microcosm of economic cooperation in the
Middle East.” He observed that, as economic ceoperation grows,
“the fruits of peace will be evident to anybody w1th eyes to see and

ears to hear.”

We are living through difficult times in the peace process.

However, we are fortunate to have visionaries like Omar Salah of

Jordan and Dov Lautman of Israel, the businesjsmen who organized
the Irbid park. They have not lost sight of the goal of peace and

- are working every day to make it a reality.
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I am grateful tb be able to contribute to their efforts by exercising
the authority that has been given to me to designate the Irbld duty-
free area as the first ¢ Quahfymg Industrial Zone.”

1 will conclude by pledging our contmuedsuppurtior greater

economic cooperation not only between Israel and Jordan, but also
between Isifael and Egypt and among all the countries in the region.
Ministers Mulki and Sharansky have already informed me of their
intention to propose additional Qualifying Industrial Zones. We
will welcome these proposals and will work closely with them to
ensure that the new zones receive prompt demgnatlon |

R —

Irbid is good beginning, but we:lmgpe:lﬁs just a beglnmng andatfiaat
we-will see-more-qualifying-industrial-zenes, more economic
cooperation, more jobs, and more prosperity on the Middle East.
This will be good for Jordan, good for Israel and good for the
United States.

Now, before I sign the Federal Register Notice formally
designating the Irbid duty-free area as the first Qualifying
Industrial Zone, I would welcome remarks from Ambassador Ben-
Elissar, Ambassador Muasher and Ambassadof Ross.

;

DRAFTED BY: ’ Dan Clune

CLEARED BY: Jeff Lang, Cathy Novelli, Jay Ziegler,
William Busis, Matt Rohde '
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Q sand A’s |
Irbid Qualifying Industrial Zone
February 19, 1998

Whalt are the requirements for duty-frég entry?

The statute and Presidential Proclamatioh' require articles to
be grown or manufactured HL@& zone and specify that the
valgg__jded in the zone, Israel, the West Bank and Gaza must

not be less than 35 Eercent of the tota] value of the product '

- In addition, Israel and Jordan have 51gned an agreement that |

requires businesses in the zone to involve substantial

. economic cooperation between the two countries.
. Do only certain products qualify-fdr dufy-free treatment?

. Any product that meets the requirements of the legislation and

presidential proclamation will receive duty free treatment.
‘ ’

. When will the designation become effective? |

.- Upon publication of a notice in the F. ederal Register, which

we expect will oceur next week.
Where’s Irbid? o | | " _:;f,

Irbid is a city in northwestern J ordan w1th a populatlon of
about 300,000. =

[ ———
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A

Q.

A.

‘What is the size j0f U.S. trade with Israel in Jordan?
In 1997, we exported $6.0 billion of goods to Israel and \
“imported $7.3 billion. We exported $402 million to Jordan
and imported $25 million. - S

What is the size of trade between the tvifo countries?

. In 1996, trade between Israel and Jordan totaled $14. 1

"'"-l!='~v—

million.

How big is this industrial park?
The park contains about 50 factories, most of which produce

goods for the domestic market or for export to the developing
[world. Eight Israeli-Jordanian joint ventures employing

about 1100 people already process goods‘[exported from
Israel duty-free under the U.S.-Israel Free Trade Agreement
We expect that designation as a qualifying industrial zone
will lead to the opening of six new ventures, including a
Motorola electronic component plant, which will employ
another 1700 people. | }
Is the U S. getting anythmg in return for glvmg these
products duty- -free treatment"

Duty free treatment for products of Irbid and other qualifying
industrial zones is intended to encourage greater economic
cooperation among countries in the region. More economic
cooperation means more jobs and more prosperity in the

~ Middle East. In the long run, this is the best way to build the
- foundation for a lasting peace. It’s good for Jordan, it’s good

- for Israel, anafsg’\“é‘(ﬁ for the United States.
(——-‘%\M‘—H.
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How does the agl"ee‘men‘t do that? ‘ 

i
|

Irbid is in Jordan. What’s the Israeli connection?

First of .all, the zone we are' designating toi’day includes not
only the Irbid industrial park, but also an Israeli Customs
Station located at the Sheikh Hussein br1d e between [srael
and Jordan, which will monitor the flow of inputs from Israel
to Irbid.

3

‘More importantly, we chose Irbid as the first qualifying

Industrial Zone because Israeli and Jordanian joint ventures |
. . L \ .
were already up and. operating there. The Agreement signed
between Israel and Jordan will ensure that any new venture
will also involve substantial economic cooperation between
the two countries.

By establishing a Joint Committee that w1ll approve: |

businesses located within the zone whose products will be

“eligible for duty-free treatment. The Con}mlttee may

determine that a business involves substantial economic
cooperation if the Jordanian and Israeli manufacturer each
contribute either one-third of the 35 percent content requlre
by our leglslatlon or 20 percent of the total productlon costs.

Is the U.S. a member of this Committeé? ;

A representative of the Umted States w1llt have the rlght to
part 101pate in meetings of the Committee as an observer.

What are the rules of origin?.




A. An article be either whollyvthe growth prdduct, or

manufacture of the Zone or a new or different article of
commerce that has been grown, produced or manufactured in
the zone. In making this determination for textile and apparel .
products, U.S. Customs will use the rules of origin set out in
Section 334 of the Uruguay Round Agreement Act.

_ .
DRAFTED BY: Dan Clune ' |

CLEARED BY: Cathy Novelli, William Busis, Matt Rohde, Chris Wilkas
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Talkmg Points for the New England Councx]
Indian Treaty R()/Qm,_---..‘,._w

for Business Liaison) for that introduction.

Before I begin, I would also like to» acknowledge J ames Brett (President of the
New England Council) for his work on behalf of the puﬁlic and private institutions

T
.t

that the New England Council represents.

Let me aléd recogniZe the strong leadership role that thez New England Council has

demonstrated over the years on issues such as the GATT, NAFTA, Fast Track, and

. currently IMF fundihg. Thank you again for your support and we at USTR look

forward to working with the New England Council in the future.




PRINCIPLES OF TRADE POLICY ' Ny

alershAsic
Let me start with-the- prmc1ples behind our trade pohcy

® Our businesses, workers, artists and farmers shouildbable to sell their goods,

services, inventions and artistic works freely and fairly around the world.
' o

° Consumers should cc tinue to enjoy the advantéges of new products, high

quality and low prices open competition can bring.

e

Gcers should not be unfa1rly damaged by fc fQ\gn cartels, dumpmg and

’ - \ o

‘bsuhes That is /ri/ econom\Lc over—cap/aélty abroaql canng?be allowed“tq 5 |
N '

/

\

€conomics driven investment at hgme.

o . Andevery American should be able to partic_ipété in the global economy --

and given the skills to compete effectively.
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PRINCIFLES OF TRADE POLICY [ : A
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Let me start with the principles behind our trade policy: ’%@\ b \\ (Q\(K:\f \,’?&(; L’E - \
\

B

2

e

' A
Qur businesses, workers, artists and farmers should able to sell their goo&a,‘semces
inventions and artistic works freely and fairly around the worid

Conswmers should continue to enjoy the advantages of ncw products, high quahty and low
prxmm open competmom can bring,

Producers should not be m}faarly damaged by foreign caxtels, dumping and subsidies. That
is, uneconomic over-capacity abroad cannot be allowed to chase rational, economics
driven investment at homs, : ,

And every Amencan should be able to p&I‘BClpate in the glebal ecennmy -- and given the
skxlh to compete effectively.

'!

. TRADE CRITICAL TO OUR FUTURE

This is essential 1o our future Amencans are 4% of world populatton Ifwc can't zell to -
the other 96% others waill,

‘ /1 _‘
Exports are almady critical to American jobs and prosperity. In Connecticut/one out of

every four manufacturing jobs relies on exports. Since 1992, exporte+mvé made up more
than a third of U.S. economic growth. U8, exports now support _;ust over 10% of ali the

~ jobs we have, and 17% of all new jobs, Ete ! 5 M@ A2S

But foreign countries still have higher tariffs, more restrxcnve quotas and more tolerance
for subsidies- and cartels than we do. s'are at their worst in areas where
the US is most competitive -- agricolture, high tach, semces, madicmc, entertainment, air
travel and more.

. i
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o we have comludxsd 245 separate trade agreements, antended to even this out. And
& working,

Last year, New England alone exported $40,7 billion in gbmﬂs. That is as much as the
total GDP of a lot of countries, and up from only $29.4 billion in 1993. '

That has helped employment grow in Massachusetts fmn%n 2.8 million to 3.2 million jobs,
and to raise average manufacturing wages from $11.90 an hour in 1992 to $13.24 today/

© [NEWENGLAND SUCCESSSTORY] f
°  Our34 separate agremnents with Japan more than doublead exports to Japan from
Vermont, New Hamps&ure and Rhode Island.

. NAFTA has madeCanada the largest export market for évary Wew England state,
- Mexico is now our second largest export market for goods. Two-way trade with these
countries is up 63% since NAFTA was signed, compared to 44% everywhere else.

® The Umguay Round cut tariffs and improved market ae;c;sss in goods, agriculture, and
- services, It also created better dispute settlement. We have brought 35 enforcement
_"actions to the WT(O, and have prevailed on 17 of the 18 decided so far.

Last year, we added to this accomplishment by cxtending_basié, fair rules into three broad ne
areas; .

[

° The Information Techmﬂ@gy Agreement, espemally Jmpmtzmt for New England's
high-tech firms.

e The Agmemem on Basic Telecommunications Semmas will ¢reate more than a million |,
- U.S. jobs in the next ten years.

. 'The Financial Services Accord last December. |

THE IMMEDIATE CHALLENGE: THE ASIAN CRISIS *

In the immediate future, we have a res;:cn&bﬂxty to prevent a ﬁxmnc:al crisis from spraadmg in

Asm and perhaps elsewhere.

«  The IMF programs in Asia bave ended the currency cras}fxes and helped markets recover in
Thailand and Korea. Full implementation will do the same in Indonesia.




spreading in Asia and pei‘h@\ps elsewhere.

The Agreement on Basic Telecommunications .S?ervices will create more
o ' .
than a million U.S. jobs in the next ten years. ‘

The Financial Services Accord last December.
. N ’ i
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In the immediate futu{i:, we have a responsibility to prevent a financial crisis from

i
c

‘\
\

ot

i
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The IMF programs in Asia Egve ended the c‘urrenéﬂz crashes and helped
- , . k

markets recover in Thailand and"‘Igorea. Full implementation will do the

r e

same in Indonesia. . \\ B

. \\‘\

\

They will also make structural reforms to s&ge tﬁefproblems at the root of

*,

this crisis, and which will also promote transpareh{y and opén markets.

RN
N
\,

. | N\ |
The next essential step is to approve new funding for the' IMEF. T am happy

! X,

to see the House Banking Committee strongly endorse the President's

s |
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And work with Congress to extend the General Systexh of Preferences, the
. , ' | ‘
Caribbean Basin Initiative and win fast-track authoriﬁtyv as the President

requested in his State of the Union address last January.

i
i
I

rgqueét’ for IMF funding, and hope to see the full Qongress move ahead as

soon as possible.

i

W’

/
/

Fast track authority ensures that the President is in a strong position to \

conclude tough trade deals in America’s interest.” It is a partnership between

i ——

, A L
the President and Congress that gives America credibility in international

THE WORK AHEAD | S
Now let us look ahead to the specific next steps: : 5

o “Built-in agenda” for th@, including agriculture, intellectual property,
B N ———w m——-"'-'-—-—

‘ £

'
i

negotiations.

services and government procurement.




Bring China, Russia, and 29 other nations into the WTO under proper

commercial terms.

oy

- New sectoral agreements: an expanded Information Technology Agreement,

a duty-free Agreement on Pharmaceuticals; mutual recognition agreements in

professional services and an agreement on global electronic commerce.

Asia Pacific Economic Cooperation forum to eliminate tariffs on $1.5 trillion

s

in global trade -- medical equipment, environmental services and technology,

energy equipment and services, natural resources and telecommunications.

o

Open talks next month in Chile to create the 34-nation Free Trade Agreement

of the Americas (FTAA). Senator C@—CT) in particular deserves |

credit for bringing us to this point.

Partnership for Economic Growth and Opportunit§ for Africa.

;l‘ransathmtic Agenda to improve trade ties with the EU.

1




° Make trade and envi‘\(onr?/éntal policies mutually supportive.
L A

r\\ /

but fundamental wo;ker rights. \\

MEETING CONCERNS ABOUT TRADE

‘Finally, we must also address concerns about trade at home.
N

3

. Workers and firms do face more foreign competition than they did ten or

twenty years ago. Combined with technological chénge (note: technology has

accounted for 80% of the job loss while trade has accounted for 20%), that has

caused concerns we need to meet, especially fof people from poor or rural

areas. We do t.want ¢o q\be a country where kiids. from Bro( \hne and Né:\wton |

\\\. )

.,u

ga;ow upmw1th no \krorrras whlle klds\\from northe MamQ and New @?

@\r imner @L“yiBostomﬁnd N\%v Hav\érf, grow ﬁlth no hope

o~ And we can prevent that through education and 'tfaTining.
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. loensurethat American workers are better prepared for today’s global economy, this
Y . i
) ' !

Administration has developed a broad safety net which iﬁcludes:

o The President’s balanced budget for 1999 providing for significant investments

in education and health.‘

e

° We have increased the minimum wage and provided for a new $500 per-child

—
Il .

tax credit for working families.

: !
o - The President has also made reform_of existing trade adjustment assistance
: : - |

. | ,
programs a priority. One such reform is to provide adjustment assistance to all

workers displaced from firms that have shifted produiction to another country,;

v
|

Such assistance is already available within NAF TA for companies that shut

down and move to Mexico and Canada.

[

° We will work with Congress to increase funding for worker training.

¢« ,

e Help schools across the country hire lOOInew‘teacher"s; link every school to the

Internet; and -give all young Americans the skills they need to be successful. -

o

o

10
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. ® We will continue to pursue policies that support a healthy economy; an
\ .

/

economy that grows and provide for new jobs. ‘ v
CONCLUSION o

Altogether we will open more opportunities for Americaﬁé, and make sure nobody

1s left behind7 Software engineers in Massachusetts and Ne,w Hampshire. ‘Specialty

i

farmers in Vermont and lobster boats off Maine. Men and women working at

o .
MassPort and Fall River. And the young men and women coming out of high school

and college in every New England town in just a couple months. [t is an

extraordinéry‘opportunity, and together we can make the bé;st of it.

E-

- 11




of ECAT) for that introduction and thank you for allowmg me the opportumty to

- address ECAT’s annual meeting. 1 would also like to acknowledge Duane Burnham
‘ (Chazrman and CEQ of Abbott Laboratorzes) and Cal Cohen (Preszdent of ECAT)

Thank you for your ongoing commitment to advancing Amerlca s trade agenda. [If
‘Bereuter is there when you begin speaking, thank him for his leadership on trade

issues.]|

I am very pleased to be here with the Emergencytéommittee for American

' ‘ : oy . .
Trade today. For close to twenty-five years now, ECAT has been an important voice

as our government has made trade policy. I have always been grateful for your

advice in the past and it has been good advice. g

i

h
i

Together we have worked to create and pursue ‘éll agenda that serves our

. : - > ! ’ . ) N
country’s needs in a new era. We have worked to create an environment where

.

world consumers have more choice. An environment where human, financial, and

natural resources are used more efficiently and productively with gains to all rather

than a select few. And, as we move ahead, we can lock in economic reforms -- the

openness to the world -- the freedom, democracy, and self-determination -- we see

emerging after the Cold War. - L




The Im portance of Trade to U S. Economlc Prospenty

S

Let me begin today by putting tfade in the ct)ntext‘nf' the U.S. économy. We

are in the 7th year of economic expansmn in the United States The unemployment '

rate is at the lowest level i in nearly a quarter century. We have created over 15

million new _]ObS since 1992." More Amencans are workmg now than at any time

—

since the Govemment began recording labor statistics nearly 50 years ago. J.ndusn:lal

production is 28 percent higher than in 1992; this eompa;’es with gains of only 7

. percent in Japan and 5 percent in Germany. And strong'investmenf has expanded
A : T . e
industrial capacity by 3.5 percent a year, the fastest rate since the 1970's.

The good niews continues on inflation, and consumer confidence is the highest

in 30 years, more than twice the :_level of 1992. .fef;he cqmbination of the

unemployment and inflation rates in the U.S. is just ovefsé percent, the lowest so-

called “misery index” for the U.S. since the 1960's.”

)

i

And_last month brought perhans the best news. 'Tl:le President submitted a

balanced budget for 1999. For the curfent fiscal year, estim:ates show that we will be

roughly in balance. For the ﬁrst time smce 19609 the federal govermnent is on its way
to spending no more than it takes in, an achlevement that Was not expected until the
year 2002. This is a far cry from the annual $300-billion deﬁc1ts of just a few years

o
ago. We also see the very real prospect of budget ‘;urphlses in the near future.

| . T

“The role of international trade has played in our economic expansion cannot

~ be oxerstated. Since 1992, eXports have accounted for nﬁére than one third of U.S.

. * . . :‘ i - .
‘economic growth. By comparison, in 1970 exports of goods and commercial services
| : - :

t
[

|
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. , o ‘ ! o .
accounted for only 5 percent of our Gross Domestic Product; by last year the share

had more than doubled to 11.5 percen_t'. Exports-account for 1'in'6 new jobs, and 1

in 5 manufacturing jobs. U.S. exports now support just over 12 million jobs. And
f‘-—_——‘\___‘

as(ECAT's pwn recent study, "Gl obal Investments, Amerlcan Returns " finds

exporters and internationally active compames pay hlgher wages In fact goods

export-oriented J()bS pay 13to 16 percent higher than the n;atlonalaverage.

The@@ms were released late last month and they confirm that

America’s export-led groivth remains robust. Exports grew a strong 10 percent last

year and reached a record $932 billion. Last year’s export growth rate surpassed the

growth rate in 1996 by more than 42 percent Growth i m exports since President
A

i

Clinton took office is up 51%. .

ot
‘l

The trade deficit, which remamed essentially ﬂat last year continues to decline
~—-—_——-—\

as a percent of our Gross Domesnc Product. Becatiseo@()nomy grew at nearly 4

percent last_year,, the trade deficit accpunted for just 1.4 percent of GDP, less than

~ half the level of ten years ago. Cﬁ%} b\] IR : ‘

i
o
o

| | |
' / ) ' j : . . I .
The importance of trade is underscored by our shrinking share of the world’s

population. Americans now comprise only 4% of the world’s population, and the

world’s population is growing more rapidly than our own. The power of-an emerging

e

glebéi‘ middle class made up of consumers with the ability‘,; to shift their consumption

patterns have become a critical factor driving markets.. ;In India and China, for
1 1n India and LAhin
example, there will be just over 300 ‘million new membe’rs of the middle class by

2005. These new middle class consumers around the world represent a boommg

Eenealll
potentlal market for our goods, servwes, and agl 1culture

3 |
' s




‘Whether we capture this exporf potential will detéfmine wh‘ether the U.S.

o

P

economy remams on top of the world in the next century.- Our success depends on

—

a vision that sees the future of the Unlted States in the 9% oercent of globai consumers

“that live outside our borders. Vision t,hat,demands an actwe trade agenda to open

new markets and reduce barriers. Vision that insists thét‘other countries live UQ to

their obllganons just as we live up to ours Vision that recogmzes that our ability to
compete in a changing global env1ronment including a meanm ful safety net here '

will be critical to our children’s future.; This is the vision that underlies the Clinton

Administration’s efforts to expand and preserve open access to overseas markets.
Trade Policy Successes Create Market Opporfunities

The ablht) of our firms and workers to compete soccessfully in the global
marketplace is the direct result of the efficiency and competltlveness of the U.S. .
economy and the llberallzlng, market-opemng trade pohcles pursued by this and
previous Administrations. Under th;'e Presiden‘c’s leadership and the bipartisan

250 trade

U
including 34 market access agfeemente with Japan alone ali

agreements in the last 5 years,

%sxgne"d“to advance our

support of Congress, we have negotiate

domestic economic and trade interests.

i

i
I

In the last year alone we have completed three major global trade agreements |
M

m areas where the United States is the most globally compemtlve and which provxde |

the infrastructure for the 21st century icconomy. l
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The Information Technology Agreement covers $500 billion in global trade,

more than $100 billion in U S. exports and ehmtnates tarlff bamers to over
90% of world trade in mforma‘uon technology products such as
semiconductors, computers, telecommumcanons equ1pment and the like. The

ITA will prov1de our companies a $5 billion annual tax cut because foretgn

e

"‘
[

tariffs are higher than ours.
The Agreement on Basic Telecommunications'Sérvice‘s will create more
'than a million U.S. jobs in the néxt ten years, ancl a {fizorld-wide indnstry worth
$675 billion today will double or triple within the next decade The agreement
covers  95% of the world telecom market , =and will allow U.S.
telecommunications compames to compete fully against local phone

monopohes g '

The F manclal Services Accord wﬂl ensure that ourl compames can compete
in forelgn markets and mamtam the U. S. lead in international bankmg,
insurance, and brokerage serv1ces The agreement on‘ financial services covers
$18 trillion in securities assets; $38 trillion in bank’ lendmg, and $2 trillion in

insurance premiums -- altogether twice the value of the GDP of the entire

'world o 3 i | -

Financial-Services, together with the ITA and;(the Telecom Agreement,

completes the trifecta gf global market opening agreements we have reached in the

' N = v . . .
past year. These are the mfrastructure of the 21st Century economy -- information,

T ——

) il ' o . -
communications, and finance. Yet although these agreements are still warm, we must

——

“move ahead. We are moving forward with negotiationsfor an ITA II for expan'ded

. l —
1
S

i .
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product and country coverage, and we must address globa'_l .clectroni'c commerce --

electronic transmissions and especiall};/ the Internet. T C( l"——\él’ l} ool | \OIZ j\%\fﬂ,lf\/)_.
- | - L 754

As the President noted in his soeech to the Technology ‘98 Conference, the

Internet is the fastest growing social and economic community in history, with 1.5

million new web pages created every day; 65 .OOO every hou'r. This phenomenon and

the ability of people throughout the world to access it has remarkable possibilities to

empower people all over the world The __Erd changes in technology and electronic

commerce are something that tradmg system must recognlze and address, and it must

do so quickly. i

|

— o .
. |

|

The changes are ndeed stag' ering. It is profected\that by 2002, electronic

Il exceed $300 bihion. |

!

commerce bet jeen busme ses in the Umted States alone }

/

l

And tod y; Inteﬁvuse is alread d1v1ded ather/evenly betw e United State

and the rest of the world, with global growth ' sage at an accelerating rate.

: : N
When we look at the global trading system, we see 50 years of effort to undo -

what governments have done--working to undo government-imposed tariffs and hon-

tariff barriers to trade. But the-world of electronic transmissions is, in trade terms,

@ Today, no member of the’ WTO con51ders electromc transm1s51ons as

importations for customs duty purposes There are no customs duties on cross-border

telephone calls, fax messages or computer data links, and this duty-free treatment

“should include electronic transmlssrons on the Internet. An agreement to this effect
would be an important next step in preparmg for the 21st Century economy, and

supporting this wholly new form of comimerce. <'

? |

|
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Agreements like those reached last year and hundreds of others negotlated by

the Clinton Administration are yreldmg results for U.S. workers and companies.

NWW& o

NAFTA: Exports to our NAFTA partners contmue to rise; up 13% to Canada

and an 1mpresswe 26% 'to Mexico last year. Two- way ~trade with our NAFTA

partners has grown 57 percent since NAF TA was signed, compared wrth 33 percent
for the rest of the world. The importance of NAFTA really hits home when we

realize that Canada remains our smglle largest tradlng partner, and that last year

Mexico displaced Japan as our s‘eco:'nd largest export ‘market, even though the -

Mexican economy is one-twelfth the size of Japan’s. The U.S. trade surplus with the

{ L .
rest of Latin America has tripled. i (A MW o

OQ(,@\W\B(L* o

Bilaterally market access rzgreements@ have contrlbuted srgmﬁcantly to -

e -- and miné -=1

enhanced opportunities for US. workers and W your s

t recount all of the bilateral agree ents here. Some of thd more notable

l

wﬂl

however, include: the Ihteilect PrOperty'Rjghts agregyments with

agreement
- China, which haye improved, but not yet solve problems of IPR pro ctions in
China; the agreements with Japan I;ast year regards g dlstllled spirits and port
practices, and the mutual ecogmtlon agreements with the\European Union th will

facilitate testing and inspedtion procedures and thereby telluce the burdens of

\MK\M uo] Nﬂj&‘ ,Cg@l(.
S @9(() S&f\\/\UUl

: g

:
"f, . .
i . C

exporting to the EU.
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Of course, ‘while the negot1at1on of agreements for market access is‘a central

feature of Adm1n1 stration trade pol1cy, enforcement of U. S r1ghts is equally critical.

Since 1993, the United States has brought OVer 75 en rcement actions under our

domestic trade laws and 1nternat1onal agreements The Un1ted States has brought

~ more enforcement actions in the WTO--35 cases to date--than any other country. Of

o
e

N \ml\
™

N

\“l Ml\@ m\or regional agreements, or through broad sectoral agreements Let

Y YUy

these, the United States has prevailed on he 18 complaint_s we have filed. We

have brought ‘good cases to the WTO; and under U.S. trade laws, we have scored

s1gn1ﬁcant v1ctor1es for the full spectrum of U.S. 1ndustr1es from agr1culture to [PR

and manufacturecl goods. a .

Desp1te our successes, more work is clearly necessary Our task today is more

complex than simply reducing tariffs, although there is surely more to do in this area.

Our trade policy agenda has a broad focus [t seeks to strengthen global free trade

rules under the WTO system, ensure that countr1es comply w1th the agreements that

(o
% |
1they have signed, and expand trade opportun1t1es for U.S. exporters through bilateral

1
a few examples: "‘

When the Uruguay Round was completed in 1995 we knew tha

unfinished business. That’s why we insisted on a so- called “built-in agenda
—{——

. of work for the WTO. More open markets for agr1culture services, 1ntellectual

property rights, and government procurement are all part of the built-in agenda

l

Multilateral trade negotiations in agriculture, for example, are set to begin in

!
v

give you just ya
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1999. - In addition, hew area é)f focus for the.GA’{fT f'sys‘tem fmist include

developing a global responSe to dompetitic')n policy,ﬂ éﬁd .b'riberWtion “IHes,

-to ensure that markets operate as efﬁciehﬂy as p0531ble ‘ 1
(o) mh S e (i sl

> We are working to expand the global tradmg systern to bring China, Ru351a
e

and 29 other natlons w1sh1ng to join the WT 0 under terms that open their
markets for U.S. workers and compames We are taklng a leadership role in

all these negotiations, making sure that all these accessxons are concluded on_

Tusd bt v
a\M&V\

commercially meaningful terms.

el 00| Ll i

> We have launched a trade agenda in the Asia Pacific Economic Cooperation

7AEC —

forum to eliminate tariffs-and expand trade across $1 5 trillion in global trade,

including medical equipment, egwronmental serv1ce§ and technology, energy

| equipment and services, natural resource p{roduc:tsf dnd telecommunication‘s
As with the ITA, ye will use ‘the WTO to muitllaterahze and lock in the
beneﬁts of these sectoral agreements |

(|

> Our exports to Latin America continue to grow more than twice as fast as our

exports to the rest of the world. . The Free Trade Aé,’i'eement bf the Americas

(FTAA) provides the means for estabhshmg hemlsphere wide rules that

~ substantially expand 0pp0rtumt1es and promote non-dlscrlmmatlon among all
34 FTAA countries. Asa result of the San J ose Mmlstenal from which I just
returned, real negotiations W1ll be launched by the Leaders in Santiago on
Apnl 18-19. We have estabhshed a structure wqh/leadershxp determined
through the end of negotiatic‘)né in 2005; nine negdfiating groups with chairs
set for the first 18 anths; %md a Committee on Electronic Commerce,

;
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comprised of both government ‘and private sector experts to make

recommendations on how to increase and broaden the beneﬁts to be derived .

words, tHe F"I“A<\ aims to pr0v1de a SIRgle

N \)\% EU\ \V\\hu -
President (‘llnton is in A[rtca today building on hlS Partnershlp for Economlc A

Growth and Opportumty initiative. The Initiative is. a cemprehenswe program

aimed at promoting sustained, stable economic growth in Africa by focusing

on those countries ‘that are successfully 1mplement1ng economic reform

programs. The President is working to open African markets to foreign trade
and investment, and create new epportunities for growing African nations. We

will also pursue efforts toajssist in Africa’s integration in the global

community of trading nations. :The House has alréédy passed the Economic

Growth and Opportunity Act, Wthh provides enhanced access to the U.S.
__—___/

\J Nv market for those African natlons whlch adopt open economies and reform to

grow and prosper. We are sending a resounding r message that our nation is
—_— . S ;
committed to pursuing a new economic partnership with an emerging Africa.




(- [

v
|
oo
|
I

The U.S.-EU alliance _will be further s-trengthene‘d aswe lf):bk to expand areas

of cooperation and achie\}e further market opening ;u‘nder‘ the Transatlantic

Sy
o

- Agenda initiated in 1995.

Lt
i [

In the Middle East, in addition to bringing countfie's_fin the region more fully
into the multilateral tradirigsystém, we are attempting to increase the level of
. . L R —

economic integration in the Middle East. This will enhance productivity, allow

individual countries to be more competitive in global markets, and foster the
type of economic cooperation th:at is central to the p’eéce process. We took an -
important step in that direction earlier this month \é'vl‘ﬁe'n I designated the first

“quahfymg industrial zone,” an industrial park in the city of Irbid, Jordan,

where Israeli and Jordanian companies working toge;ther will enjoy duty-free

access to the United States. - -
. . |'

trasbeemn geared 1o encourage CHATG to0 estabtistriheruteof~

Y
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law, open its econ

omy to imptort's and investy eﬁﬁ, and reform its trading

ules and obligations of the lwforld Trade Organization. .

|

that combines bilateral, regional

regime pursuant to the

We have piirsued a complementary polig

transparency of laws and j RSS tO a@ministrative and judicial
~ decision making, and exercise of administrative

discretion. Each of our * € context of the WTO and




‘ intemati(} ] norms and pra'ctice:s-and in the ng cessilty of adherence to a rules-

based regime

> We recently reached\a comprehensive rdarket open1ng agreement with Taiwan

which will dramaticallopen Taiwan's markets to U S agricultural products,
services, and industrial goods. ' US. farmers will see new markets for pork
- chicken, and other meat prodwgfs that have never. been open to any forelgn
imports. U.S. exporters of i 'ns ial products will ach1eve levels of market

access comparable to thosg avallab g in other developed econom1es 'And;

Taiwan will provide brgad access for the full range of services, including

financial and telecomphunications services\ Once all members of the WTO '

Ur_goals in Japan remain the same -- to open Japan’s market and spur

domestic demand in Japan. In 1997, we reached several important new
bilateral trade agreements, resolfving issues such as Japan’s ports practices and
; P _\

discriminatory liquor tax. We will continue to monitor closely these and the

many other bilateral agreements with Japan. A cr1t1cally X ortant oal this

year is to see implementation of the Enhanced In1t1at1ve 0 Deregualt1 n and

Competltron Policy announced last year. This deregulatlon age Japan

affects critical areas of the Japanese economy -- financial services,
-\_—

telecommunicat1ons, housing,’ medical equ1pment and pharmaceuticals --
. . —_— i

where we are aiming for decisive action on the part of the Japanese

2 o
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government in the first half of this year. As1 will'menti’on, we also look to

Japan to play a central role in resolving the Asian ﬁ:iaricial crisis.

' e)t?lmtal h and

, well

U.S. exporters -- the unfolding of economic events(in Asna.‘ he causes of the Asian

financial crisis are complex; but across the reglon a common web emerges --

{
t

inadequate supervision of financial institutions, speculative real estate and equity

* booms, excessively close ties between governments, banks and corporations. These

@

relationships and, in some countries, a deep-seated resistance to competition and free -

trade and investment, resulted in a misallocation of capital.
. | o ‘

We know that in the short term U.S. exports will be lower compared with

{ ————

what they would have been without the Asian problems. . (The trade numbers for

January provide the first evidence of the effects of the crisis; the goods trade deficit
with Korea, our largest trade partner arhong the countries niost involved in the Asian
financial crisis, deterlorated by roughly $1 billion between J anuary 1997 and January

1998 with the reduction in U.S. exports accounting for 90% of that increase.) But
_——‘——*

the international effort to restore economic and financial stability to the region is the

single most important trade policy objective we can have. 'It offers an unparalleled

opportunity- to push with renewedgvigor for muchjﬁeeded' and long-delayed

0o
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before the Congress be gpproved as soon as possible. |

We also look to Japan, the world’s second largest.economy, to play a central

role in resolving the crisis in Asia. We see the need for action in three areas. First,

we see the need for fiscal stimulus to support Japan’s economy and to make it a

potential source of confidence for the region. Second, it is crucial for Japan to act

clearly and decisively to strengthen 'ifis financial system with an infusion of public
money. Finally, it is equally inipoi'teint for Japan to deregulate financial and other -
sectors to open up the Japanese economy. The U S. cariﬁot be the only engine of

global growth or the sole buyer of goods to absorb the tremendous productwe '

capamty of the A51an region. /Q,)z)(? /Q&ué Wmﬁj} }1, Mh\lﬁﬂﬁ }7
, Ori

[
\,
mously 1mp0rtant econom /Q and national securi

promotmg restoratlon of \a::aytablhty in Asia.” When we act to rgsolve t

ﬁcannot d ust not turn our ac s\on events m As’a T Umted States |
as nor /

mterests at stake in

Lo S

~ Asjan crisis\a part of an intermational effort, we o protect and benefitthe




Amerlcan people. Put another way, the countries in trouble are some of our biggest

t

customers. In 19‘97 A51a accounted for 28% of total U. S exports
t : SR

. 1
.S

The Clinton Administration has spent the past five years focusmg conSIderable

attention on the As1an markets: the substantial bamers to market access for U.S. and
foreign goods and services, the lack of pro-eompeutlve mechamsms, and the need for

comprehensive deregulation and greater transparency. Systemic reform of the Asian

the benefits of an already aggressive trade policy.

The United States Must Stay Involved in Wprld Trade

. i

I sometimes hear people blame trade agreements as the cause of- trade"l

economies through the implementation of the IMF structural measures will intensify |

problems. This argument is simply wrong because it falls to recognize that the |

Wi(/l United States already has the most open market in the world. The objective of trade
< R p .

agreements is to open new markets and create new opportunities for our products.

T

trade ag‘reerhents. The roblem‘ls high tariffs and long-

The problem is n
standing trade barriers in fereign markets. /The problem- is phony science. The

. : |
“problem is preferential treatment that gther countries. enJoy The solution is to be

very, ‘Very eggressive in using all the tools at our dlsposal to crack open what is
clearly a world of opportunitys” We owe it to U.S. workers and farmers to resolve
today’s disputes withoutAosing sight \of the benefits of further reform of the

international trading




We simply do not mn ling our borders and ignoring the rest

of the world There is nothing that our C/z)mpetltors would 11ke more than for this

country to retreat and engage in an endless debate on trade The nation tried this with

Smoot-Hawley once, and the result was/to exacerbate the consequences of the Great

Depression.

t
' . fa
! o
i

The danger of inaction is th¢ danger of lost Qpportunity. We risk losing out
increasingly to others not because/they are more efficient pr(}ducers, but because they
are party to trade agreements t}7 put the United States at commercial disadvantage. .

As the President said in his State of the Union Address, “We must shape this
global economy, not shrink from it”./‘At the same time, we'must prepare our workers

and our workers’ children for this global economy. i

i

That is why this Administration has developed a -bto Wd safety ngt to make -

American workers better prepared:

> The President’s balan'ced budgetf for 1999 providesfoir significant investments

~ in education and health. His budget provides fundsht:o help schools link their

students to the Internet, hire new teac@_r’s,'and reduce class sizes -- all

critically important so that our children can enjoy the benefits of the global

economy. : . S

|
f

> We have increased the minimuni wage and provided' for a new $500 per-child

——————— v e

tax credit for working families. . .
C: , | . S

'
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» The President has rnade reform of exiSting tfade adjustment assistance

programs a pr10r1ty One such reform is to prov1de adjustment assistance to all
workers di: placed from firms that have shifted produetlon to another country.
Such assistance is ah*eady avaﬂable within- NAFTA for compames that shut

down and move to Mexico and Canada o "‘ -g

B
(

> We will also work with Congress to increase fundmg for worker trammg
-_____—_,__....o—"‘""*—-—._.a"‘
> We wiH continue to pursue policies that supportia healthy economy; an

economy that rows and prov1des for new jobs.

Lasi
yor

Let me say in conclusion, we must devote considerable resources to explaining

} Public Vlew of Trade

to the public the benefits of increased trade. Preparing Ame;rican workers is only half

‘ P, ' C :
the battle; American workers must see a gersonal opportunity in the prospe@ that
increased tfade holds out for our country§ ~This is a rea} challenge, not because

——
~ inicreased trade does not, in fact, create mcreased opportumty, but because Americans

e ———
do not see the opportunity as tangibly as they see the threat Amerlcans see Impor‘ts@
H\—'—--—.

:

but do not see exports. All U.S. exports -- computers, alrplanes wheat, software,

cﬁemicals, soy beans -- end up abroad; | A),\g }’INL tontaN H/\JL‘\ L\
I 1€ f) jobS + g

*WL
‘Supporters of trade must work harder than ever before as the focus on trade ha ghm

|

leth trade representing almost one third of our GDP imports exceeding

a trillion dollars last year for the first time ever; and exports hkely to exceed a trillion

o
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dollars this-year, it is no wonder that miore people are engaged and consumed by the

debate. You must help shape that debate.
MW/EPPZ—‘

I
s

In this regard, I applaud your annoﬁncement last' Qeek of plans to launch a

national, grassroots trade education campaign to explain to-workers and communities
H

the benefits of free trade. Having American workers talk to other American workers
and to their communities about the tangible benefits of trade is critical. AsI said at
the outset, ECAT has since its formation been an important voice in American trade

¢

policy -- I welcome its continued role. o

—

L

Thank you. | I
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- the tremendous technological change that is sweepihg_ the global economy.
. . v

‘global electronic commerce -- electronic transmlssmns and especnally the Internet.

- require a global response, while ensuring that regulatory systems alréady in place in fact result

INTRO

As we move forward, we must fashion an,international trading syétém that can accommodate

We are looking to foster a trading system that is transparent. and genuinely pro-competitive.

A trading system where bribery and corruptmn no longer sap economic vigor from economies.

'

A trading system that develops effective instruments to address the social dimension of trade,
including respect for workers and the env1ronrnent '

A trading system that recognizes the challenge of domestic regulation.
A trading system that can accommodate proliferating regional trade agreements as well as
transitional economic systems without sacrificing free-market principle’s.

And perhaps most importantly, a trading system that answers the concerns that trade is the enemy
of jobs and high hvmg standards

it

CHALLENGES FOR THE 21ST CENTURY
1 b

/

Trade Policy for the Information Age

The three agreements recognize that we are'in an era characterized by intense technological
change. A time when product life cycles are measured in months and information and .
money move around the globe in seconds. A time where we can no longer afford to take 7
years to finish a trade Round, or decades pass between the time a trade barrier is identified and it

isactedon. - : ‘

Yet although these agreements are-still warm, we must move ahead and this means addressing

The rapid changes in technology and electronic commerce are sornething that trading system’
must recognize and address, and it must do so quickly. ;

Building Transparent, Open and Competitive Markets
All countries have regulatory systems in place to protect such critical interests as the
health, safety, and security of their citizens. These are essential functions of government. The

GATT system must be sufficiently flexible to identify further areas of needed regulation that

in the transparent, pro-competitive markets they are intended to foster.
- ‘ . i




As we look to potentially new areas of needed regulation, certain basic principles should
apply. The role of the WTO is not to demand a system of uniform regulation nor to detract in
any respect from the absolute right of governments to establish a 'particul'ar set of regulatory
norms, provided they are neither discriminatory, arbitrary, nor disguised barriers to trade.
Rather, the role of the WTO is to ensure that national reoulatory practices are fully
transparent and not politically dlrected

[
P

Competition policy, . : o

Economic globalization has dramatically increased the importance of strong competition
policies due to the increased risk of international cartels and the tremendous growth in

transnational mergers. We must develop an international culture of competition and sound
antitrust enforcement, built on the basis of shared experience, bilateral cooperation and technical
assistance. From that base we should focus on those particular practices and industries where
the most egregious anticompetitive practices have been concentrated. If we can do that, we will
have a solid foundation from which to buxld a more comprehenswe regulatory framework for
competltlon policy.

Bribegg and corruption. o

Global action is also needed to address the pernicious problem of bribery and corruption.
Governments have begun to recognize what many throughout the world have known for decades:
bribery subverts and can destroy political processes, it stifles efficient markets and it acts as an
invisible tariff on inost imports and contracts. The price paid by both the developed and the
developing world for the continuation of bribery and corruption is simply not sustainable.

In addition, the WTO has established and begun enforcing basic rules that diminish the
opportunities for bribery and corruption to take place in, for example, government procurement
and customs valuation. Work is already underway to ensure greatér transparency in ‘
government procurement procedures, an area where bribery is most vexing.

The real challenge is to ensure that regulatory systems do not create false process, i.e..
the appearance of transparency undermined by de facto decisionmaking based on factors
divorced from the regulatory framework. The WTO must demand enforceable regulatory
transparency at all levels of decision- making, if trade concessions a;re to yield tangible benefits.

The WTO Must Insist on Real Market Access

Another challenge for the WTO isto integraté fully all nations into thé global trading system.

'

We need to ask how, over decades, some countries have been members of the GATT System,
-while maintaining home markets essentially hostile to competmon

How can the WTO system deal with structuralf barriers, the nature.‘of which will invariably




3f!

reduce or negate the value of trade concessions made? - = \

Other countries, long members of ‘the GATT system have also faiied to open up to global
competition although the mechanism has differed. India /Afncan we must again ask how the
failed to engender more fundamental economic reforms. ‘

[

Last, our attention must also be focused on brihging new counfries into the GATT System.

i
i

The‘Broader Dimensions Qf Tra;ie

An equally impoitant challenge for the GATT System will be fo recognize and address the
fundamental relationship between trade and the environment and trade and worker rights.

l

Public Conﬁdence and Global Grb&vth

As critical as the issues I have just outhned may be to gain the support for trade of consumers
and workers across the globe.

If the global trading system does not factor in this social dimen‘si'on, the credibility of an open |
markets policy will be seriously jeopardized. ' o

In the United States there is a growing recognition that an effectijv;z economic safety net must
exist to respond to economic change that moves faster by the day.. Worker training, educational
opportunities, health care, adjustment assistance and many other programs must be responsive to
the needs of mdwlduals and communities. ,

i
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Testxmony of

 Ambassador Charlene Barshefsky :
United States Trade Representatlve o

before the ‘

House Appropriations Committee
. Subcommittee on Commerce, Justice, State,
The Judiciary and Related Agencies .

March 31, 1998

Mr. Chairman: - ; | -

I welcome this opportunity to appear before the Subcommittee to présent the Fiscal Year 1999

budget request for the Office of the United States Trade Representative.

This Subcommittee has consistently supported USTR’s mission to open markets, to expand
trade, and enforce trade laws and trade agreements. [ thank the Commiittee for its support for
providing USTR with additional career positions and funds in FY 1998 which will help ensure
we meet the tasks before us. We look forward to your continued support in the years ahead.

This afternoon, T will present USTR’s program priorities for the next eighteen months, describe
our budget request for FY 1999 and respond to questions the Subcommittee may have.

Program Priorities

Let me begin today by putting trade in the context of the US economy. We are in the 7th year of
economic expansion in the United States. The unemployment rate is at the lowest level in nearly
a quarter-century. More Americans are now - working than at any t}me since the Government
began recordmg labor statistics nearly 50 years ago. Industrial productxon is 28% higher than in
1992; this compares with gains of only 7% in Japan and 5% in Germany. And strong investment
has expanded industrial capacity by 3.5% a year, the fastest rate sinpe the 1970s.

The good news coritinues on inflation, and consumer confidence is the highest in 30 years. The
combination of the unemployment and inflation rates in the US is just over 6%, the lowest
so-called “misery index” for the US since. the 1960s.

* And last month brought perhaps the best news. The President submitted a balanced budget for

1999. For the current fiscal year, estimates show that we will be roughly in balance. This is a far
cry from the annual $300-billion deficits of just a few years ago. We also see the very real
prospect of budget surpluses in the near futgre . »

The role international trade has played in our economic expansion can hardly be overstated.
Since 1992, exports have accounted for more than one third of US economic growth. Second, in
1970 exports of goods and commercial services accounted for only 5 percent of our Gross
Domestic Product; by last year the share had more than doubled to 13 percent. Exports account -




-

for 1 in 6 new jobs, and 1 in 5 manufacturing jobs. US exports now sﬁpport just over 12 million
- jobs. And jobs supported by US goods exports|pay wages that are on average 13% to 16% h1gher

than the average for all US workers. i e
The 1997 trade figures were released last month and they conhrm thatE America’s export-led
growth remains robust. Exports grew a strong 10 percent last year and reached a record $932
billion. Last year s export growth rate surpassed the growth rate in 1996 by more than 42
‘percent. i . ;
i : b

The trade deficit, which remained essentially ﬂat last year, contmued to decline as a percent of
our Gross Domestic Product. Because our economy grew at nearly 4: percent last year, the trade
~ deficit accounted for just 1.4 percent of GDP, less than half the level of ten years ago.

. l H

The importance of trade i is underscored by our shrmkmg share of the world’s populatlon
- Americans now comprise only 4% of the world’s population, and the: world’s population is
- growing more rapidly than our own. The power of an emerging global middle class made up of
consumers with the ability to shift their consumptlon patterns have become a critical factor’
driving markets. In India and China, for example, there will be just over 300 million new
members of the middle class by 2005. These new middle class consumers around the world
represent a booming potential market for our goods, services, and agrieplture.
Whether we capture this export potential will help determine Whether the U.S. economy remains -
on top of the world in the next century. Our success depends on a v1510n that sees the future of
‘the United States in the 96 percent of global consumers that live outsrde our borders. Vision that
demands an active trade agenda to open new markets and reduce barriers. Vision that insists that
other countries live up to their obligations just as we live up to ours. Vision that recognlzes that

our ability to compete in a changing global envrronment including a meanlngful safety net here,
will be critical to our children’s future. This i is 'the vision that underhes the Clinton
-Administration’s efforts to expand and preserve open access to overseas markets.

|
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 Trade Policy 'Successes dreate Market Opportﬁnities

The ability of our ﬁrms and workers to compete successfully in the global marketplace depends
~on the efficiency and competitiveness of the U.S. economy and the hberahzmg, market- openrng
trade policies pursued by this and prev1ous Admrmstratlons ' :

In the last year alone we have completed three major globa] trade agreements in areas where the
United States is the most globally competltlve and which provrde the: 1nfrastructure for the 21st
century economy. . k - . .

> The Information Technology Agreemﬁent (ITA) covers $50()‘1"‘oill'ion in global trade,
more than $100 billion in U.S. exports,iand eliminates tariff barriers to over 93% of
world trade in information technology products such as semiconductors, computers,




integrated circuits, telecommunications equipment and the like. The ITA will provide our -
companies a $5 billion annual tax cut because foreign tariffs are higher than ours.

> .The Agreement on Basic Telecommunications Services is expected to create more than
a million U.S. jobs in the next ten years, and a world-wide industry worth $675 billion
today will double or triple within the next decade.” The agreement covers 95% of the
world telecom market and will allow U.S. telecommumcatlons compames to compete
fully against local phone monopohes : ‘ '

> The Financial Services Accord will ensure that our companies can compete in foreign
markets and maintain the U.S. lead in international banking, insurance, and brokerage
services. The agreement on financial services covers $18 trillibn in securities assets; $38
trillion in bank lending; and $2 trillion in insurance prcmlums -- altogether, tw1ce the
value of the GDP of the entire world.

Financial Services, together with the ITA and the Telecom Agreement, completes the trifecta of
global market opening agreements we have reached in the past year. These are the infrastructure
of the 21st Century economy -- information, communications, and finance. Yet although these
agreements are still warm, we must move ahead. We are moving forward with negotiations for
an ITA II for expanded product and country coverage, and we must address global electronic
commerce -- electronic transmissions and especially the Internet, the newest mode of global
_commerce. :

" Greater Workload |

This successful record, coupled with the tasks we must take on in the next decade, speaks to a
greatly expanded workload. < '

We are party to more agreements. Five years, ago, we had a small handful of cases in the GATT.
Since then, we have been involved in nearly sixty cases, plus other dlspute settlement-cases in
NAFTA. , - ’

We have new trade partners to work with. Russia, China, Taiwan and others are joining the
world trading system, and we are working with their governments to brmg them into the WTO
on commercxal terms. -

We have new issues to address, as government procurement, bribery, corruption and
transparency and scientific issues like biotechnology have greater effects on trade. And new
technologies have created not only new products but new fields of trade like electronic
commerce. ‘ " ‘

Our $24.8 million request will help us reach our goals on these and the other issues on our trade
agenda. The request is aligned with the GPRA Annual Performance Plan for FY 1999, which |
submitted to the Congress last month. The Performance Plan establishes concrete performance




goals that we expect to achieve next year. The g,oals are part of USTR S five- -year Strateglc Plan
that | sent to Congress last September

Asian Financial Crisis

Let me turn now to the specifics of our trade policy agenda. And our most immediate challenge
is the financial crisis in Asia. Its causes are complex, but across the region a common web
emerges -- inadequate supervision of financial institutions, speculative real estate and equity
booms, excessively close ties between governments, banks and corporations These relationships
and in some countries, a deep-seated resistance to competition and free trade and investment,
resulted in a misallocation of capital. | :

Recession in the affected countries, combined with lower currency values, will hurt American
exporters. And the longer the crisis continues, the worse the harm will be. We cannot sell to our
major customers in the region if they carnnot b1i1y. And so the international effort to restore
economic and financial stability to the region is the single most important trade policy objective
we have now. It also offers an unparalleled opportunity to push for much needed and
long-delayed fundamental economic reforms--reforms of a structural or systemic nature that can

lead to greater transparency and pro-competitive economies.
1

Monitoring the 1mplementatlon of these countries trade policy reforms through the IMF, the
Administration, US industry, and the WTO, is. central these countries can tolerate backsliding
even less than we can. '

Legislative Priorities
Restoration of IMF funding must be the first priority on the Congressional trade agenda, and the
Asian financial crisis underscores fundamental US interests in the global economy. This crisis
also illustrates why fast track remains a priority for the Administration. It is plainly to our
advantage to have every tool at our disposal in trade negotiations, and we are plainly- .
disadvantaged when market opening efforts are stymied for lack of the appropriate tools. We are
continuing to consult with the Congress on fast track, and will work w1th you to make decisions
as to tlmlng and scope of fast track legislation. :

We are also working in Congress to gain approval of the International Shipbuilding Agreement.
This would dramatically strengthen U.S. competitiveness across an 1ndustry which has been
flooded with subsidies by our .competitors. :

Renewal of the GSP program, which provides: .market access to the Un1ted States for developing
countries, is another critical issue on the trade agenda. ' ‘

The Administration also continues to support expanded trade benefits to the Caribbean Basin
countries that meet eligibility criteria.




President Clinton is in Africa today building on his Partnership for Economic Growth and
Opportunity initiative. The Initiative is a comprehensive program aimed at promoting sustained,
stable economic growth in Africa by focusing on those countries that are successfully
implementing economic reform programs. The President is working to open African markets to
foreign trade and investment, and create new opportunities for growing, African nations. We will
also pursue efforts to assist in Africa’s integration in the global community of trading nations.
The House has already passed the Economic Growth and Opportunity Act, which provides
enhanced access to the U.S. market for those African nations which reform to grow and prosper.
We are sending a resounding message that our nation is cemmltted to pursuing a new economic
partnership with an emerging Africa. : ~

Monitoring and Enforcement

Now let me describe our négotiating agenda --'which begins with makihg sure the agreements we
reach will stick. '

" All negotiations and agreements réquire follow up and enforcement. Since January 1993 we .
have concluded 250 trade agreements. Since 1993, the United States has succeeded in over 75
enforcement actions under our domestic trade laws and international agreements. We have filed
more complaints in the WTO--35 cases to date-- than any other country. And we have prevailed
on 18 of the 19 American complaints acted upon so far. We have brought good cases to the
WTO and under U.S. trade laws, we have scored significant victories-for U.S. industries’ frorn
agriculture to intellectual property rights and manufactured goods. ‘

. During F Y 1999 we expect to work toward completing WTO and NAF TA dxspute settlement
proceedings in many of the 41 active disputes in which the United States is either a cornplamant,
defendant or a third party complainant, We also anticipate increased need next year to monitor
implementation of settlement agreements reached with other countries as part of the WTO
dispute settlement process, defending complaints brought against the United States and, of
course, Initiating new cases necessary to protect U.S. interests. '

We will also continue to challenge aggressively market access barriers abroad using all available
domestic laws (i.e.,Section 301, Super 301, “Special 301" under Section 182 of the Trade Act
and Section 1377) to open foreign markets and ensure fair treatment for our goods and services,
to ensure nondiscrimination in foreign government procurement and to ensure compliance w1th
telecommunications agreements. , : ( , i

World Trade Organizatioh

“The conclusion of the Uruguay Round did not mean the end of negotlatlons Rathcr it began a
substantial WTO work program supplernented by decisions taken at the first WTO Ministerial in
December 1996. A second WTO Ministerial scheduled for May of this year will set the stage for.
launching in 1999 various negotiations provided for in the “built-in agenda” and make
operational other decisions taken in the WTO.: This program of work includes new negotiations

i




.

‘to expand the liberalization of trade in agriculture and in services; negetiations to improve and
extend WTO rules concerning government procurement; and ne;:,otlatlon of TRIPS Agreement
provisions related to bloteclmology, geographlcal indications and non-\uo]atlon dispute
settlement. , ; o
‘ v ;

FY 1999 will see the launch of WTO agriculture negotiations. FOHOWing the Uruguay Round,
countries agreed to continue the process of reform in agriculture. These negotiations will center
around improving market access, reducing subsxdles and challengmg market-distorting activities
of state tradmg enterprises. . , - } 0 :

; : r :
Let me say a particular word about agriculture; Nowhere is the link between today’s economic
expansion and trade more visible than in agriculture. No sector of the US economy exports more
than agriculture, where our country ran a surplus of $21 billion Iast‘year and will do better still
as we remove trade barriers. Exports are critical to the future of America’s farmers and ranchers,
and to our entire economy. We thus now have a Special Trade Negotlator at USTR for
agriculture at the Ambassadorial level, and Secretary Dan Glickman and I have significantly
improved coordination between USDA and USTR to ensure the best results. ‘

We also will continue our work to bring countries who remain out51de the WTO into it, under

fair commercial conditions. Thirty-one countries are actively seekmg accessmn to the WTO,

with China and Russia’s accession by far the most complex. These w1ll set the ground rules for -

trade with nearly a quarter of the world’s populatlon for years to come ‘Thus we place great

emphasis on the negotlatlons both bllaterally and through WTO workmg parties, of the terms of
accession. o e

Regional and Bilateral Negotiatiohsf ‘

We will also build on regional and bilateral market access agreements seekmg greater openness
worldwide to our goods and services. Removing barriers to trade arid opening markets will
increase theopportun ity to export and create jobs for Americans. Our. bilateral negotiations with
- countries around the world continue at an extrémely active pace, and 1999 will be no exception.
In recent years, we have also placed heavy emphasis on regional trade relationships and regional
~ agreements as a means of expediting more open access for US exports. Thus we have held
regional trade ministerial meetings with FTAA and APEC economies.  The Asian and Latin
American economies have been the two fastest growing in the world, 'a'nd will continue to be
critical in expanding markets for Amencan-made products and services. Other regional
arrangemems also emerge. |
|

Free Trade Ar eg of 1; he Americas(FTAA) !
Our exports to Latin America continue to grovir more than twice as fast as our exports to the rest
of the world. The Free Trade Agreement of tke Americas provides the means for establishing
hem1sphere-w1de rules that substantially exparid opportunities and promote non- d1scr1m1nat10n
among all 34 FTAA countries.

f

: i | , -
Earlier this month I met with my counterparts in San Jose, Costa Rica to set the stage for the




Leaders meeting next month in Santiago, Chile. That meeting will launch formal FTAA
negotiations. We have established a structure with leadership determined through the end of
negotiations in 2004, with nine initial negotlatmg groups. . We have further established a
. Committee on Electronic Commerce comprised of both government and private sector experts, to
make recommendations on how to increase and broaden the benefits to be derived from the
electronic marketplace, and a Committee on Civil Society, comprised of government
representatives, which will encourage those representing business, labor, environment, academic
and other interests to. present their views so that the Commlttee can develop appropriate
recommendations for the Ministers. '
USTR will continue to manage the FTAA process and lead the negotiations of the FTAA,
* concluding interim agreements by the year 2000, in order to meet the Miami Summit directive to
achieve concrete progress by the end of the century. Completing F TA negotiations with Chile
also remains an Admlmstratlon pr10r1ty |

Asia Pacific Economlc Cooneratlon ( APEC)

We have launched a trade agenda in-the Asia Pacific Economic Cooperatlon forum to eliminate
tariffs and expand trade across $1.5 trillion in global trade, including medical equipment,
environmental services and technology, energy equipment and services, forest products and
telecommunications. As with the ITA, following APEC negotiations we will use the WTO to
multilateralize these sectoral agreements. Negotiations on the initial group of sectors should be
completed this year.

Western Eurone

The U.S.-EU alliance will be further strengthened as we look to expand areas of cooperation and
achieve further market opening under the Transatlantic Agenda initiated in 1995. We will work
- with our counterparts from the European Union and the Transatlantic Business Dialogue to
develop and implement the “building blocks” of a freer and more comprehensive bilateral
economic framework. Agricultural issues will be a critical part of this. I would like to note:
recent interim progress in the EU on blotechnology, with member states voting to approve
introduction of three American GMO varletles of corn.

b

Africa

During FY 1999, we will continue efforts to 1mp1ement the Pre51dent s “Partnership for
Economic Growth and Opportunity in Africa” initiative and to support passage of the African
Growth and Opportunity ‘Act, HR 1432, USTR is responsible for implementing key elements of
the President’s Partnership, such as the initiatives for: GSP implementation, increased focus on
African adherence to all of the WTO rules and obligations, 1nclud1ng tariffs, intellectual property
rights protections and services; more bilateral investment agreements with African countries; and
increased government to government dialogue on trade and investment matters.

Middle East

In addition to bringing countries in the Mlddle East more fuIIy into the multilateral trading
system, we are: attempting to increase the level of economic integration in the region.

This will enhance productivity, allow individual countries to be more competitive in



global markets, and foster the type of economic cooperation that is central to the peace
process. We took an important step in that direction earlier this month when |
designated the first “qualifying industrial zone,” an industrial park in the city of Irbid,
Jordan, where Israeli and Jordanian companies working together and exporting from

the zone will enjoy duty-free access to the.United States. We look forward to building
on this initiative with Israel and other countnes in the region. ’

Japan ( - ;
The trade agenda reflects the continuing importance and complexity of the U.S.- Japan trade

relationship. Japan’s policies are central to ensuring not only effective market access for U.S.

- goods and services, but also of the Asia region, particularly in light of the Asian financial crisis.

Our goals for the Government of Japan remain the same -- for Japan to open its market, to

achieve deregulation of its economy and to spur domestic demand. In.1997, we reached several
important new bilateral agreements with Japan, resolving such issues. as telecommunications

‘ procurement discriminatory taxation, intellectual property rights violations and civil aviation
these and the many other bllaterai agreements with J apan. A critically important additional goal
this year is to see implementation of the Enhanced Initiative on Deregulation and Competition
Policy announced last year. This deregulation agenda with Japan affects critical areas of the
Japanese economy -- financial services, telecommumcatlons housing, medical equipment and -
pharmaceuticals -- where we are aiming for decisive action on the part of the Japanese
government in the first half of this year. Itis critlcal for Japan to deregulate to open up the

J apanese economy.

We also look to Japan, the world’s second largest economy, to play a central role in resolving the
crisis in Asia. We see the need for action in three areas. First, as already noted, it is critical for
Japan to deregulate and increase foreign market access. Second, we see the need for fiscal
stimulus to support Japan’s economy and make it a potential source of confidence for the region.
Third, it is crucial for Japan to act clearly and decisively to strengthen its financial system. The
"US cannot be the only engine of global growth or the sole buyer of goods to absorb the
tremendous productive capacity of the Asian region.

China | S ' |
U.S.- China trade relations 1nvolve multilateral reglonal and bllateral 1nit1at1ves as well as
enforcement of existing arrangements ‘ :

Our multilateral trade relations focus on China’s accession to the WTO as a way to address the
broad range of trade issues affecting America. Negotiations moved ahead last year at the
Presidential summit in Washington, when Presxdent Jiang committed that China will join the
Information Technology Agreement (ITA) as soon as possible. In Vancouver at the APEC Trade
Ministers meeting and as confirmed by her President, Minister Wu made a number of proposals
that form the basis for more serious negotiations on market access for goods. Talks have not,
however, made significant progress in recent months. Negotiators will meet next week in
Geneva, at which time we will be better able to assess the likely pace of talks on WTO accession.
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people for IPR piracy and imposed sentences up to 17 years; and seized more than 6 million CDs -

sources of copyrighted materials but also d;istribution centers for pirated products.

‘Labor Standards and Trade and Environmental Pohcy

Bilaterally, we are concerned about China’s failure to resolve longstanding sanitary and
phytosanitary issues affecting citrus, Pacific Northwest wheat, pork and poultry. We also have
concerns in various services sectors. leew1se China has penodlcally taken measures that
adversely affect U.S. interests; we succeeded in rolhng back a tariff'i increase on soybean oil, but
remain concerned about potential regulations affecting US pharniaceuticals and direct selling, as
well as the potentially discriminatory application of measures affecting distilled spirits. We are
devoting substantial resources to each of theSe issues, as well as to te’xtiles trade enforcement.

Nowhere is the necessity for a strong bilateral approach more ev1dent than in mtellectual
property rights. Our efforts over the past four years have won results: China has closed 62 CD
and CD-ROM production lines and destroyed their masters and molds; arrested more than 250

illegally smuggled into China. More efforts are necessary, espec1ally in software “end-user”
piracy by public and private entities. We have, however, used a forceful approach that has
helped to establish the infrastructure in China that should lead to continued improvements in
protection. Hong Kong and Macau are now the focus of our attention not only as production

We will continue bulldmg on our initiatives regarding the relat1onsh1p between trade
liberalization and core labor standards and environmental protection, as well as our effort to -
make the global trading system more open and accountable to the public..

The Clinton Administration is seeking agfeement on a Declaration on Core Labor Standards at
the June Labor Conference of the International Labor Organization. This Declaration should be
accompanied by a follow-up mechanism. At the WTO, the U.S. has successfully advocated that
the ILO and WTO Secretariats work together and conduct research on core labor standards
issues. Bilaterally, we continue to use our tariff preference programs to improve internationally
recognized worker rights in beneficiary eountrles in accordance with the authorizing statutes. .

~ We continue our efforts to ensure that economic growth and higher standards of living go hand | “

in hand with global environmental protection. In the WTO Committee on Trade and the .
Environment, we recently led an effort to identify areas where trade liberalization can make a
direct and positive contribution to environmental progress; examples include agriculture,
fisheries, and environmental goods and services. We also contribute. USTR expertise to the -
negotiation of international environmental agreements affectmg trade, such as the Biosafety
Protocol on trade in living genetically modified organisms, to erisure that US trade and
environmental policy objectives are mutually supportive.

USTR also pursues improved openness and transparency of trade institutions, to increase the
opportunities for meaningful public participation. In the WTO, we are seeking less restriction of
documents and to allow non-governmental representatives to observe dispute settlement panel
proceedings and file comments with panels. In the FTAA, we recently won agreements to

~ include labor, environmental and other interests in a new mechanism for civil society input to

ensure a participatory role and provide for transparency.
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Outreach

The growth of trade also requires us to work rnore closely than ever b:efo're with State and local
governments. Thus, we are increasing our legal staff by about one-third, not only to handle cases
* under the WTO and NAFTA, but to make sure we can forcefully defend US interests challenged
-~ in WTO dispute settlement proceedings. Anexample is the WTO consultatlons initiated by the
EU and Japan regarding Massachusetts’ selectlve purchasing law.

We will also increase our coordination and c‘onsultations with state an_d local governments on
WTO proceedings and proposed and on-going trade negotiations. I'have personally met this year
with the U.S. Conference of Mayors and the National Association of Counties, and our staff has
briefed and consulted with the National Governors Association, the Western Governors
Association, and the National Association of State Development Agencies. We are also creating
a section of our Internet site solely devoted to state and local issues, and developing a State
Single Point of Contact System in all 50 states to ensure that state governments are promptly
informed of Administration initiatives. Altogether these efforts will keep state and local
governments better informed, and enable them to participate more fully in the process.

FY 1999 Budget Level

For FY 1999, the budget request proposes approximately 180 FTEs and $24,836,000 in new
budget authorlty This represents an increase of $1.1 mrlhon and 2 FTEs We would use the
$1.1 million increase for 3 purposes: ;

. _ $448,000 to meet inflation and the scheduled Federal employee pay raise;

. $504,000 to complete an opgrade of USTR’s information technology (IT). Our
IT upgrade is spread over a 3-year period, with the first step taken
in FY 1997 when the Congress provided $560,000 to rewire the
Winder Building with fiber optic cable. In FY 1998, we plan to -

- ask the Committee for authority to reprogram approximately
$500,000 to purchase about one-half of the IT hardware. The
$504,000 proposed for FY1999 would complete the upgrade and
help ensure that our information’ technology network is Year
2000 Compllant

$140,000 for 2 new career negotiators in FY 1999 - one trade specialist each in
our Japan.and China offices. ‘

Consistent with Congressional direction in the F'Y1998 approprlatlon USTR is reducing the
number of political appointees to no more than 25 by May 1, 1998. As part of a broader and
ongoing management improvement effort to better target its resources on mission-focused
objectives, USTR had started this reduction prior to enactment'of the FY1998 appropriation.
The agency has gradually reduced the number of political appointees from 38 in March, 1996, to




30 in September, 1997, to 26'in February 1998 We are commltted to achieve the target of not
more than 25 appointees by May 1, .1998. :

Altogether, USTR’s budget policy for FY 1999 is to sustain the record of accomplishments that
the agency has achieved in the last five years; while containing overhead costs, streamlining
operations and improving management effectiveness, in furtherance of the President’s goal of a
more responsive Federal Government.

USTR People

One last point. USTR is a small agency. But I believe we have some of the hardest-working,
most dedicated people in government. Our staff is talented, works long hours, and delivers
results for real people. Our career employee§ live up to the high expectations placed upon them.
And that makes me very proud to present this budget to the Subcommittee today.

The work ahead is challenging. But I can assure you and the Members of the Subcommittee that -
we are ready to accept these challenges, and that we have top-quality. people who are up to the
task. With approval of our appropriation request and the continued support of the
Subcommittee, I am confident that we can contmue successfully to carry out our mlssmn and

meet the challenges before us. ' : S

This concludes my formal statement. I would be pleased to answer, e{hy quesﬁons you may have.
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Ambassador Chaﬂene Barshefisky ,
California Agricultural Education Fguﬁndation

 April 2, 1998

Good ﬁmming. Thank you fér that kind introdui:»t‘i:o‘n. I very much aprreciate‘
Congressrﬁan Dooley and Congpesémaﬁ Radénoﬁch brmgmgus itogether't‘his
morning. It’s: gréat to see you, and :)I can tell yoﬁ that you héve two fine people |
_ﬁghﬁ‘ng for you in Congréss. And llet me give Cengressi:flan Dodley special '.
congratulAations on Sta;iford Univer“sity’s run to the Fin(éli Four.

y

PRINCIPLES OF TRADE POLICY

This .mor‘ning Il review'thé. majof points of our trade agenda. And although
it can be a little involved, the basic principles are simple. So let me start there.

i
1
-- We believe our farmers, ranchers, businesses and workers should be able

to sell their goods, services, 'mven:tions and 'artisticy works freely and fairly -- as you

.should be able to sell fruit, cotton, vegetables and wheat to'buyers around the world.

- Cons:.ﬁners should have the advantage of the Evériety, high quality and low

prices open trade and competition can bring. I note in',-ﬁyesterday’s Fresno Bee that

oo
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Prepared' for Delivery

" Remarks of Ambassador Charlene Balrshefsky
“Asia.Rising?”
U.S. Naval Academy

* April 14, 1998

Good momlng I offer my very sincere thanks to Cynthla Frederick for that
kind introduction; to Admiral Larson and the U.S. Naval Academy for inviting me
to speak with you today, and to all of you here today at the “Asia Rlsmg‘?”
conference. :

US Interests in Asia

Let me begin by saying that trade policy in Asia is inextricably involved
with security, and in particular with the U.S. Navy. As Alfted Thayer Mahan,
who gave his name to this hall, wrote:

“the sea power of the country in vpeaceful commerce is the matter upon
which alone, it cannot be too often insisted, a thoroughly strong navy-can be
based "

Those of us concerned with trade policy might put it the other way -- that -
the development of commerce and prosperity depend on a strong defense And
the truth is that they both depend upon one another. ‘

That has been true for 165 years, ever since Ambassador Edmund Roberts
sailed in the USS Peacock to negotiate our first trade agreement in Asia: the
Treaty of Amity and Commerce with Thailand. Since then our trade with Asia has
grown from a few wooden ships making uncertain voyages across the Pacific, to
tens of thousands of containers, airplanes and electronic business deals landing at

~ every port on our Pacific Coast and computer terminals all over the country; but

the U.S. Navy remains the guarantor of peace, stability and open sea lanes in the
Pacific. !




That shows something important. ;Times may change. 'Politics, technology
and trade may become more complex. But America’s basic interests are
consistent and simple. Peace and stability. Prosperity and better lives for our
people. And Asia is crucial to both. :

- ! .

On peace and security, remember that in the past century, our country
fought seven foreign wars. Five of them -- the Spanish-American War, whose
centennial we will mark next week; the “Philippine Insurrection” which followed
it; the Second World War; Korea; and Vietnam -- took place in part or in whole in
countries affected by this year’s financial crisis. And their size, proximity to sea
lanes, and friendly governments make the1r fate as cr1tlcally 1mportant to our
country today as 1t was throughout the century.

With respect; to jobs and prosperity at home, the Asiarl§ market includes half
the world’s people and some of its fastest-growing economies. Last year, we
exported $194 billion worth of goods - more than a quarter of all our exports -- to
East Asia. Exports of services totalled over $73 billion in 1996, the last year for |
‘which we have figures available. These exports, although limited by pervasive
trade barriers in many 'Asian economies; supported over three and a half million
U.S. jobs. - !

And the future -- if, as the question mark in our conference title indicates --
Asia continues to rise, could be better still. As the President said in his address to
the first Asia Pacific Economic Cooperatlon leaders summit in Seattle, in |
November of 1993: '
“Imagine an Asia-Pacific region in which robust and open economic
competition is a source of jobs and opportunity without becoming a source
of hostility and instability, a source of resentment or unfairness. Imagine a
region in which the diversity of our economies remains a source of
~ dynamism and enrichment, just as the diversity of our own people in
America-makes our nation more vibrant and resilient. Imagine this region
in which newly emerging economic freedoms ‘are matched by greater
individual freedoms, political freedoms and human rights.”
: , : A

That is the ()pporturlity before us: a Pacific Community. Stretching from
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China’s Western Desert to the Atlantic shores here in Annapolis, and from New
Zealand and Australia across the equator to the Arctic Ocearn, this community
would join the world’s three largest economies; half the world’s people; some of
its fastest-growing traders; and some of its most advanced scientific and
technological powers. It would be an enormous source of wealth and creativity
for the entire world, and an unmatched guarantor of peace. And today I would
like to speak about how our trade policy Iwﬂl help make this vision reality.

Asian Financial Crisis

We must begm with our approach to the immediate chaHenge to stability
and prosperity in the Pacific: the A31an ﬁnanc1al CI‘lSlS

For the past two decades, Asia was the ‘world’s fastest-growing economic
region. But after last July, when Asian currency values began to fall, Asian

~ economies began to slip into recession. Unemployment has grown rapidly.

Indonesia, for example, expects that 20 million of its 90 million workers will be

“unemployed this year. And it is not 1mp0551ble that prolonged recession and high

unemployment could lead to soc1a1 and pohtlcal instability. ?

In our own country, an Asian recession combin‘ed with lower currency
values, will hurt American exporters. We cannot sell to the region if consumers
are out of work, companies go bankrupt, and governments out of revenue.

- Already we note that our goods exports to Korea last January, for example, fell by

nearly a billion dollars from the level they reached in January of 1997. At the
local level, we see stories about a Dresser Industries plant on'Maryland laying off’
50 people because of lost exports. Semitool in Montana laying off 85. Boeing
calculating on selling 60 fewer planes in 1999 and 2000. Motorola losing cellular
phone sales and debating whether to cut jobs or shorten work weeks. And as the

‘year goes on, we expect to more of this -- slipping exports, h1gher trade deficits,

and potentially lower rates of growth and job creation.
And so, in addltlon to its 1mportance for political stablhty and a peaceful
Pacific, the international effort to restore economic and financial stability to the

region is the single most important trade policy objective we have today.

Trade Provisions of IMF Pvrograms;‘;




The causes of the Asian financial ¢ crisis are complex, and are not 1dent1ca1 in
every country. But across Asia the basics are often similar. They begin with
excessively close ties between governments, banks and corporations; which led to
inadequate supervision of financial institutions; and as a result, speculative real
_estate and equity booms. The process was quite similar, although in Asia on a
much larger scale, to that which created our own savings and loan crisis ten years
ago. In some countries, a deep-seated resistance to competi;ig;)n and free trade and
investment added another dimension which further worsened the situation.

The reform programs and emergency loans proposed by the International
Monetary Fund offer these countries a chance to restore short-term confidence.
They will address the long-term causes of the crisis through fundamental-
economic reforms which can lead to greater transparent and competitive
economies. And they will help these countries become more open to trade.

Thailand will restructure public enterprises and speed up privatization of
energy, transportation, utilities and communications. In Korea, the restructuring
of the financial and corporate systems to make them more sound, transparent, and
efficient already will address the system1c problem of government—prompted loans
to non-economic uses, including those to the chaebols. Korea will also speed
elimination of trade-related subsidies; accept a binding World Trade Organization
commitment on financial services reform; and reform its import licensing and
certification, which should ease entry and distribution for agricultural
commodities, food, distilled spirits, autos, pharmaceuticals, and cosmetics.

Both of these countries have worked very hard to implement the reforms,
and are seeing good results as market confidence and investors return. The
financial situation remains precarious and we are not out of the woods. But some
economists already predict a shorter, less severe recession in these countries than
they had expected just a few months ago. And as Thailand celebrated its New
Year festival yesterday, its people had the right to look ahead with hope.

-Indonesia has agreed to eliminate special tax, customs and credit privileges
granted to the “National Car” project, abolish any budgetary and extra-budgetary
support and credit privileges for the strateglc national aircraft project, reduce
tariffs and border non-tariff measures on both imports and exports, including
agrlcultural and food products, deregulate its domestic sugar, wheat, wheat flour,
soybeans and garlic markets, and abolish cartels in a number of other industries.
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We anticipate that as Indonesia implements these reforms an_d the other provisions
of its new agreement with the IMF, it will also see good results.

We at the U.S. Trade Representative’s office, along with the Treasury
Department, the Commerce Department, the IMF and the World Trade
Organization, will monitor these reforms closely as well as pursumg our bllateral
trade agenda. .

But stopping the crisis and establishing the conditions under which stable
exchange rates can be maintained is the foundation, as is ensurmg continued US
participation in IMF funding. We are very pleased by the 84-16 vote in the Senate
in support of the US contribution to the IMF, and hope to see the House act on it
soon without attachmg unrelated issues. '

Japan

Neither we in America nor the affected countries, however can solve this
crisis alone. Others also have respon31b111t1es and I would like to cite Japan in
pamcular

The US cannot be the only engine of global growth or the sole buyer of
goods to absorb the tremendous productive capacity of Asia. ‘While we expect our -
trade deficit to increase as a consequence of the lower currency values in -
Southeast Asia and Korea, it is neither fair nor politically acceptable for the
United Statesto be the only country buymg their exports. So we look to Japan,

- the world’s second largest economy, to play a central role in, resolvmg thls crisis.

Japan’s policies must ensure not only effective market access for US goods
and services, but also for the goods and services of the Asia-Pacific region. We

“need action in three areas, and Japan’s own business leaders agree that it must

come soon.

o

First, Japan must aggressively deregulate its economy and increase market
access for foreign goods and services. Second, Japan must enact meaningful

- fiscal stimulus to support Japan’s economy and make J apanese growth a source of - -

confidence rather than gloom for the region. Third, it is crumal for Japan to act

~ clearly and decisively to strengthen its financial system.

Last week, Prime Minister Hashimoto announced steps to stimulate the |
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Japanese economy, including public works spending and tax cuts. We look
forward to seeing the details. What is cruc1al is that Tapan move quickly to put in
place a strong and meaningful program. - :

At the same time, we will contmue to enforce our thlrty four bilateral trade
agreements W1th Japan 1nclud1ng our agreements on telecommunications
procurement autos and auto parts, insurance and glass. We will also monitor
market access for photographic film and paper. And we will push for meaningful
progress under the Enhanced Initiative on Deregulation and Competition Policy
we and Japan announced last year. ' | '

This initiative addresses deregulation of financial services,
telecommunications, housing, medical devices and phérmacguticals. Decisive
action on the part of Japan’s government is needed, but we have not seen it yet.
Japan’s recent announcement of a new three-year deregulation program represents
some progress, but is too vague on key issues and often delays implementation for
several years. Japan can and must do better. It should fulfill its responsibility as
the world’s second largest economy, to open its markets for Americans and the
world, and help to ensure the economic health of the Pacific. -

China - , S
Let me now turn to the largest Pacific nation: China.’

China also has an important role to play in the Asian crisis. We welcome
the commitment, both by China and the government of the Hong Kong Special
Administrative Region, not to devalue their currencies. That is immensely
important and has had good effects. .

Looking further ahead, we face the enormous challenge of finding common
ground and building a permanent, stable working relationship with China after the
Cold War. In the long term, this is the most important task in our effort to ensure
peace and prosperity in the region, and ultimately to build the President’s vision

“of Pacific Community. ‘ o - s

What we hopelto see, in the coming decades, isa China fully integrated into
the modern world. That helps to ensure peace and security, by working with us on

-the Korean peninsula, in Cambodia, and in other regional conflicts. That supports
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‘and augments the world’s effort to prevent the spread of weapons of mass

destruction. That accepts and helps to promote basic concepts of human rights.

. And that plays its rightful part in building prosper1ty for its.own people and its

neighbors.

It is fair to say that, since President Nixon’s opening to China in 1972, we
have come a long way toward that goal. Once a sponsor of revolutionary armies
in Southeast Asia, China now seeks investment from Southeast Asian business
magnates and contributes to the IMF rescue packages. Once racked at home by
vast and destructive ideological campaigns, China now allows citizens at least the .
freedom to find their own jobs and careers. And once a great enemy of the free
market, China is now negotiating to join the World Trade Organization -- the
international symbol of free markets governed by the rule of law.

It is also fair to say that the journey is far from complete. We have serious
concerns in a number of security areas. We seek a full commitment to
international standards of human rights, and adherence to internationally accepted
core labor standards. We hope to see a commitment to environmentally |
sustainable development 'And we -- especially those of us concerned with trade

- policy -- recognize that China’s economic system today keeps much of the

Chinese economy closed to the world and to us.

The President’s policy aims to help China complete its vast transition. The
Defense Department, and the Navy in particular, have opened a long-term
program aimed at creating dialogue on military issues and finding '
confidence-building measures especially in the naval field. We continue vigorous
advocacy of human rights. And we have a very ambitious, long term approach to
trade. :

Frorn China’s point of View, the benefits of trade with the United States are
enormous. China’s $60 billion in exports to the United States, combined with
direct U.S. investment in China -- have fueled modernization along China’s coast,

-providing countless jobs, new technologies, and opportunities for ordinary

Chinese to live better lives.

- For the United States, the ability of such industries as telecommunications,'
aviation, the services trades and professions, our manufacturing industries and
agriculture to reach their full potential depends on access to China -- a market
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that by 2010 may be the largest in the world.

United States policy in trade with China is to build on these mutual interests
and encourage China’s continued opening to the world through trade. Our
agreements with China on market access and intellectual prdperty rights are
founded in specific and critically 1mporta.nt American economic interests. But
embedded in them are broader international standards. Transparency of laws and
procedures. Access to administrative or judicial decision makmg Curbs on the
arbitrary power of the state. And the negot1at10ns we are carrylng out now,
whether bilateral or on membership in the World Trade Organization, are also
grounded in international norms, practlces rules and law.

The goal is neither snnple nor easﬂy reached The WTO isa
comprehensive arrangement covering most areas of modern trade. It includes
traditional tariff and non-tariff barriers to trade. It also covers agriculture,
intellectual property rights, and other areas including our most recent agreements
on information technology, telecommunications and financial services. We
expect China to live up to acceptable commercml standards m each of these areas
and all the others - just as we do.

And thusitisa slow, deliberate process. But the result'will be worth the
work. A fully normal trade relationship between two of the world’s three largest
economies. Direct benefits, in the form of job opportunities-and new exports, for
Americans; and new economic opportunities for Chinese. ' Growing personal
contacts between ordinary Chinese and ordinary Americans: And as China
completes its journey from isolation to fulll integration with the world, an
enormous contnbutlon to peace and stablhty in the 21st century

Asia Pacific Economlc Cooperation (APEC)

And that brings me back to where I began: the effort begun by the

‘ Pre31dent in 1993, to build a Pacific Commumty

As we work to end the Asian financial crisis; as we push for openness,
deregulation and growth in Japan; as we work with China on its WTO accession
and all the other items on our agenda; we are working toward that larger goal.
Step by step, issue by issue, toward stability, shared prosperity and better lives.

i




This goal is not easily achieved. But it must remain our vision, and inform
our policies. ‘

This year, our agenda -- agreed upon in principle by the APEC Ministers --
is to eliminate tariffs and expand trade across $1.5 trillion in global trade, |
including medical equipment, environmental services and technology, energy
equipment and services, forest products and telecommunications.

All this may sound arcane if you don’t operate a sawmill or make medical
equlpment for a living. So let me give you an example of what it means in the real
world '

Last month we at USTR gota letter from a seventeen “year-old Amerrcan
student on a Rotary Club exchange program in Peru. She wrote
“the Rotary Clubs here in Arequipa were given a million dollars worth of
kidney dialysis equipment. The equrpment will be glven to the state-run
hospital. Customs Officials are demanding an 1mport tax due of $200,000
to release the equipment. Rotary of course does not have that kind of
money available.... The equipment has been here long enough now that
Rotary is afraid it may be sent back. They are desperate

Of course we want to help her by solVing this specific case. But by
completing the APEC agreement on medical equipment, and then making it
universal through the WTO, we may be able to make sure no such case ever
happens again. So as the medical equipment agreement creates sales abroad and
jobs at home for Americans, it will also mean better-equipped hospitals, healthier
children and better lives in places like Arequipa and everywhere else in the world.

Every other agreement has benefits to rival this one. The agreement on
environmental services and technology, for example, will mean cheaper
waste-water treatment plants and better health for developing Asian countries;

- along with more American sales in one of the world s fastest growmg market
sectors. :
And as we look ahead, with these agreements and more in the future, we
can imagine a future in which all the Pacific nations are more prosperous. In
which the quality of life for ordinary people rises along with the Gross Domestic




Product of nations. In which peace, anchored as always by our commitment to a
strong defense and a strong U.S. Navy, but also by strong tles of mutual interest,
is more stable than ever before.

|

Conclusion

' That is by no means guaranteed. The Naval Academy’s conference title --
“Asia Rising?” -- has a question mark, and for good reason. This year has seen a
wave of pessimism and doubt about Asia. And while the pessimism may be
exaggerated -- as were earlier claims of a superior “Asian model” of economics ---
there is no doubt that this year’s financial crisis is serious; it.is severe; it is the
greatest immediate challenge to our hopes for the future. ' '

But we know what we need to do. As you may know, though, the Chinese
character for “crisis” combines the terms for “danger” and “opportunity.” And that -
is the case with the Asian crisis. It poses real dangers to the affected countries and
to American interests. But it also offers Asia, and us, an opportunity. With the
right reforms, Asian countries will rise from this crisis with economies that are -
stronger, more operi and more stable.

And as we look ahead, with a focused, determined effort led by the United
States to continue to open up Japan, to bring China into the trading system on the
right terms, and to work with the Asian countries bilaterally and through APEC to
our mutual benefit, we can see a future that is better for us all.

;
A more prosperous region.

A more secure peace.
A growing Pacific Community.

And, as Alfred Thayer Mahan would point out, a stronger America.

1
{

Thank you.




. REMARKS OF THE HONORABLE
CHARLENE BARSHEFSKY "
U.S. TRADE REPRESENTATIVE
BEFORE THE. _ .
AMERICAN CHAMBER OF COMMERCE IN BEIJING, CHINA
April 23, 1998 s o

vI want to thank you for the oppottunity tQ meet and speak
with you tdday. The American Chamber has played an active and
valued role in providing theiAdﬁinistratiOnlﬁith information and
advice on.deselopments in China and the multitude of trade issues
that are.an‘important'element of our agenda with China. 'Thank
you for your that advice and;assistanee; I”sm here today seeking
more Qf that advice and to let yousknow,moreiof where we stand
today. | - :

t The U.S.QChinaArelationship is_as compiex as it is
important. U.S. interests ie China ;un tﬁe'fuli gamut from non-
ptoliferation and human rights to trade and most recently tﬁe
responSe to Asian finencial crisis. o vi

Just to touch on this last issue briefly, let me reiterate

. what President Cliﬁton has‘seid about the'Asian financial crisis.
The countries of Asia are our major customers, they are our
strategic partners. Thelr stablilty bolsters our security and
our,demestic economic health. The economles;of Asia must reform
or recovery is impossible. The United States must be in a
position to do our part.. In addition, Japag mUSt play e more

active and meaningful role in helping to bring Asia out of its




current ecbnomic crisis.

China has a role ih this procéss as weil, and Qé welcome
very much China's commitments to exchénge ;ate stability and.
economic reform. China has played a véryvcdnstructive role in
the current situation. - _ ‘ ;:v ‘ i

China's leaders have initiated a majérfprogram of structural

reform of the government and%rationalizatioﬁ.of state-owned
l . S :
enterprises that will affect every segment of China's economy.

. . | o
Reform of China's debt-burdened banking system is a key element
: . i . B :

H .

of that reform program. Theée reforms repréSent an ambitiocus and
S r Lo , A

formidable task, but one that needs to be aééomplished if4China
. | ) ’ ot .
is to méve into the 21st century‘in'conditidn to continue its

L
[

-growth and évoiution'into a ﬁodern economy. - .
The United States'engoufages those‘réfaﬁms that lead to
'increased openness and China;s inte§ration into the international

economic community. It is iﬁ.béth our count#ies' interest for

China to choose a path of reform that establishes the rule of

}

. : . Lo )
law, opens its economy, and provides economic growth and

stability in Asia.

Our most fundamental trade policy toward China is to

éncourage'reform, the rule of law and integraﬁion into the global
economy. The United States‘ﬂas pursued these goals thrduqh a

!

' trade policy that combines billateral, regional (APEC) and

multilateral initiatives. Our bilateral trade agreements cover
specific segments of U.S. trdde; and but havé'also served to

\‘ ' 2
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pbuild the foundation for proéress in'ChinatQEWTO'actession
negotiations. China's accession to the WTQ,iS cfitical to
creating an éffectiﬁe framewérk for a céﬁtin@ing and growing
trade relationship. ) % |

Our bilateral initiatives and the'WTO'égcession process add
gfeater incentives for'reforms of China's légal&system, enactment
of new laws and regulationslénd‘enhancéd ndtioné'of'due process
_and transparency. Tﬁese refarms will'build’a bettet trade
relationship, but, mote.impottantly, will attett.the éystém és a
whole. Eéch'of ourfagreements or ongoing ﬁégotiations—?IPR,
market access or the WTO accession negotiatidns-—gre grbunded in
international norms and ptadtices and‘in thé.necessity of
adherence to a:rules¥bésed régime. -

If We look ét the IPR agreements, we séetmést obviously a
case 5f“qlear ﬁ.S. economic~interest: elimiﬁating theft throﬁgh
piracy of our moét creative iﬂdustries.‘ Butithe iPR agreéments
did more than simply establiéh an advantagéégs environmeht for
U.S. business. Embedded in the agreementsyére the seeds of

- - : , o .
important American ideais: the development énd publication ofv—
léws; coﬁsiét application of;those laws; regéurse to, law
enfotcement;'administrativé énd judicial ptgteedin§s; and
'transpareﬁcy in the process éf government.'ff

The foundation of our-bilateral agreements have laid the
"basis onlwhich theAnegotiatiQns on China'siégcession to the WTO
and integration into the intérnational trading system will

3




advance.V’ : 5

Over the past year, we have achieved pfogress in thé
accession negotiations, particularly in the”areas of IPR
protectioh,.transparéncy and:judiéial'feviewg~ This progress owes |

its genesis to our bilateral agreements. Other areas where we

-

Ahave made progress'related to key rules and:principles of the

WTO.
-~-Non-discrimination--China has agreed to eiiminate préCtices
_that'discriminéfe against goods produced byz%oreign invested
firms such as dual priéing of inputs such éé‘energy and
transportation. I underétand that Chiné is. already takinqﬂsteps‘
to implement,this‘comﬁitment; | |
‘——Uniférm application of.all laws affecting;trade in goods and
serviceé; sﬁ¢h~as licensing fequizements
- Trading'rights-FChina:haséagreed to progressively liberalize
the number of-entérprises,in‘china with the right‘to import and
export goods so that at the end of 3 years all Chinhese
enterprises'and all foréigngindividuéls and:enterpriéeé wili be
‘permitted ﬁo import and expart‘and have access to the existiﬁg
distribution system on the basis of nationél treatment.

We realize that trading rights are only half of the package.
' Tﬁevright ﬁor'U.S. companie% to,establishj;heir own dis%ribution

systems, and by this I mean all of the activities normally

associated with distribution including wholesaling, retailing,
transportation, and after sales service and;repair,‘must also be

4
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part of this package Without distribution tights, low‘tariffs
tand removal of non-tariff measures lose much of their value. |

Having achieved some progress on Chlna-s commltments to
implement key WTO rules and principles; our negétiators,have
turned to thé issue of market‘aécess.fOr U,sﬂhindustrial ahd
agricultural.goodé ahd U.S. gervices and(sefﬁice ptoviders;
Progress began onAthié‘impottant topic at thé Preéidential”sﬁmmit
in Washington ‘and later at the APEC Trade Mihlsters meetlng ‘and
at the two Presxdents bllateral meeting in *Vancouver.

. At the Summit,tPresident Jiang announced'bhiné's intentihn
to join the Informatlon Technology Agreement (ITA) as shon as
p0551bLe. "The ITA Calls for the ellmlnatlon of tariffs on all
‘ informétion technology products,ﬂsuch as computers,
semiconductors,‘telecommunicétions and relatéd equipmént
generally by the yeér 2000. KChina tabled itéhfifst ITA 6ffér to
participants atrthé Wotking‘gérty,in Gehevggthis ﬁonth. We and'
_other ITA participants revie&ed the offer aﬁé asked for‘tevisions

|
con81stent w1th the rules that all other ITA part1c1pants follow
Chlna S part1c1patlon in the' ITA is not’ llnked to WTO accession
and we would welcome a r§v1séd offer so that Chlna can become a
member as soon as possible in line'With Président Jiéng's
statement.

In Vancouver, further progress was achieved when President

Jiang confirmed then MOFTEC Minister Wu's proposals that form the

basis for more serious negotiations on market access for goods
.5
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and services. She proposed:

- to significantly reduce tariffs for agficuitural and

manuféctured products, qéas;éély;by-“h%]yEEE=2@GG( and to
sharplg iimit‘the number and range of £ériff péaks;
1 -
- ‘tb participate fully in. some zero—for~z§ro sectoral
' arrangements: i | |
- to eliminété all nonwtafiff méasurgs é%fécting manufactured
products gaaefa&%y—by—%ﬁe~year—ggag;aﬁafno laterrfhan,2005,
énd to provide substant%al import‘growph duriné the phase
out period, and. ‘
-- . to intenéify'negotiétio;s on services,*bégiﬁning with a new
services offer in December.

Wﬁile we have many issues‘to resolverﬁ;this critical part
of the negotiations, we have;begun for the first time to discuss
the details Ofvmarket’accessifor services and servicé providers.
~ This inclﬁdes key issues sucﬁ as the form of establishment} i.e.,
as wholly~owned enterpriées,;branches or joint véntures,

. ’ . L o L
comprehensive coverage of services sectors,. and elimination of

- v ¥

" geographic and numerical restrictions.

The challenge is now toibuild on the Vancouver initiative
;and achieve strong market a@cess commitments; Our négotiatprs
have been working hard and Have been here itheijing’diécussing
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theso complex issues.

We have made progress on tariffs and non-tariff measures,

but more work remains. Key services issues .remain to be

resolved, including distribu%ion, telecommupications, and
financial Services, includiné'insﬁréncé._In;addition,
negotiations on agricultural market access, a traditioﬁally
contentious area of negotiations~with every'éouqtry; have only
just begun.,v '. ‘ o :

On rules, we have yet té aﬁdress critical areas such as -
technical‘standards, technolégy transfer, tﬁéde related
investment measures and adéquate safeguardéi; The substantial
role of China's state-owned enterprises in“the econoﬁy gives rise
to a ﬁumber of significant igSues which muétialso be addréssed;

It will take hard work,;ﬁd political éoﬁmitment to achieve é

commercially meaningful agreémentﬂ We are bfeparedlto do the

kwork, if China demonstrates the political will. While the task

ahead of us is‘considérable,fthe progress made to date is both
important and encouraging.

The,trade deficit, which has more thanﬁdoublea éver the last
four‘yeafs, further complicqtes the situation. ;Bﬁy%ﬁgﬂmfssisng,

lLike—threonie That preceded—theWashinmgtomr—Summit—are—welcome but

ag-rot—address. the rimttations ommarket access for U S yoods;

oppertunity te—dothis. —~

Conclusion
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A ~ News Conference by Ambassador Barshefsky
‘ | Beijing, China -
Apnl 23,1998

| happen to be here on the nicest day of the year. Let me talk briefly about
the WTO process and then | want to touch on three bilateral issues. With respecft
to WTO, we have held broad, in-depth and very substantive meetings with
Minister Shi as well -as with State Counselor Wu Ye. These meetings were
designed to take stock of progress on the WTO accession negotiations as
directed by President Clinton and President Jiang Zemin when the two leaders
meet in Vancouver last November. At that time, the. leaders told then Trade
Minister Wu Ye and me that we should -- at the end of March or early April -- sit
down and take stock of where we were. Our meetings here have been very

- constructive and | believe we have put the negotiations back on track.

The discussions covered a very broad range of WTO issues including
tariffs - both industrial and agncultural non-tariff measures such as quotas and
licensing requirements; services. including professional services such as
accounting, legal and architectural services; distribution such as wholesaling and

“retailing, and ancillary distribution services, for example courier services,
transportation, maintenance repair and so on; telecommunication including basm
and value added services, banking, securities and'insurance. These were among

- some of the issues discussed. As | said the discussions were quite in-depth. The
purpose of these meeting were to determine how best to proceed with

-negotiations, and from the point of view of the United States, the purpose also
was to better gage China’s lntent|ons with respect to WTO accession. As many jof
you may know, we felt that we had received rather mixed signals following the
good November Vancouver meetings. Our experts will now be meeting -- as they
have been -- to look one-by-one at the individual issues. WTO accession, for any
applicant to the WTO, is a very complex, very lengthy process. But | am quite
pleased with the overall tone and seriousness displayed by my Chinese
col!eague ; and fully believed that we have reestabhshed momentum.

The three bilateral issues that | would like to address are first agriculture.
Ambassador Scher, my agricultural negotiator, and the U.S. Department of
Agriculture will be coming out here in about two weeks to discuss a range of
agricultural issues which will bear not only on WTQ accession but also on a
series of bilateral disputes that have remained unresolved for too long. These
" include the removal by China of sanitary and phytosanitary restrictions on US -
exports of citrus, of wheat, of meat, of stone fruit, and of other agricultural
R products. The meetings Ambassador Scher will have were established long

i




‘pleased by this progress. This is very impressive. However, as | discussed with

June and we will 'send out our chlef negotiators on that

therefore, are quite readily d|stmgunshable from pyramld sales, piracy schemes,

before my meetings today but WTO also wm be amon‘g the subjects covered.

The second bilateral issue was Intellectual Property nghts (IPR). Two
years ago, China was the unquestioned global leader in the export of pirated
products, particularly pirated CDS, CD- ROM and software. The situation has
dramatically reversed over these last two years. In 1996 when the Intellectual
Property Rights Enforcement Agreement was finalized, China had closed fifteen
factories, they have since closed 64, including 54 of which were underground
factories that are not licensed in any respect by the state, and 10 which were
improperly registered, discovered and then shut down entirely. We are very

my counterparts we want to ensure that China continues to strengthen its
enforcement of Intellectual Property Rights in this regard and user-piracy of
software is a particular concern as is the substantial increase in trademark
counterfeiting. Our next round of bilateral IPR consultations will be- held in early

The third bilateral issue whlch arose quite suddenly has to do with the
recent ban on direct selling in China. This ban effects US companies such as
Amway, Avon, Mary Kay and others. The ban has effectively shut down the
legitimate operation of these and other US companies in China. These
companies have invested over $120 million dollars in.China and provide income
to over 2 million Chinese. They are companies that have kept the interest of
consumers in the forefront, prowdmg money back guarantees if consumers are
dissatisfied along with a cooling off period under which consumers can change
their mind with respect to any purchases they may have contemplated. In
addition, these companies, because of very substantial distribution networks in
China, are completely accountable to the Chinese authormes These operations,
and other chain selling operations that have caused concern on the part of the
Chinese government and have created something of a consumer fraud problem in
China. We've raised these issues over the last several days and State Counsel
Wu Ye will be meeting with the US companies involved next week and we will be
watching the progress of these meetings. Obviously, the goal here is to:
reestablish these companies operatnons as soon as posssble With that, | am
happy to take :
questions.




