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INTRODUCTION

i

Just{tggwgw program focusmg on the / ‘
AN

1mpllcatL0ns of e«.onomlc globallzatlpn pohcy changes and Inte7/net commerce for

‘/ 1A }; 7} I
i
busmessz I h@pe this morxémg to puf these Me context/of our t}ladej policy
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;. agﬁ&znda‘igj and séve time foé@some ﬁe mformal cganversatlon afterward. f
¢ !

And let me begin with a look at the situation in which we find ourselves

<O R T e D g Ursflyng) had:
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Our country is prospering. We ére at peace with the,:maj or countries of the

world. American companies are as competitive as they have been in quite a long

R

time, and given the high rate of investment in new technologies, that could

- . . i . 'a . . . '. R
continue for some time tq come. Theg government’s budget is in balance; crime

and welfare rates are falling; and economic growth'is high while unemployment

{

-and inflation are low. ,
bbb e !

complacent. Looking to the future, evaluating the long-term trends, adapting to
T——— __,"k,,y —— "‘“‘—-v—-»—«-v.‘_t,zv . ]

I .

them when we must and steering them in the right direction whenever we can.

‘An'd that is what we hope to do in trade policy. ; :

}

TRADE IN THE U.S. ECONOMY

i

And let me begin by .puttingf trade in the context of our economy generally.

Trade has played a crucial role in our economic expansion during this

decade. Since 1992, exports have accounted for over one third of U.S. economic
; : e

{

growth.




Over 12 million American jobs -- just under one in ten -- now depend on our
L .

i

epri’tsf That proportion is growing, as between 1992 and f1996, exports

ix new jobs. And that in turn' means higher living

I
V

standards, as jobs supported by exporté pay an average of 13 percent to 16 percent

f .
i

higher than. the U.S. national average.

And in the future, exports will be still more importaﬁt to our country and the

success of our businesses. About one in every twenty-ﬁvépeOple in'the world is

|

P ——
——t T e ————

an American. The other 24‘-- or 991’{1 of World populatién: inclu'd‘ﬁ the fastest-
gfowing’ middle fglasseé -- live sorn'eWhere" else. India, for éxample, will héve 115
million new members of the middle cl;ass by 2005. Chirﬁl.a‘(if' wé can’t sell to these
people, we will héve a hard time con’lti;‘“luing to lead ;the wa}ld’s econoﬁiy in the

next century. _ \

i
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b%twde agenda is full.\Since Jamiary 1993 we have concluded 250

e :
—— i . |

- separate trade agreements. We have su‘cce’eded in over 75 enforcement actions

under our domestic trade laws and 1nternat10na1 agreements We have filed more MkdﬂCM’NM

P
Aot
. eomptamts in the WTO--35 cases to date-— than any other country, and we have

prevalled on 18 of the 19 American complamts acted upon so far

e 18 s LtlipR - Wow \&\3 | ko

JOver the next year with our

>/World Trade Organization.
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W%a\re also é%\o\ring a majbg/ﬁgé‘\'{litiative with f@peam Union.
And\nextiyear we will la&q{;h negotjations at the WTO i ggficultu e and services

-1 the fields in which trade bagriersfare highest, andl in which Americay producers

wisssc cconomic 51gn1ﬁcance IW And thelr pohtlcal 51gn1ﬁcance both

|

in the internationai sense and in the sense of domestic support for the trade

agenda, may be greater still.- .
|‘ |

\

First, the end of the Cold War, which has created new markets, new

competitors, and the challengﬁﬂﬁiﬁtﬁgﬂéﬁnguasman@‘Wormalz

commerce.»
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Second, the vast changes in busmess economics and’ dally life propelled by

i

mformatlon techn ologles and eiectromc commerce.

Thlrd and 3robably most 1mportant ensuring that as trade grows and has
BTN h’;'()fWIY)W‘L'
greater effects on the lives of ordinary people ﬂtrade policy retains the support of

i

ordinary Americans.

1. END OF THE COLD WAR |

[

Let me address each of these in turn, and let me begin: with the first -- &gt WMW/

posed by the end of the Cold War.

The decline of communism and tﬁe dissolution of the Soviet Union mean,

most obviously, a freer, more peaceful world. They also, though, preeent' us with
‘ o l {

profound questions in trade and economics.

1

[
1

Regions of the world that were once Cold War battlegfounds -- Latin

America, Southeast Asia and Africa -- are now by and large at peace. They are

growing, opening to the world, becoming better markets and Becoming
: : . i ‘ ;

6
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competitors. More-serrous-stth; former communist countries in Eastem Europe,

!

‘the former Soviet Union, China and Indochina are buiiding market economies and

applying to join the World Trade Orga'nizatiori. These things have already had an

. i : |
enormous effect on business strategies; commodity markets; and investment

decisions. As time passes they will have an equally big effect on our economy

i

and people at home.

We must adjust to a new reality in which the billion éhd a half people of

i

Latm Amerlca Southeast A31a and ultlmately Afrlca are fully mtegrated mto A W‘;&

trade, To ensure 1hat thelr markets are as open to our goods and services as our

. - I i
market is to them, we must be sure that the United States leads in writing the

ground rules for a much larger trading \;NOI'Id in the future. Our creation of the

Free Trade Agreement of the Americas; President Clinton’s iinauguration of the

-

. g

annual summit meetings at the A31a Pacific Economlc Cooperatlon forum; and the W‘.V\R\g\g
' 1#'8

m 1eglslat10n in Congress are all part of this effort Iti 1s an immense task, that ' Vv\

|

ing M\M\j
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mgquall) large, and even more dlfﬁcultm is the mtegratlon}of another
billion and a half people -- the citizens of Eastern Europe, China, Indochina and
the former Soviet Union. Our task is to bring these countrles into the world trade R{W‘W

GV Vi oA 3 50 Vs
sysbem, ON the basis of the rules created[by the GATT and WTO S'm!‘ﬁ'ﬁy
yaema As long as these natlons remain outside the rules based system that now
includes most of the world’s trading countries, the system will be incomplete,
1mperfect and sub]ect to dlstortlon from those who are not bound by its rules. And
ik oF

thelr ultimate entry is part of a larger effort to secure aﬁpermanent peace, sum]ar to

the mtegratlon of Iapan and Germany into the-woﬂ-d after the Second World War.

0 \md}l\ ‘3\‘\’"\ J""d"") 9‘1‘3‘”"

But thelr WTO admissions are a compllcated task. Wm
siliar S'rckeformmg

communist countries often lack basic price mechanisms; are}only beginning even

1 / R
in theory to separate governments from busmess and bankmg, and at an éven more
o ’

basic level, have little familiarity with the concept of the rule of law. To
A :

etrengthen rather than undermine the world’s market-based rnles, they should be
brought in',\ but 29};{.92 At‘he right terms. .;The result must be enforceable
commitments to open markets; transparent, non-discriminatoiry regulatory |
systems; and effective national treatment% both at the border and ‘within the

f8 L




domestic economy. | . .- b

This is verv demandmg,;ﬂt'h for the countries involved md—f:rnm

—r—mesetialnrs, And havmg Just returned from Chma I can tell you we have a ways

yetto go. Butl believe we will ultxmat‘:elyb get there. .

i

2. THE 21ST CENTURY ECONOMY

Let me now turn to our second great challenge: prepa%ing our country for

the economic world of the 215t century: T{ s %ﬂf po il ‘\ Urp S
. . | , \\}‘\ i ( /(& ‘l{m\: e O l"'\, ~5 f gh [‘1?1 i ;

: : i 4 -
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Today, and more so tomorrow, sérvices as well as goods Cross borders |

}
. I . :‘,
Business is done by e-mail and computer as_well as in person. And human

ingenuity creates new categories of goods, new forms of services and entirely new -

ways to conduct tr:W To quote IBM’s Chief Executive Officer, new

uses of ihfermation technologies in business include: g
. i ) -t : .

“transactions amQng employees within a business to improve how products
. . . ¢ " .

are developed, ideas are Shared, how teams are formed; how work gets

done; transactions between a business and its supplieré, distributors and

o . : i
retailers, to increase cycle time, speed and ef]

— . ;

9

i ney; and the very




importanyiig

educatdrs, health cafte provi 2 ¢ thelr patl ;

’ M\}hﬂ ﬂ\

Trade pohcy must catch up with, thls in Ywo ways. One it has to move

address trade barriers. And two, it has to more fully reflect the reality that barriers
i { . )

to new technological products do not help countries promote. their own industries,
i . .

but reduce their productivity and growth.

!

'

, L
And we can. already see the system begmmng to react Last year we

—\'\/}\h'\f \'& ttan

completed three global agrcements)\at the foundatio

[

economy:

[ ' .
information technology, telecommunications, and financial services. So

significant are these agreements that WTO Director General Renato Ruggiero

i L Lo

speaks of them as the equivalent of a hlajor trade Round.

The Information Technology Agré;emént (ITA) will eliminate tariffs on a Cowpu leag
| ! ) L ¢ t t’é‘ﬂs

( A 1
wide range of global information technology products over the next several years, :?mfmh 4

products that even today make up about .Qne in every thirty dollars of world GDP.

i

And we are moving forward with negotiations for an ITA II'fior expanded product' ,

10




and country coverage.

t g

' B
<1
i

The Agreement on Basic Telecommunications includes 70 countries and

1

over 95% of world telecom revenue in:a $600-billion industry. It provides U.S.

and foreign companies access to local, long-distance and international service

| ~ s

through any means of network technology, and ensures that U.S. companies can

'

acquire, establish or hold a significant étake in telecom companies around the

Lt

world. In doing so, it replaces a 60-year tradition of nétiona!telecommunications

st

monopolies and closed markets with market opening, deregulation and
competition, reflecting American values of free competition; fair rules and
mel i .

) . i
|

effective enforcement. -

And last Dec:ember we secured the mu}tllateral Agreement on Global

mmdiny :
Financial Services bankmg, securltles insurance and financial data

services. It covers 95% of the global ﬁnanmal services markﬂt -md 102 WTO
wedndalay o |

members new-hev?‘ market-openmg commltments in the“ﬁnanmal services sectors.

They encompass $18 trillion in global sepuritiés assets; $38 trillion in global

(domestic) bank lending; and $2 trillion in worldwide insurance premiums.

11 : *




These agreements recognize that we are in an era of intense technological

T RV SRR S e 3 s o2 e
1

change. When product life cycles are measured in months and information and

- money move around the globe in seconds. When we can no longer afford to take
- ! .

‘%ears to finish a trade Round, or let decades pass betweenfidentifying and acting

| : : ‘
on a trade barrier. When the infrastructure of the 21st century economy is as

much information and communications, as roads and ports. .

J

H

GLOBAL ELECTRONIC COMMERCE

L

And we must do more. In 'particular, we must address global electronic
) ' : M

—

commerce, electronic transmissions and especially the HM- And we will have

! I

to do it not by painstakingly scraping off the barnacles, as we generally do in trade

i

negotiations, but prevénting them from latching onto the ship in the first place.

¢ B
'
I S

As the President noted in his speech to the Teéhnologyé ‘98 Conference, the

Internet is the fastest growing social and,economic community in history. A
) 2

survey this month concluded that the World Wide Web has at least 320 million

12

i
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pages today, and will have more than three billion by the tirn of the ceﬁtury.~

a— i
H

Experts predict that by 2002, electronic commerce between businesses in the U.S.

alone will exceed $300 billion.

V : 1 -  § o
And today, the world of electronic transmissions is, in trade terms, pristine.
T O ———

-The GATT systerm to oversimplify oniy slightly, representé fifty years of undoing
the tariff and non-ﬂtariff barriers governments created over é;'century. The right

vision today will spare the next generation that work in electronic commerce. No
| . Sl

[

I

member of the WTO now considers eléctronic transrriissiohs imports subject to

p— -

duties for customs purposes. There are no customs duties on cross-border

) : T V ; ‘
telephone calls, fax messages or computer data links, and this duty-free treatment

A1

should include electronic transmissions on the Internet. We hope to keep it that

way, as a first step to make sure electronic commerce remains a catalyst for

growth and expansion of trade.

!
i ‘ {
H
H

3. THE BROADER DIMENSIONS OF TRADE

!

i o

Finally -- and I believe, most irﬁpc?)rtant' -- trade policy must do more to win

the support of citizens, in three critical ways.




Tt

One, the pace of change -- growing trade, advaﬂci‘ng technology -- in

today's economy causes ap ension and anxiety even among workers and

consumers who reap the benefits of global trade. Many fear, and not without -

some reason, that growing trade and technological progfess;' while creating jobs
t - e o st

and raising salaries for the most skilled and educated among_ us, will devalue the

work of those less fortunate. I

———

So we must integrate trade policyz with the right appfoach to education and

training. There is absolutely no reason that everyone should not have the skills to

succeed in a new world. That is why the President has askedi. Congress for the

money to help schools across the countfy hire 100,000 new tjcachérs; link every

school to the Internet; and give all young Americans the skillé they need. Why he

!

has asked for lifélong learning programs!*to help older workers upgrade‘ their skills, -

through Pell Grants, tax credits and tax deductions to finance returns to school.

' |

And why he has asked both Congress and business to ensure that worker training,

——

health care, adjustment assistance and other services must be there, not only as the




initiative of particular companies, but when workers change jobs. Thus we are

working to reform trade adjustment assistance, and to incréase funding for worker

. L
! 'p

i

training generally.

Two, many people see trade pohcy, and espec1ally the World Trade

Orgamzatlon as opaque and unresponswe to the pubhc W—Eey are not

e k4 e T A 4
Y . {,,r' TN Pk u»»...,..\..‘....\\‘ A AN W, um-« umj‘w

\ng system must 0 more to addres dlfﬁcult

“entirely Wrong‘.A

developing countries, and/thus cleaner water, cléiner air, and reduced carbon

emissions. But it musyaddress them. : L
| »‘
| ;s\*
w10 KWW\
must 2kwe become more,open to to civil somety ( There /18 no reason the
interested public should be excluded from observing disputé ‘(settlement

proceedings or filing amicus briefs. Public input is good, not something to fear.

-
1

Likewise, secretiveness breeds distrust. So we must make thé; WTO, including its
dispute settlement body, more open, transparent and acce,ssibie to the public if the
15
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public is to have confidence init. - L

, i‘ '
And three, many Americans havé broad concerns -- aémply reinfo;ced by
those tho wish té make political hay o‘ut of protectionist aréuménts - that‘ trade
agreementﬁ or trade itself may be the erlilemy of good jobé and high living
_ : | .
standards. And the answer here is a sus"ta‘ined effort to impr?vé public

understanding of the role of trade in the economy.

N i

t ¥
-

' . [

- o
" The facts s are plain. 2third of ourlgrowth in the past ﬁve years has come
o r : f i
from ﬂ' exports. One in five new American jobs depends on exports. These
§ . . ; )

jobs pay 13% to 16% above the aVerage wage. We will not ﬁ‘rosper in the future if

we cannot sell to the 96% of humanity that lives beyorid America’s borders. And
the right education and training policies can help everyone take advantage of these

opportunities. r
|

But the public -- at home, not just in Washington -- must get the facts.

16
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Governmen%\businessesj S e e

ek, must all work harder thanv we have 1n the past. We must

build public understanding of trade pdlicy; respond to legit"“imate concerns; dispel

1

unwarranted fears; and set the stage fo'\r the tasks we must éomplete to ensure our

et
H 1

nation’s prosperity as the next century begins.

CONCLUSION

* The consequence of failure will be severe. A half-cenitury march toward

Vprosperity; jobs; growth; and higher living standards might }.@;»e interrupted. The
ability of the United States to shape thezzlsf-century world shrunken or
eliminated. And of coﬁrsé‘, the prospects of many of your own businessés

diminished.

!

.

But if on the contrary we, at the beginning of this new Ecen’u:lr},f, redouble our

efforts, the rewards- —will be enormous.




!

|
i !
L .
kS 1 8

The tasks at.hand are clear - to! integrate a new set of nations into this

world, thus cementing\ the peace and building prosqérity for all; and to allow:
: ‘x\ ! : . v

\ " | o L
everyone to take advantage of the new world of s?/lence, technology and medicine

>,

~ opening around us. \\ o

And the reward of success will be trﬁgrdinary. Here in the United States

!

world that reflects our rﬁiqét deeply held values.

l .

Where new technologies help reedom of inquify and expresél

hard work, creativity and i

‘iblossom. Where
ividual initiative ﬁnd rewards. And‘where the rule of

law is stronger thari'the rgle of force.

| t

1

N} It is quite a prospect; and let us work together to make it real.

Thank you all very much.
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. May4,1998; =
MEMORANDUM FOR AMBASSADOR CHARLENE BARSHEFSKY,

/
FROM: . Donald W. Eiss M '~/(/

SUBJECT: AEA Awards Dinner -- Tuesday, May 5, 1998; 6:30 - 9:00 pm
! : !

'

- You are scheduled to attend a dinner on Tuesday, May 5 at which you w:ll receive an award from
the American Electionics- Assomatlon (AEA). The dmner will be held in the Great. H&H»Qilhe

.....

7 9 pm./ /You have been invited to brmg a guest You are also asked to make brief remarks of
- 2.3 minutes.” This event is private and closed to press, although AEA i may do a pre- and post-
‘event press release. The letter of invitation and list of the 1997/98 AEA Board of Directors are
’attached. :

o : Co

You will be met at the reception desk by Heather McColl (AEA’s Natlonal Conference Manager)
or another AEA staff member and taken to Deborah Waggoner, AEA’s Semor Vice President,
International.- Deborah Waggoner will then mtroduce you to the approprlate people and take you
to your table. :

" The dinner is an annual event for AEA but thls '1s the first year that award‘z will.be.given. AEA .
has created a “High Tech Legislator Hall of Fame™ and the full AEA Board of Directors has
voted to induct you based on the following award criteria: sponsorship of significant legislation
affecting the high-téch industry, support of major legislative issues affecting the high-tech
industry, and continual efforts to educate public-policy officials about the issues affecting the
high-tech industry. Other inaugural award recipients are: Senate Majority Leader Trent Lott,

* Senator Joseph Lieberman, Representative Anna Eshoo, and Represehteitive Rick White.

i

AEA has chosen you as the first and only_ tlve ch official bec:tise you have been a
leader in every major international issue AEA has had over the past several years -- ITA, Japan  §if
_market access, Chma telecom electromc commerce semlconductors and the LAN cla351ﬁcat10n

issue. o

, | !

About 350 industry leaders and elected officials are expected to attend and recognize your
contributions to the high-tech industry. The corporate sponsors of the event are: Cisco, Corning, .
Hewlett-Packard, Microsoft, Motorola, Nasdaq, and the Greater Washington Initiative (an
economic development group for the District and surrounding areas). Industry leaders from

small local electronics firms have been particularly-targeted to attend this dinner. In addition,
people involved in the financial and accounting side of the industry have been invited.

Dick Levy, the Executive Vice President of Varian Associates and the Chairman of the American

|
i
4
)

i » i




you the award.

Talking points:

. Thank you very much for presenting me with your Legis]ative a\%{ard. [ am deeply
honored to be one of the first recipients, and let me congratulate the Majority Leader,
Senator Lieberman, Congresswoman Eshoo and Congressman Whlte for their work on

behalf of America’s hlgh—tech lndustry

. The growth of the hlgh-tech industry presents us with some of our most comp]ex and

important trade policy challenges. And perhaps in no other field will the rewards of
¢ successful trade policy, to our country and the entire world, be so great.
P YA | | ~ : A
— L ® From the economic perspective over the next few years, U.S. employment in the

\:ji\7 K)‘é\y/}' information technology industries will grow from'1,2 million to 2.5 mllllon jobs; these
jobs already pay 46% more than the average wage; and the United Stétes is the world’s

leader in the field: - O Camiton ; e w)g 5\ X v im EV \{,}ﬁf\‘%@\ RTALTRE W

| AL Aw 6 TR
Through trade policy, we haﬁ an oppor'tunity to set ground rules n for the economy of
the next century. Through the\Information Technolo Agreement ¢ Basic Ve oo O N
Telecommunications Agreement %g(i%}ctlon of i mtellegc)tual propertﬁ’ ﬁ‘ooi ?rat?s’{t}gw\ o ’
prevent taxes and tariffs on electronic transmissionsy we can help make the 21st century
one of openness, growing trade, and rapld technoldgical advance

2,
. ‘ ! , S .
" - Electronics Association will make remarks on why you have been selected to receive this award.
Bill Archey, the President and CEO of the American Electromcs Assomatlon will actually hand

\\\\\\\

" And this in turn will help people live better lives -- with mnovatlon in everything from
telemedicine to traffic safety and air travel. And it will offer us a chance, world-wide, to

: } promote some of the most important American values -f\:ﬁeedom of expression and ™ &
E V' s ”  freedom of inquiry; open and accountable government; scientific advance and artistic \N\ﬁ)’\%{f\\ 7
" o creation. ’ ;’\va %\’\W)W"ﬁ | th ~
fy e} - | M Xxf'\;"\yé\)
(If appropriate) We also have the vehicles to pugsue this vision -- through the FTAA, - g\&J
{ fé\’swj\ o APEC, and the WTO. All we need now is the domegstic will and (fast-track) authority YO
. from Congress so that we, rather than our competitors; shape the global trade agenda and ;
\4_‘:\\\) the manner in which hlgh tech trade evolves into the next century Q\N \ﬁ\‘\\\j
| ' | | s\/ g
o It is a great opportumty All of us are lucky to be present at the very begmmng Sol W ,g\‘ X

thank you again for this honor, and I look forward to some very exciting years ahead \W’ \

(Note: A speech on hlgh-tech issues you are seheduled to give earher in the day on May 5 is
attached.)

"
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AEA High Tech Leguséaﬁoﬁ’ Haﬂ of Fame Awards
Attend the AEA4 High Tech Legtsfatar Hall of Fame Awards dinner on Tuesday, May 5, 1998 at the
Great Hall of the Library of Congress in Washmgmn DC from 6:30-9: 15p.m.

Join AEA in recogmzmg the impact public policy demswn—makers have on the industry's competmveness
Over 350 industry leaders and elected officials will attend the AE4 Hzgh Te'ch Legrs!atar Hall af Fame
Awards dinner to recog.mze the 1998 award 1 mnners :

Us. 'frade Representanve Charlene Barshefsky
- Senate Majority Leader Trent Lott (R-MS)-
Senator Joseph Lieberman (D-CT)
Representative Anna Eshoo (D-CA)
Representative Rick White (R-WA)
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The award winners were voted into the ngh Tech Legislator Hall of Fame by the AEA Board of
Directors based on the fcxllomng criteria: sponsorship of significant leg,xslamon affecting the high-tech
industry, support of major legislative 1ssues affecting the high-tech mdustry and continual effcrts to

- educate public pohcy officials about the issues aﬁ'ectlng the hxf'h-tech mdustry '

y Join AEA High Tech Legqs[ator Hall of Fame Awards Sponsors: Greater Washmgton Initiative, Cisco

/. Systems, Inc., Corning Incorporated, Hewlett-Packard Company, Microsoft Corporation, Motorola, Inc.
and The Nasdaq Stock Market, Inc. at this exciting event on May 5, 1998 To register, please contact
Heather McColl, National Conference Manager, at 202-682-4459 or heather_mccoll@acanet.org.
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“Trade Policy in the Information Age”
Ambassador Chnrlene Barshefs.ky
Economlc Strategy Institute Conference
' Washlngton, DC )

-May §, 1998
| i
Good afternoon, everyone. Thank you Clyde and thanks t0 everyone who has come for

the conference this week. |
The annual Economic Strategy Institute conference is a great tradition. And it is great
because it dares to think big. Your ageénda covers economic relations with Europe; the Asian
financial crisis; hemispheric economic integration and the future of the World Trade
Organization. And you have asked me to take on perhaps the most challenging question of all:
the response trade policy must make to the 1nformat10n age. ;.
. INTRODUCTION |

| (

American trade policy is rooted in material interests and goals. Higher exports for
American companies. Rlslng growth rates for our economy. Better _]ObS at hlgher wages for our
citizens. ‘

!

But as we look to the new century, we have a chance to do even more. The right trade
policy can create a higher quality of life, here and everywhere else in the world, as well as higher
growth rates. It can help us build a more secure and stable peace. It can help us create a world
that, more than ever before, reflects fundamental values -- openness, creativity, individual
initiative, the rule of law -- that we treasure as Americans. And that is nowhere more true than in
our response to the new world of information technologies'. ‘

THE NEW WORLD ]

Let me begin by stating the obvious. A new 1nformat10n age 1s upon us, and we must
adapt to it whether we like it or not. ‘ :

We can look at statistics -- 60 million people on the Internet today, over a billion by
2005. Fifty' Web pages when President Chnton took office in 1992, 300 million today, over
three billion by 2002. , O
| !
Or we can look at our dally lives -- the prollferatlon of cable TV channels, direct deposit
of paychecks, children visiting libraries on the Internet. Either way we see the same thing.

“Extraordinary change is here, it cannot be avoided, and it will accelerate as the new century

opens. ‘ ~
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And nowhere is this more exciting than in trade and commerce. Reflect that today, 45%
of all business equipment investment in America is in information technology. That will support
a leap in electronic commerce, in the U. S alone, from $8 billion today to $300 billion by the turn
of the century ' -

These figures may lead us to think first of the big companies and the technological
leaders -- IBM, Microsoft, Intel, Cisco, Oracle, Netscape. - It is a great source of pride to our
country, and rightly so, that our companies are the most advanced and competitive in their fields.
In a world where open electronic commerce remains free, we can expect that our country and its
major firms will do even better.

E.
i .

But those who benefit most from electron}c commerce will be thoiSe who are now shut
out, by geography or size, from trade. You can already see it happening. :In a few minutes on the
computer, you can already find the Hopi Nation in northern Arizona advertising kachina dolls to
urban buyers, and warning them to protect the tribe’s intellectual property by asking informed

_questions and refusing to buy fakes. Small bookstores and restaurants reaching out to find
customers. Or the manager of a real estate firm in Dhaka, the capital of Bangladesh selling -
luxury condominiums to wealthy overseas Bengalis, notmg that:

{ . .

“the Internet has become an extremely practrcal medium through Wthh to contact and

inform our international and local clientele.” :

. These people are like the first skiers moving out onto a field of fresh snow In the years
to come, their numbers will surge, and so will the volume of goods and sérvices they sell. And
the right trade policy today can make it happen more easily. And thus scientific and '
technological advance will be faster, more Americans will have the chance to become

entrepreneurs, and our entire nation will benefit as much as it should from our excellence in these
fields. o ,

But finding the right trade policy requires us to think in a new way. Trade policy usually
scrapes off barnacles -- tariffs, quotas, non-tariff, ;measures -- that have accumulated on the trade
system over decades. But information technologles create entirely new goods, services and
methods of trade. So our challenge is to keep the barnacles from attaching themselves to the
ship. And we can meet that challenge by applying to the information age some principles that
have helped our country succeed for two hundred and twenty years: faithé in the essential
goodness of human nature; free markets under the rule of law; and equality of opportunity.

CREATIVITY AND INGENUITY
Let me begin with the first of these principles.

Human beings are intelligent and creative; and we believe these q'ualities are not cause for
suspicion but for applause, because people generlally use them well. Thexr use in scientific ,
inquiry, artistic creation, political debate and commerce are all of a plece They make life better
-- certainly in a moral sense, but also in the matenal sense.

i
i
i
!




Since the Industrial Revolution, each leap in technology has meaht longer lifespans, -
better health, wider education and generally easier, safer, better lives. And that is true of the
revolution in information technology as well. As Thomas Jefferson sa1d of the young America,
the world of the information age: .' :

“though but a child of yesterday, has alréady given hopeful proofs of genius, as well of
the nobler kind, whlch arouse the best feelings of man ... as of the subordinate, which
serve only to amuse.” i ‘ :

Family doctors in rural communities who run into a puzzling illness or a complicated -
pregnancy can now use telemedicine services to consult with the world’ s top specialists at the
Centers for Disease Control or the National Inst‘itutes of Health. ‘

. |

The Global Positioning Service satellites which guided Amerioa;l troops in the Gulf War
‘now lets families on vacation pinpoint their location at any moment -- thus making sure their
children can’t get lost in the woods, and helpmg them avoid trafﬁc Jams on the way home

And over the Internet you can buy evexythmg from cars to vacatlon packages, movies,
music and things that are totally unclassifiable -- like a “book” purportedly written entirely by a
computer program, selling for $9.95 and entitled The Policeman’s Beard is Half Constructed.

|

Of course, information technologies also bring us some things we do not welcome. The
Internet can promote mediocrity and vulgarity along with innovation and creativity. But we can
. and will rely on consumers to be the ultimate defenders of excellence, goodness and good taste
on the Net as in ordmary commerce. !

It also has room for things that are genuinely dangerous -- hate 'groups' pornography and
* advice for terrorists. In these cases, we will rely as much as possible on appropriate controls
developed by business. But we also need some government action to ﬁght crime and defend
children, as well as to ensure privacy and prote;ct intellectual property rights.

These things, though, must not obscure the larger truth. Information technologies and
electronic commerce bring us good things. Better medicine, more consumer choice, more free
time, safer factories and all the rest. And the reﬂex of government should be to applaud, not to
limit or regulate, this process. The Internet is a free medium now; and it should stay free.

OUR POLICY AGENDA

From this principle we build our practical policy agenda. It recognizés -- as the renowned
author Timothy Ferris puts it -- that “science, education and liberty form a whole; we need them
all.” We will support science through basic research; ensure the widest dissemination of its
benefits through open trade; and through education, give our citizens the ability to take
advantage of the new world. And the office of the U.S. Trade Representatlve of course, is
responsible for the second part of this agenda




And let me begin with an observation. While previous leaps in in;dustry and technology
pushed governments to raise trade barriers, information technologies are pushing governments to
reduce or avoid them. The mass production revolution, for example, required only understanding
of the concept of the assembly line, plus readily and locally available inp[uts: unskilled labor,
stone and brick to build factories, metal and wood for assembly lines and products. So political
and industrial leaders of that era felt that trade barr1ers while 1mpoverlsh1ng consumers, might

-also boost the industrial power of nations by fostermg infant industries. !
' |

Barriers to trade in information technologies, by contrast, retard development. To make
factories more productive and help economies grow today, you need software programs,
semiconductor chips, computers, Internet connectlons and skilled people. The more a modern
nation restricts access to these things, the more qulckly its economy w1ll fall behind.

Each month, we find that more of our trade partners agree. And you can see that in our
trade agreements. Ten or even five years ago, information technology agreements tended to be
bilateral arrangements with individual countries, adopted to solve often bitter disputes about
specific products. Our agreements with Japan on semiconductors, super-computers and cellular
phones are examples. Today, by contrast, our trade partners are working with us -- not to help
the United States, but from self-interest -- on world-wide agreemerits covering much broader
categories of products, or even basic principles fthatv go beyond industrial sectors.

These agreements will ensure access to all the critical factors in development of
electronic commerce. One, access to information technology products.. Two, access to high
quality, high speed, broadband networks that can communicate between computer terminals.
Three, capital so entrepreneurs can invest in new businesses: Four, protection of intellectual
property, so people who sell innovative goods and services can be sure other people won’t
simply copy their work. Five, absence of artificial barriers to entirely new forms of commerce.
And six, users educated in electronic commerce. Let’s look at these one by one.

THE FOUNDATION OF TH:E 21ST CENTURY E¢ONOMY
. } ’ . ;

-- One, information equipment. The Information Technology Agreement (ITA) will
eliminate tariffs on global information technology products over the next several years.
Semiconductors, or computers, telecom equipment, integral circuits - the range of equipment that
every factory needs to become safer, more productive, more able to meet the demand of
individual customers. Even today these products make up about oné'in every thirty dollars of

.world GDP. And we are moving forward w1th negotiations for an ITA II for expanded product
and country coverage.

-- Two, communication. The Agreement on Basic Telecommunications includes 70
countries and over 95% of world telecom revenue in a $600-billion industry. It gives U.S. and
foreign companies access to local, long-distance and international service through any network
technology, and allows them to acquire, establish or hold a significant stake in telecom

comparies around the world. Thus it replaces |51xty years of natlonal telecommunlcatlons

|



monopolies and closed markets with market opening, deregulation and competition.

-- Three, access to financial services. Las_!t December, we completed the Agreement on
Global Financial Services, including banking, securities, insurance and financial data services.
It covers 95% of the global financial services market and 102 WTO members. Their
commitments include $18 trillion in global securities assets; $38 tr1lhon in global (domestic)
bank lending; and $2 trillion in worldwide i 1nsurance premiums. !

! R

-- Four, incentives for innovation and creativity. The Uruguay Round, and our ongoing -
negotiations on intellectual property, will ensure.that creators and innovators get the rewards
they deserve and the incentives to go further.

ELECTRONIC COMMERCE

[
|

Five, the market can also help create ennrcly new methods of tradmg information goods
and services. And we riust act now to protect this opportunity.

. | I

We cannot predict the direction technologles will take. Neither can anybody else; even
the creators and innovators themselves. The computer pioneer Alan Turmg, one of the scientific
geniuses of the 20th century, reporting to the British government in 1945, said his proposed .
machine could calculate range tables for field artillery and "count the number of butchers due to .
be demobilized in June 1946." He thought it might also solve jigsaw puzzles. Within fifteen
years, his work, together with that of a few other computer pioneers, had sent a man into space.

A few years later it has transformed the world. .

If the most far-sighted scientists and engineers cannot predict the direction technologies
will take, governments will certainly do no better. And thus attempts to. {impose a vision of how
electromc commerce should develop will certainly fail, and probably hold it back.

So while government has an important role to play in supporting basic scientific research,
its first responsibility -- as the Vice President sald a few weeks ago at the launch of the Next
Generatlon Internet project -- is to learn from medicine and “first, do no harm

i

And the essence of our trade policy approach to electronic commerce is to make sure we
do no harm. trade terras, the Internet is pristine. No member of the WTO now considers
electronic transmissions imports subject to duties for customs 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. .

We hope to keep it that way, with a decmon to bar customs dutles over the Internet at the
celebration of the GATT’s 50th Anniversary two weeks from now.in Geneva. And we will move
on from there to an updated and expanded ITA II; new.negotiations in services; early voluntary
sectoral liberalization efforts in the Asia Pacific Economic Cooperation forum; and a focus on
electronic commerce in our new initiative w1th the European Union. |

.

EQUALITY OF OPPORTUNITY
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And finally, to take full advantage of the opportun1t1es these markets will create, we rely
on another bas1c American principle: equality of opportunlty

This is an area in which government not only can but must-act. As technology advances,
Americans will need a new level of skill and education. Those who have'it are prospering. Jobs
in the information technology and electronic commerce fields already pay 46% more than other
jobs. And employment in the 1nformat10n technology industries will double in the next ten
years, from 1.2 million to 2.5 million. ‘ ‘

By contrast those who lack education and skills are likely to suffer Already today, if-
you have a college degree, unemployment is under 2%; but for those w1thout high school
degrees, it is over 7%. This disparity may well worsen as the years pass. ' And we must
recognize-and act upon that fact today.

We already see w1den1ng gaps between educated and less educated workers in America.
The Labor Department reports that unemployment for those with college degrees'is under 2%. In
engineering and technical fields, unemployment may actually be negative, as companies search
abroad to fill empty slots.. But for those without high school degrees it is over 7%, in the
strongest and most successful economy we have had in forty years. And we know that
technological advance and automation is the largest cause of ]ob dlsplacement in the country --
which is one reason restricting trade 1S nO solutlon

It may be that as the price of computers drops and information technologies become -
easier to'use, the gaps will close again. But we cannot count on that. Instead we must make
education, from elementary school to college and on throughout life, must be available to every
American. And we must ensure that worker tra1n1ng, health care, adj ustment assistance and
other services are guaranteed when workers change jobs. ' { :
. [ . ’

That is why the President has asked Congress to help hire 100,000 new teachers and link
every school to the Internet. For lifelong learning programs to help older workers upgrade their
skills, through Pell Grants, tax credits and tax deductions to finance returns to school. For broad
~ reform in trade adjustment assistance. And increased funding for worker{"‘ training generally.

3 -
CONCLUSION E
_ Let me then sum up. We begin with a faith in the goodness and \'/alue of human
intelligence and creativity. We back this with practical initiatives to open the key markets at the
foundation of the 21st century economy; ensure that electronic commerce remains free and open;
support the basic research that will help us continue our sc1ent1ﬁc advance and educate all our
c1t12ens to take advanta, ge of the results. -
. . ,
i L _ S

As a result, the Americans of the next century will be more prosperous, as open markets
allow us to export more efficiently to the world; skills and wages rise; and entrepreneurial
" opportunity opens to the parts of our country that are today the most impoverished and isolated.

' - .
‘ . |
. . |
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We will be healthier and safer as information technologles 1mprove the practice of
medicine, make factories safer, and speed response to pollu‘uon and other threats to pubhc health.

We will, if we choose, be more educated; as we develop new fornls of entertainment, and
gain easier access to the classics of art and literature. -
. i .
And we will see the basic values we have!: championed -- freedom of inquiry and
expression; open government; opportunity and eiquality -- advance around the world.

" The prospects are extraordinary. And thé time to make them real is now.

Thank you very much.
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Talking Points -- AEA
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Thank you very much for presenting me w1th your Legslatlve award. 1am
deeply honored to be one of the first recipients, and let me congratulate the

- Majority Leader, Senator Lleberman Congresswoman Eshoo and

Congressman White for their work on behalf of Amerlca S hlgh-tech mdustxy

. g ‘ L

. | S i !

The growth of the hlgh-tech mdustry presents us w1th some of our most
complex and important trade pohoy challenges. And perbaps in no other field -
will the rewards of successful trade pohcy, to our countr) and the eptse
world, be so great. . ;

From the economic perspective, over the hext few years, information
technology already makes up one dollar in‘thirty of world GDP. U.S.
employment in the information technology industries will grew-fress1-2 é@f\b{‘t
-miinte2-Samtierryebs, and these jobs already pay 46% more than the
average wage; the number of web pages is up from fifty when the Clinton
Administration took over to 320 million today, and an estimated 3 billion by
the turn of the century. And the United States is the world’s Ieader in the

field.
&CMMHV\{ Foe- odnbians > kg o |
T

‘ Through trade policy, we have an opportunity tp set ground rules now for the oy
economy of the next century; not by attempting to impose a v1310 [, Cy\ Mg
science and technology should develop, but by fac1htatmg Seisdfivreiopme /‘“ )
And as theﬁechnolog%l Ieader our country will reap the benefits c&m }’W

WUk

Ehatys the‘foundation of éll our efforts, Through thé Semiconductor
Agreement with Japan, and its expansion to Europe,, Korea Taiwan and
others; the Information Technolo Agreement

including improvements in Ching; £n unng%pen ma,rkets or genetlcally e
modified organisms and blotec ology products to htlg ion aﬁd {'the T L

[ o
FAE

fink o | ‘
o e AR, Y Y


http:A~eeme.nt
mailto:fJ:t@Hl'l.2

. efforts’te-prev d-ta o

case, )t\lal Recogm 10n Agreements n technalogy mtenswe areas, (our
evenitaxes-and-tartffs-on-e s, we can help

make &8 5lst century one of openness growing trade and rapid
technological advance,

K eg
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This in turn will help people live better lives -- with innovation in everything

from telemedicine to traffic safety, air travel, factory safety,and education.
And it will offer us a chance, world-wide, to promote some of the most
important American values -- free-markets; the rule of law; freedom of

- expression and freedom of inqui and accountable government;

scientific advance and artistic creation.—\ * | Wy

It is a great oppoxtumty(&;We are all very lucky to be: present at\the Y

beginning. So I thank you again for this honor, aﬂ&-l-’mv‘efe?wnw

very ,Qem&%w&ahgad.
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Good afternoon, éveryone. Thank you, Clyde. S

'
i
i

I am very pleased to be here at the annual Economic Strategy Institute , -
conference. Itis a great tradition. It is great because it da_rfe;s to think big. And that

is what you have asked me to do today.

;‘

- In my view, our trade policy fades three gfeat challeﬁgcs. At hdme,
maintaining public support for trade policy as trade grows. {?&&oéﬁ%responding to

. : P —t :«wmmz.mw
- the end of the Cold War, as three billion people -- in Southeast Asia, Latin America,

Africa, China, Eastern Europe and the former Soviet Union -- turn toward the

market and away from state control. And, third, looking,éhéad to ensure that trade
. , o |

policy keeps pace with the technological revolution that i's: changing the face of the -

world. And let me begin with that. _'




A WORLD TRANSFORMED

We can look at statistics -- 60 million people on the Internet today, over a

billion by 2005. Fifty Web pages when Pres1dent Chnton took ofﬁce n 1992 300

million today, over three billion by 2002.

Or we can look at daily life. Food supplies made more secure by new plant

varieties that res1<>t dlsease Rural health care transfonned as farnlly doctors consult

m NN ARG ,&%n<

on—line with the Centers for Disease Control through telemed1c1ne. Family -

vacatlons made eas1er and safer as the Global Pos1t10n1ng Serv1ce satelhtes provide
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1mmed1ate wammgs of bad weather or. trafﬁc jams ; ahead DR v A Wi VS

o x‘m” 1 AL o

\n x&i‘f\ I Q{“‘\ }ﬂ"dé (,/'W

it

Either way we see the same thihg. Extraordinary change is here; and it is
* making life better. As Thomas Jefferson said of the'youn"'gf America, the world of

the information age: -

“though but a child of yesterday, has already given fhop'eﬁll proofs of genius.”

~
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TECHNOLOGY AND TRADE P()LICiY
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And it promises much M Neither governr‘nent, nor business, nor

even the best-mfonned scientists and engineers can predict the future of the
"Siphon RIWLIES Mmoo
sc1ent1ﬁc revolution Alan Turing, one of the scientiﬁc gen1uses of the 20th century

R T

applying to the British government in l945 for a grant to build one of the world’s

first computers, said he thought it could calculate range tables for ﬁeld artillery and |

I 0 b

count the number of butchers due to be demobilized n June 1946 " He said it

S e ottt N " s TN T B g R R s s BT

might also solve jigsaw puzzles. Within fifteen years, his work, together with that

of a few other computer pioneers, had sent a man into space.?' A few years later it

has transformed the world.

.
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Our respousibility now is not to predict the 1nnovations of the next decades.

R_ather, it is to set some ground rules that will encourage sCientiﬁc advance; ease.its

A Y TSI LA B R 3

passage from the laboratory to daily life and ensure that 1ts beneﬁts are worldw1de

s A

And if we do it right, the rewards -- in' healthier lives, reduCed hunger in poor

nations, cleaner air and water, freedom of expression-and inquiry, safer workplaces

and much more -- will be greater than-we can imagine.
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That 1s the eff()rt{ werlrvesbesan, and let me give you four example
- “ an b \g\éﬁ"}é‘/k{}\ |+ {‘” W b ’{&f
{The ﬂ%it is market access. Our efforts hereAreaHy began in the early and mid-

1980s. They were driven by concerns about our own technological leadershlp, and

focused on specific disputes with Japanzl The result was a seties of bilateral

ke

- agreements --on semiconductors, comp‘uters, supercomputers, satellites, cellular

4 50 I
phones medical equipment, telecommumcatlons the NTT procurement apreement

~ ‘3 d“t*he"*broadenedaosemloonductoea,gmeemexmﬁ%%6 The Mutual Recogmtlon
Agreements with the European Union i in telecommumcatlons and other technology
intensive areas such as pharmaceuticals are another example.
These agreements have won resillts. In Japém we see foreign semiconductor

market‘ share up from 8.5% in 1985 to' 35.8% in the first half of 1997. Cellular

}phone subscriptions to the NorthiAmerica TAC systemup ﬁom 22,000 in 1994 to ,

600,000 at the end of 1995. Growing market share in medical technology

procurement. And deregulation measures in basic telecommunications, wireless

~ cable, direct-to-home satellite services and cable TV.
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But we now see opportunltles to go beyond spec1ﬁc agreements on Spec1ﬁc

[ s
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products, toward g@tobal rukzws,,,khat ease the development and dlssemmatlon of new
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teehnologles everywhere And that is because open markets m technology also
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serve the interest of our trade partners. They can more easilfy export their own

Xty

mnovations, of course, but they also see' the advantage of access to new mechemes

B RSy
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software programs and spemahzed sermconductor chips that make their people more
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!
secure and their economies healthier. And thys_g we rnoye;__tgwards }tnternational or

-global agreements reached not so much to solve dlsputes as to take advantage of

A ARE
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common interests. Trade policy at its pﬁro-active best. . ’

4

These agree ments include the most recent Sermconductor Agreement w1th
%”mmm,'

) .
J apan\;‘rfoz:dened to include EuroRe Kore;gnd other major producmg nations.

1 A

And more recently, the three agreements we reached last year under the WTO

which together lay the foundation for the economy of the 2‘1‘st century.

AR B o R oy L o RS AR i

- The Information Technology Agreement (ITA) will eliminate tariffs on
global information technology products over the next vseveral years.

I
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Semiconductors, or computers, telecom equinment, integrated circuits - the range of
equipment that every factory needé to ‘be‘?oome oafer, more pfoductive, more able to

' - meet the demand of mdmdual customers Even today these nroducts make up
about one in every thirty dollars of world GDP And we are now negotiating ITA II
with expanded product and country coverage. -

i

'-- The Agreement on Basic Telecormnunications-, which includes 70 countries

and over 95% of world telecom revenue in an mdustry estimeted at $750 bi}hon It
. ; R e

gives US. and foreign companies acces‘s_ to local, Iong-dlstance and international

service through any network technoiogjff, and allows them to acquire,estabilish or

hold a signiﬁcant stake intelecom-comi)anies around_the wo‘rld.v Thus it replaces

sixty years of national telecommunications monopolies and closed markets with

market opening, deregulation and competition.

-- And financial setvices. Last Deceniber, we completed tl”ie Agreement on
Global Financial ‘Serviees, including bonking? eecurities, insgurance end financial data
- services. It covers 95% of the global ;ﬁnancial services rnaiket and 102 WTO
members. Their commitments include $18 trillion in globai securities assets; $38

trillion in global (domestic) bank lending; and $2 trillion in insurance premiums.



POLICY AGENDA INTELLECTUAL PROPERTY

!

The same phenomenon -- the advance of trade pohcy from speelﬁc dlsputes

to global rules that advance smence and recogmze the mutual 1nterests we and our

- T P
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trade partners share -- -is also cleari in my second example: 1nte ctual property

; .‘w.ie»éemgwi A 'W

rights.
_ )m‘f‘& kgf’} &/g‘f” s
Intellectual | property withs -~ pha.rmaceutlcals soﬁware entertamment -- are
“often cheap to produce at top quality, once the initial very expenswe research and
3 | ] o .

development has been done. American companies i

the world leaders in these fields. We should not tolerate theft of their .re.search.

) i

Fifteen years ago the world’s intellectual property standards  were very weak. -

{
:

Many countries simply had no copyright, trademark or patent laws at all. Some saw

such laws as obstacles to development. 'And we saw billit)ﬁs of dollars in losses for
, \ks o
~our own country every year. And so, in the mid-1980s, om;-efforts on IPR w1th
1 . ) ’jﬂ‘ E
began with bilateral negotiations, soon bolstered by the “Spemal 301" law to simply

win the passage of basm laws/ And from there, we moved on to enforcement

eyt
EMW !
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These efforts vastly rmproved the zworld’s mtelleotual property standards
{ ;

They remamverw&r , as we oontmue to use Specral 301 to ensure passage
and enforcement of laws, and will apply it to new area e-QGEIIRY
~ .

e

ik _}r software piracy, J/

But as we look ahead, both we and our trade partners?s}ee'the value of a

, broader effort. If piracy of intelieotual property is wideSpread, neither Amerioans v

nor forelgn entrepreneurs will see much advantage in puttmg m the work that- creates .

e T e ———

a new soﬂware program or an 1mproved{staple food. That w111 slow advances n

AR

every field from medlcme to entertamment envrronmental momtormg, travel and

anythmg else you can nnagme It will prgevent countries wrth we k]

Yt

standards from -

: i
developing their own film, pharmacentical and soﬁware indusftries, and it may bar

their access to the most modern technologies in other areas. .

A y//”“\dm
And so we were able to set standards for the world through th\TR,LES

e .

agreements in the Uruguay Round That isa profound change Our task now is to

s »

‘ p.uUp, wrth smence

@w””wwasa SR

broaden these standards, deepen them and make ‘vsure‘_they

ot M,*:'-:\\n SRS T U TR S I




‘We must look‘ ahead to prevent piracy of vfuture .technologie‘st like digital video discs,
and addres‘s the threat of an explosion of on-line piracy throogh implementation of
the World Intellectual Property Organization copyright tre‘atieis. And we must
include imnovations m other areas, suchas biotechnology products and new plant

- varieties which are resistant to disease or capable of growing in harsh conditions. A’S:ﬁ)ﬁ”v/
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POLICY AGENDA AGRICULTURE

And that brings me to rrly third example: agriculmre,f‘\;fhere trade. 1s as old as
civilization. | |

Our trade policies here again, begln with market accees, 'fairne'ss for.
American producers, and bilateral negotlations. Prior to the l;Jruguay Round
agreement, agriculture was only a weak baﬁicipant n the GATT system. We had
little leverage over export subsidies, higll tariffs and’ other pollcies common among
agrlcultural importers and exporters %rld ;mth the Uruguay Round for the first

I

time we were able to dlsc1pl1nﬁ sobsuhes, reduce tanffs, and win an international

commitment to continue reform through the “built-in agenda.’?



- we can also look ahead to broad reform and international standards that both reflect

and promote scientific advances in agriculture.

The Uruguay Round’s Agreement.on Sanitary and Phytosanitary Measures,
requiring trade restrictive measures taken to protect plant, animal and human health,

to have a scientific basis, is the beginning. And the future will require much more.

F R B e (AT A BRSNS [ e e i 7 SR
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The New York Times yesterday c?rried a fascinating :stjory on the application
of inforrnatidn'technologies to farming, as productivity imprd\j/es through better

predictidns of the weather, deeper analysis of soil and contiﬂuous monitoring of

each part of a field. Biotechnology and genetic engineering are better known and

At G
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even more impressive.
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The potential for these advances to make agriculture more productive and to

it

i

reduce hunger has no limit. But to reach this potential, we need to ensure open

“markets. And we must do it through brohd agreement to renounce policies on

o
oo AV

importation and planting of these organiéms, and the lgljbelingﬂio.f products containing

I

- them, with no basis in scientific principle.

10
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POLICY AGENDA: GLOBAL ELEC l‘ RONIC COMMERCE

|

i

c\ ) B
Lo ]

~ Havmg touched on the oldest form of commerce let now me address the

newest. o “ o

Today, 45% of all business equipment investment in America is in
N | S L \
infonination technol'ogy That will‘suppo’rt aleap in'electronic2 commerce, in the

U S alone from $E b1lhon today to $300 billion by the year 2}000 Th1s may rnake

L

us thmk first of big compames and technologmal leaders And Mnerlcans rightly
q

take pr1de in the success of IBM M1crosoft Intel CISCO Oracle Netscape and %@N\

R

E

others But its bencﬁts w1ll be greatest in for people now cften shut out of trade A

P

} 2

few minutes on the computer already ﬁnds the Hop1 Natlcn'ini northern Arizona ’

et LD

advertising kachina dolls to urban buyers, and warning them fo protect the tribe’s
intellectual property by refusing to buy faikes . Or the managei% of a real estate ﬁrm |
in Dhaka, the capital of Bangladesh, selling Tuxury condominiums to wealthy

~ overseas Bengalis, noting that: .



“the Internet has become an extremely practical medium through which to

contact and inform our intemational and local clientele.”

.
And we must act now -- not, as trade policy usually does, to remove barriers -

- but to prevent them from arising. That is the essence of our pohcy on electronic

SRR A B R S e g S adac v s

commerce In trade terms, the Internet 1 is pnstme No member of the WTO

considers electroni(; transmissions imports subject to duties f,o; customs purposes.
. . | . o

There are no custorns duties on cross-border telephone calls, fax messages or

computer data links, and this duty-free treatment should include electronic

transmissions on the Internet.

We must not close off the possibilities even before they open up.
’gw}ﬁééu

Government must certainly ﬁght crime and»g;f@m@chﬁdren But its reflex should be

to applaud and suppo’rt; not to limit or regulate, new technolo’gies and their

commercial ap‘p]ica‘tions; So while govetnmeht can help a gtefat deai by supporting

bast'c research ite first ’responsibility - as.i the Viee Pr'esidentis"aid at the launeh of

the Next Generatlon Internet project -- is ito learn from medlcme and fﬁrst dono
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END OF THE COLD WAR -
Let me now move to our eecond great challenge.

That is the end of the Cold War. Regions of the wor}d that were once Cold

e * (s T

War‘battlegrounds - Latin America, Souitheast Asia and Affiea -- are now by and
|

large at peace. The 1de010glcal battles of the Cold War in these reglons have ended

cxsneone oy
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as well as they tum to the market for the prospenty -. b

bitlion Mf eop

must help write the ground rules for theirf full integration into the trade system. Our ..

A e

!

creation of the Free Trade Area of the Arillerieas; President Clinton’s inauguration of
the anntlal summit meetings at the Asialfaci‘ﬁc(Econ\o"mic Coﬁoperation fofum; the
President’s Africa policy and pending Aﬁicallegislation in Congress; all are part of
this effort. - ' ! .

| Ls

Equally large, and with effects even more pmfound w11 be the mtegratlon of

Sy
e A , = r,';t.: SAEA s

another bﬂhon and a half people -- the citizens of Eastern Europe China, Indochina

R "'&9“"

and the former Soviet Union. .

¥
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Our task is to bring these countn'es into the world tradeﬁ system, on the basis

- of the rules created by the GATT and WTO over the past ﬁfty years As long as

R e oy P

d

they remain outside the rules-based system that now includes r‘most of the world S
trading countries, the system will be incomplete, imperfect aiid subject to distortion
from those who are not bound by its rules.

i |

But their WTO admissions are a comphcated task. White-the-Batin=Seouthe

RO TGy R AT R PRI 1+ g AR P
| S

WNS?M%WW”%WWRF@V&M@&SMM]I&?E@ reforrmng communist
countries often lack basic price mechanis;rns., They ére only. ?i)éginning even in |
‘theory to separate governments from business and banking. And at an even more
basic lc§el, they have little familiarity with the cdncept of the ru.le of law. So to
strengthen rather than ﬁndermine fhe worl:d’s market-based rﬁlés, théy should be ‘
brought in., but only on the right terms. T;Ihe result muSﬁ be enfbrceable commitments

to open markets; transparent, non-discriminatory regulatory systems; and effective
, ! S

national treatment both at the border and within the domestic economy.

This 1s very demahding, both for the cduntries involved X

ators: And having just returned from China, I can tell you we have a ‘ways' yet

to go. It will take patience and effort; but the reward will be worth the effort.

14
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In trade policy terms, the integration of these countries Will make sure that

standards of market access, mtellectual property, and openness are truly accepted

,,,,, ran

" worldwrde And underlying this, the prmcrples we seek to promote -- rewards for |

)‘ SRR

{ individual initiative intell'ectual property ’rights open flows of information --are

also the basis of the free markets cml soc1ety and the rule of law Thus trade

!
\
s
¢
|

wnm

pohcy w1ll help us complete a broader effort to‘a%;—mtegrate Chma Russia and the

' others into the world commumty And by domg S0, 1t wrll complete the work begun

w1th the reintegration of J apan and 'Germany after the SeCond World War. That 1s,

1t will lay the foundatlon of an era of peace as well as an era of prosperrty
EQUALITY OF OPPORTUNITY
Finally, let us look to the third great challenge trade pohcy faces -- the

challenge at home. , | i , | o

Any policy, trade or not, must always remember one essentlal pomt it must

Yhr parved b werith b Yngrs tafa%o

work to the beneﬁt of ordmary men and women, And this brmgs us to the final

great challenge:- ensuring that trad'e' policy retainvs the support of citiZens as trade,

Lo ucl

grows. And as we see technology advance and three brlhon people enter the world

trade system, this will be no easy task.

15
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Ast,echnol_ogyadvances, Americans will need a new leVel of skill and

educatlon Those who have these sk1lls are already prosper1ng, as jobs in the

Pl
| X

information technology and electromc commerce fields already pay 616%/more than

,ap‘w_ymw LRGN e

other jobs. ‘And the future may be dazzllng, as employment in the 1nformat1on

AP D AT NN T i B RS BN Kb 3 b o A

technology industries doubles in the next ten years from l 2 mlll1on to 2.5 million

i SN 18550 e B 3 R T ol S RO TS T T e de S R RSN
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and the value of electronic commerce soars.

EOARSC A T e

By contrast, those who lack education and skills are at a disadvantage:

Already today, if you have a college degree, unemployment is under 2%, but for
those without high school degrees, it is oyer 7%. This disparity may well worsen as

the years pass. And we must recogmze and act upon that fact today

’i"""“" T g

So we must make education, from elementary school to college and on

T

throughout life, must be available to every American. And we must ensure that

worker training, health care, adjustment ass1stance and other serv1ces are guaranteed

NE—" R
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when workers change _]ObS or lose _]ObS through no fault of their own.



" That is why the Pre51dent has asked Congress to help h1re 100,000 new
teachers and link every schoo] to the Internet. For ]1fe]ong leammg programs to |
help older workers .upgrade their skills, through Pell Grants, tax credits and tax
, deductions to finance returns to school. for broad reform in itrade adjustment

~assistance. And increased funding for worker training.
CONCLUSION

Let me then sum up. |

If we adapt the rlght pohcles today, new teehnologles can revolutlomze every

Mmm, N e o T S P o B

walk of life. They can help people live safer healthler hves Make the air and -

water cleaner.v Make governments everywhere more accountable to cmzens; Give

citizens more ability to become artists and entrepreneurs.

- And the right approach is clear. It rests on an ins{ght almost as old as

S PRI

America 1tself -~ 1n faet once again, to Thomas Jefferson.

N mrtasn ks )
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- Jefferson, as the author Timothy Ferris writes, was an amateur scientist and

patron of researéh; founded the University of Virginia and originated our broader

i

concept of public education; and was our early nation’s great defender of individual

rights. He did not pursue these things in isolation - instead he saw that “science,

education and liberty form a whole.” |

TR At

: 5 oph |
{}’\ Y{y@. ﬁ,é’,m :

That whole is teesgeed life. And his insight will serve the modern world, as it
- .

served the young republic, very well.

Thank you véry much.
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L. CONTEXT

A,

( ESAQ g:LQS;ED SESSION?

SV ....ﬂv"

Thank you. Let us now open the closed: session. ;

The US Ecdnomy ’E‘éday: ;

Let me begin today with some context. -‘We are in the 7th year of economic .
expansion in the United Stat?s. "I_‘he unempléymeﬁt.rate is at the lowest level in
nearly a quarter-century. Wé have created over 15 million new jobs since 1992,

meaning that more Americans are working»n'(')\iz« than at any time since the

) Government began recordmg labor statistics nearly 50 years ago. Industrial

producmon is 28 percent }ugher than in 1992; t]ns compares with gains of only
7 percent in Japan and 5.  percent in Germany And strong mvestment has
expanded industrial cap‘ac1t5r by 3.5 percent a year, the fastest rate since the

1970's.

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

in 30 years, more than twice the level of 1992. The combination of the

C
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unemployment and inflation rates in the US. is Just over 6 percent, the lowest
‘so-called “misery index” for trre U.S. since rhe 1959’8.
. 2 ,
° And last mont;h the President submltted a balanced budget for 1999. For the first
| time since 1969 the federal government will to spend no more than it takes in.

And we see a real prospect of budget surpluses in ’the near future.
B.  The Role of Trade:

Trade is a critical part of this reco‘rd. Since 1992, exports have accounted for more

!

than one third of U.S. economic growth Exports now support Just over 12 million _]ObS

t

-a 11ttle less than 10% of total employment -- and account for 1 in 6 or 17% of new

jobs. And these jobs, on the whole pay wages 13 to 16 percent hlgher than the
national average. |

B
|

e The 1997 trade ﬁgures were released late last month and they confirm that

Amenca s export-led growth remains robust Exports grew 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 in exports since President

Clinton took office is uo 51%. |
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° The trad(‘:Adeﬁcit reméined esser::ltia]ly flat last year. V;B.ecause our econoniy grew
at nearly 4 percerit last year, tﬁe tréde deficit accou_ﬁte‘d for just 1.4 percent of
GDP, less than half the level of ten years égo. We expect a somgwhat higher
ﬁguré this ‘ye'ar‘du(e.to the As;ian ﬁnanciél crisis and the consequent drbp in
exports. Korea, for example, is}impoi‘ting about $60Q million less from us each

month.

C. In the Future:

Trade will be even more lmportant n the fature. Amencans make up 4% of the
world’s populahon and that fractlon is shrinking. An emergmg global n:nddle class
made up of « consumers able to shlﬁ thelr consumption pattems have become a critical
factor dn'ving markets. In India and China, for example,@thete will be just over 300
rﬁﬂh’on new members of the middle ;:lass by 2005. Thg:y are a booming 'potenﬁal

market for our goods, services, and agriculture. And our ability to sell in this market

will decide whether we remain the ;w:orld’s economic leader in the next century. That

is the goal of the Clinton Administration’s efforts to expand and preserve open access

to overseas markets.

Let me now review our specific-agenda.



JI. IMF

Our most important priority is passage in Congress of our éonu'ibUtion to the

International Monefary Fund.

Last week, the Congress, due’; to 6ppositi0n in th;: House of Representatives,
decided not to include IMF funding m its emergency supﬁlemental a‘ppfopn’ation bill.
The Seﬁate has given a very strbng vi)te of support, 84-1§% to the IMF package. The
- President ‘remains commiﬁed to' th;: HVIF funding requ;%:st, and urgés the House
leadership to move the legislation fofw%ard. It is vital to tor our national interesf that the
IMF havé the ﬁnancial resources to a:ddress future financial crises as they may arise,
~ and ﬂlat the United States not send a signal that we are bac;king away from leadership
in the present Asian crisis. The 'US roie as a world lg'ader;l and our specific economic
| mterest in healthy Asian markets opeI; fo our goods and ;érvices, requires us to lead |

!

and to take responsibility.

III. WTO
Let me now turn to the state of our negotiations. In my comments to the opening

session, I divided these into four parts: th’g traditional agenda of the multilateral vsystem,



///////

) Europe and Japan; the issues ansmg 'from the end of the Cold War bmldmg the 21st

century economy; and strengthenmg support for trade pohcy at home Let me go cover

these in turn. ‘ o .,

r

[

A. Enforcement -- Before negotiating new agreéments, of course, comes

‘monitoring and enforcing those we already have. Sihcé 1993, the United States has

i

brought over 75 enforcement actions under our domestic trade laws and international

agreements. The United States has brdught more onforceméﬁt éctions’ in the WTO--35 |

- cases to date--than any other countxy Of these the Umted States has prevalled on 18

of the 19 complamts we have filed. We have brought good cases to the WTO and

“under U.S, trade laws we have scored 31gmﬁcant mctones for the full spectrum of U.S.

industries from agnculture to IPR and manufacmred goods

B. OECD and Quad Meeﬁngs

1 recently returned from meetmgs in the OECD and Quad n Pans to rev1ew the
OECD agenda and prepare for the WTO Ministerial in two weeks At the OECD we
have embarked upon a new_OECD 1mt1at1v_e'to develop core standards and guldehnes

on corporate governance; agreed to work towrad an agreement on global electronic

‘commerce, which I will touch on later; continued work on the Multilateral Agreement
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on Investment; and reaffirmed the importance of core labor standards at the Ministerial.
We look forward to the ILO meetings in June where it is hoped agreement will be

reached on a declaration on core labor standards and on a monitoring mechanism.

C. WTO Ministerial and “B.ui:lt-'in Agenda” -- Let me‘l':tow look ahead to the
WTO Ministerial in two weeks. Cne of 6ur major goals tﬁéfe isa decisién to maintain
the Internet as a duty-free zoneA and create a work program on global électronic
commerce. T will discuss thlose«issues;in a little more deté%l;later. 'We are also looking -
| ._‘ahead td the “built-in agenda,”,on'whilch negotiations w1ll dpen next year. More open
marketé for agriculture, serviqes, ;mte}lécmal‘ p‘ropeirif_y. ﬁghts, and goVernment
‘pr'ocuremént are all part of the bhjl!f—in agenda. Mulﬁiaferal trade négétiaﬁdns in
agriculture, for example, are set to begin in 1999. In additiqn, new afeas of focus for
the GATT system must include develdijmg a glébal response to compétitioﬁ policy, and

bribery and corruption to ensure that markets operate as'éﬁiciently as possible.

D. Labor and Environment -- We will continue  building on our initiatives
regarding core labor standards and trade and environmental policies in all fora to
make sure that worker _exploitatio‘n and environmental indifference abroad do not

damage America as well.
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IV. EUROPE

"You have no doubt heard of our initiafcive for closer trade rélations with the European

Union. The United States and the European Union a]readj} énjoy the largest trade and
investment relationship in the world. The U.S.-EU New Trénsatlantic Agénda'(NT A)
of December 1995 sought to expand and deepen relations through a series of joint

|

actions in the political, economic and social spheres. The idea of the New Transaﬂantic

* Marketplace (NTM) component of the NTA was to buﬂd upon‘the,.a]ready strong

bilateral economic relationship and to further reduce bilateral direct and indirect

barriers to trade and investment.

Our efforts under the NTM over the last two yéaré have been fruitful. For

i

example, government and industry leaders on both sides z}pplauded the successful

conclusion last ygaar of a Mutual Recognition Agrcemexiti on product testing and
certification that will reduce the costs of j,exborting in six mdustnal sectéfs qo§ériﬁg $50
billion in two-way trade. Sir Leon Bnttan and I have been discussing for some time -
how we can logibally ‘move ahead.«.‘ Neither side is i proposing a traditional

comprehensive Free Trade Agreement. !



The rcjccticn on Monday byzthe EU Council of the European Commission’s
version cf a transatlantic initiative does not diminish our interest in a broaa-based,
mutually beneficial initiative between the United States and%Europe. We are doing our
own independcnt analysis of what might makc sense, but the breadthand scope of any
future set of recommendations have not yet been decicleci. | We have also becn
 consulting with the private sector in order to ‘take on boaré its ideas on what would be
most in its interests fcr inclusio_n. OB\/ionsly, agﬁculmre' issnes are important for the

H

United States, and ag;icultural elements will have to be included in anything we do.
V. JAPAN --

Now let me turn to Japan. The Adnlmlstratlon ccntlnnes to be concerncd about
the economic situation in Japan and its nnpact onU.S.-J apan trade and Asian economic |
recovery. Iapan s .global trade surplus grew 80 percent for 1997, and hlgh-level.‘ A
J apanese officials acknowledge that, in the short term, the outlook is not good. Japan’s
April 24 economic stlmulus package is a start, but its success wﬂl depend on how
qulckly Japan nnplements this package and whether it can fcﬂow up with further

actions to’ strengihen its ﬁnanmal system and open and deregulate its economy



N On deregulation, Japan’s three-year program was a step in the right direction; but

we believe it was insufficient. Last week in Paris, Deputy USTR Fisher met with his
Japanese counterparts in Paris. The'se were productive ineetings but we are still

working to conclude a package of comprehensive and meaningful dere'gulatory'

measures in time for the Birming ham summit.

We also remain concerned al%out Japéin’s implementation of severai of our
bilateral agreements. It is critical that we make con;:rete progress under these
ag;eements, particularly as éqr trade b}alance deteriorétes. Wc are closely monitbring
4Japan’s implemenfation and enfc‘)rcemcht -eﬁ'oﬁs, especially m key sectors such as autos

and auto parts, insurance, glass, and (fomputers.
VI. END OF THE COLD WAR

Now let me review .o’lir efforts to respond to and guide the economic
developments emerging from the end of the Cold War. And let me begin with Latin
" America - our fastest growing foreign market, in which President Clinton has Jjust -

inaugurated the talks that will create a visionary hemispheric free trade area.
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A. | FTAA - Last month in Santiago we launched a. tmly hlstonc mltlatwe "The
Free Trade Agreeme:zt of the Amerzcas (FTAA) wﬂl estabhsh hemlsphere-mde rules
for all 34 FTAA countmes The 34 Leaders of the democrat1c natlons of the western
hetmsphere formally launched thlsl in Santiago on Apnl 19, and it is now our

responsibility to begin the detailed work.

We have estabhshed a structure with leadership determmed through the end of
negotiations in 2005; nine negotiating groups with chairs set for the first 18 months; and
a Committee on Electronic Commeree, comprised of botil government and private .
sector experts, to make recommendatioils on how to merea;e and broeden the benefits

to be derived from the electronic marketplace. Additionaﬂjf,‘ we achieved consensus

on two key principles for the United States for the neg(‘)tiations:' (1) The FTAA

negotiations should improve upon the WTO rules and disciplines wherever possible and "

appropriate; and (2) the FTAA can co-exist with bilateral and sub-regional agreements
to the extent that the rights and obligations under those agreements are not covered by
or go beyond those of the FTAA. In qt];ier words, the FTAA aims to provide a single

set of rules throughout the hemisphere. -

B. APEC -- This year’s agenda in the Asia Pacific Economic Cooperation forum

. will, if successful, eliminate tariffs and expand trade across $15 trillion in global trade,



including medical equipment, environmental services and tei_::hnology, energy equipment -

_and services, natural resource products and telecommunications. As with the ITA, we

will use the WTO to multilateralize and lock in these seéto;él agreements. In mid-April

meetings in Kuala Lumpur, APEC ecdnomies were able to work out some of the details

of these proposals and identify sensitivities. However, much work remains to be done,

. particularly between now and June; and we aré&disappoint'iedv.that major differences of

view still remain in agreement on scope, coverage and staging in some of the sectors,
and in the uncooperative posture of several APEC economies - in particular Japan!

'
!

C. Africa -- We have a major bpbortunity on trade v‘f./i"th»Aﬁica. Our exports to o

* Africa are now S.mall;_at $6.2 billion last year they take less than 1% of our total

~exports. But the oppartunities for the future as you sa\éi{ n Pyesident Clinton’s trip last

March; are great. Affica grew.at over 4% last year, andihas a population of 700

: million. And those who trade and invest in Africa prdsper — African investments yield

on average 28.7% returns, compared w1th 11.7% worldwide.

Our goal this year is passage of the President’s Palmershlp for Economic Growth
and Opportunity initiative. The Initiativé is a comprehéﬁsive program aimed at

promoting sustained, stable economic growth in Africa by focusing on those countries

- that are successfully ilnplemenﬁl_lg econonic reform pfogram. “The House has a]ready
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passed the Economic Growth and Opportunity Act, which provides enhanced access

' to the U.S. market for those African nations which adopt open economies and reform

to grow and prosper,A and we are now working with the 'Senate Finance and Foreign

Relations Cominittees to clear up jurfsdictional issues and pass a bill this year.

D. The Middle East --I should also mention the Mzddle East. Our trade goals here
are to brmg counmes in the region more fully into the mtﬂtllateral tradmg system and
promote economic mtegratlon This w111 enhance productmty, make countries more

competitive in global markets, and foster the economic cooperauon that is central to the

- peace process. We took an impo'rtani step in that direcﬁon earlier this yeaf when I

| designated the first “qualifying industrial zone,” an indusuiai park in the‘(city of Irbid,

Jordan, where Israeli and Jordanian cofnpanies WOrking together will enjoy duty-free

“access to the United States.

. 'E.  China WTQO Accession -- Let me now tum to Clnna U S. trade policy has been

geared to encourage China to estabhsh the ru}e of law, open its economy to imports -

and investment, and reform its trading regnne pursuant to the rules and obhgatlons of

the World Trade Orgamzatlon We have pursued a complementary policy that
combines bilateral, reg10nal (APEC) and multllateral trade mmatlves Embedded in our

policy goals are broader interhatiOnal norms: transparency-of laws and procedures,
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access to ’admin_istrative and judi;;iél deciéiqn makiﬁg, and curbs on arbitrary
administrati‘ve discretion. Each of %)ur ongomg negqﬁéﬁ@ﬁs - in the context of the
WTO and bilaterally, on services, markét acceés and IPR - is algo' grgunded in
in;cemationél norms :and Ij)raétices‘gn'd in ‘the} neceésity of adherence to a rules;based |

regime.

The upaca .of WTO accx—zssion'i is up to China. i:dur objecéive is a strong,
commercially meaningful agreemen,t:-: under which_ Chmawﬂl provide' progressive
market access and abide be WTO rlﬂeé. I had discussioﬁsa with Chinese officials two
weeks .ago. ‘We had been concerned that WTO neg;iﬁatiéns had taken a step
backWards from the November Vancoﬁ,ver meetiﬁgs. Ourzéxpérts will néw meet -- as

they have been -- to look one-by-one at the individual issues.

This is a slow, difficult process. It covers market access issues such as tariffs,
non-tariff measures such as quotas and licensing, services including professional

services such as accounting, legal and architectural vsewi'ces; distribution such as

~ wholesale and retailing, and ancillary distribution services, for example courier

H

services, transportation, maintenance and repair; telecommdﬁication, including basic

and Value—added, and banking securities and insurancfa.""i It also covers rules -

transparency, non-discrimination, uniforni appliation . of tariffs, trading rights,
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intellectual property rights, trade-related investment. measrues, judicial review,

standards and many more. And accession is not concluded until everything is

concluded. ] . , X

I should also note our recent iconiprehensive 'ma'rket opening’ agreement with

. Taiwan which will open Talwan s markets to U.S. agncultural products, services, and

industrial goods. U.S. farmers will see new markets for pork chlcken and other meat
products that have never been open to any foreign imports.. U.S. exporters of industrial |
products will get market access comf)arable to other developed economies. Taiwan

will also prowde broad access for the full range of services, including ﬁnanmal and

telecommmncatlons services. Once all members of the WTO have completed their-

bilateral market access negotiations with Taiwan, multilateral negotiations will ensue
to work out the full range of rules-related commitments Ta.iWan must make to formally |

N

enter the WTO.

VIL 21ST CENTURY ECONOMY

Now let me address the third broad topic - our eﬁ‘ort;slvtb lay the groundwork for

the 21st century, and in particular globél electronic commerce.

-
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Three Agreements -- Last year we completed three major global trade

agreements in areas where the United States is the most globally competitive and

which provide the infrastructure for the 21st cenﬁn‘y economy.

The Imi‘()rmaﬁon 'E‘echnology'Agreement coversl éSOO billion in global trade,
more than $100 billion in U.S. exports, and eliminates tariff barriers to over 90%
of world trade in information technology produ(;té such as éemiconductors,
computers, teleéommunicatioﬁs equipment and the Alike. The ITA will i)rovide
ouf companieé a $5 billion annual tax cut because fo;eign tariffs are highér than

ours. In the coming jkears, we will move ahead Qil talks for an ITA II for

expanded product and countryfcoverage

The Agreement on Basic Telecommunications Services will create more than

“amillion USS. jobs in the next t‘e"n 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. telecommunications

companies to compete fully against local phone monopolies.

The Financial Services Accord will ensure that our "companies can compete m

foreign markets and maintain thé U.S. lead in international banking, insurance,



- and brokerage services. The agreement on ﬁnanciél services covers $18 trillion
in securities assets; $38 trillion in bank lending; and $2 trillion in insurance

premiums -- altogether, twice the value of the GDP of the entire world.

B.  Global Electronic Commerce: The next step is to éﬁsu;e thét global electronic .
commérce can develop unjmpeded. ; This means addressing electronic transmissions
- and especially the Internet. As I note(i earlier we hope to obtam a Ministerial decision
at the WTQO’s 50th anrﬁversmy-celebrﬁtioﬂ to preserve the iI%ltemet as a duty-free zoﬁe.
In the décision, WTO Members v;fould ‘agree to continue their cu'.rrvelit} 'practices'
whereby customs dut1es are nét nnposed on electronic t];ansmlssmns with a view to

making this action permanent by makmg appropnate changes in their WTO schedules

by the time of the next ministerial me‘etmg.

We also intend to call for a future WTO woﬂ; program on electronic -cbmmerce.
| Under tilis ‘\&ork program, the General .CAouncil would be nstructed, as part of its
prepa.rations for 1999 to seek the Viéws of the respecﬁvé Coungcils and Committees
| (including those responsible for the plunlateral agreements) and to prepare
recommenda’aons regarding e/commerce and current WTO disciplines and regardmg

the role of e/commerce in strengthening the multﬂateral system.



C. Eotelﬁ‘ectoa.ﬂ Property - Uniderlying‘ all this 1s the pn'nciplo of intellectual
property rights. This is the.fundamejtltal concept that cteettes inoehtivos and rewards
for scientiﬁo advance. Our efforts inolude oot onljf passiog and enforoiog basic laws,
but ensuring that_l nevtf produots, such as btotechnology'prodoots, new plant varieties and

- more receive proper protection.
VII SUPPORT FOR TRADE?GLECY |

Fmally, some thoughts about ﬂ1e big plcture The rapxd growth of trade and
technology make people womed That is the issue undemeath the debates about fast— N

~ track, about NAFTA and about trade genera]ly.

. The problem in trade policy, of course, is not tréde etgfeeolents. The problém is
high tariffs and Ioog-standing‘ tradé | barriers in foreign ;Jiarkets; phony science;
preferential treatmént that other couftuies enjoy. .. The ooiuﬁon to these practical'
- problems is to use all of the tools at oor disposal to crack ogon What 1S ctearly a world
of opportonity. We owe it to U.S. workérs and farmers 'to:rcsolve today’s disputes

-without los'ing sight of the benefits of further reform of the intomational trading system.
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Andin daily life, the problem’is not growing tradé or technological advances -

it is making sure that Americans are prepared for the new world. And that is what our

Administration is determined to do..

- The President’s balanced budget for 1999 provides for significant investments

in education and health. It,wﬂl help schools link‘;their students to the Internet,

~ hire new teachers, and reduce class sizes.

The President has made reforni 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 production to another country, Such

assistance is already available w1thm NAFTA for cdmpanies that shut down and

‘move to Mexico and Canada. -

- The President also is pushingi for lifelong learnin'giprograms, so that today’s

workers aren’t stranded. And we will work with Céngress to increase funding

for worker training within our balanced budget.



IX. CONCLUSION o

Together we have a tremendous opportuﬁity. We will need to work to gether, and I will

: . . . R
need your advice. Let me now hear your comments
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ISAC Plenary Session

May 6, 1998

Good moming. Thank you all for coming. It is a great pleasure to be here with Secretary
Daley, and I want to welcome all of you to thrs Plenary Session. :

INTRODUCTION
Later on we will be able to discuss our trade negotiations in detail. I look forward to your
advice, here and in the panel sessions. First, though, I will try to pt our agenda in some broader
context. And let me begin with a look at the situation in which we ﬁnd ourselves today. -

Our country is prospering. We are at peace with the major countries of the world.
American companies are as competitive as they. have been in quite a lorig time, and given the high
rate of investment in new technologies, that could continue for some time to come. The -

- government’s budget is in balance; crime and welfare rates are falling; and economic growth is
~ high while unemployment and inflation are low.

So, in essence, we face the challenge of good times. That is, réfusing-to be complécent.
Looking to the future, evaluating the long-term trends, adapting to them when we must and -
steering them in the right direction whenever we can. And that is what we hope to do in trade
policy. .

TRADE IN THE U.S. ECONOMY
Let me begin by putting trade in the context of our economy gerlérally.

~ Trade has played a crucial role in our economic expansion durmg this decade. Smce 1992,
expons have accounted for over one third of U S. economic growth. Over 12 million American
jobs -- just under one in ten -- now depend on our exports. That proportion is growmg, as
between 1992 and 1996, exports accounted for one in every six new jobs. And that in turn means
higher living standards, as jobs supported by. exports pay an average of 13 percent to 16 percent
higher than the U.S. national average.

And in the future, exports will be still more important to our country and the success of -
our businesses. About one in every twenty-five people in the world is:an American. The other 24

-- or 96% of world population, ’included the fastest—growmg middle classes -- live somewhere
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else. India, for example, will have 115 million new members of the middle class by 2005. China
If we can’t sell to these people, we will have a hard time contmumg to Iead the world’s economy
in the next century.

And so our trade agenda is very full. Since January 1993 we have concluded 250 separate
trade agreements. We have 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 prevaﬂed on 18 of the 19 American complaints acted upon
so far S

LOOKING AHEAD

We also have a full agenda to pursue over the next year with our 1ndustnahzed trading
partners and at the World Trade Orgamzatlon

In Japan, we will push for fiscal stimulus to prevent recession, and broad deregulation to
create long-term, demand-led growth. And we will continue to enforce our thirty-four bilateral -
trade agreements, including telecommunications procurement, autos and auto parts, insurance and
glass, as well as momiormg market access for photographic film and paper.

We are also exploring a major trade mitiatlve with the European Union And next year we .
will launch negotiations at the WTO in agriculture and services -- the fields in which trade barners
are highest, and in which American producers lead the world. ’

THREE NEW CHALLENGES o

Europe Japan and the GATT have really. been at the heart of our trade policy in the
postwar era. But we now, I'think, face three new challenges whose econqmlc significance is just
as great. And their political significance, both in the international sense and in the sense of -
domestic support for the trade agenda, may be greater still. :

First, the end of the Cold War, Whlch has created new markets, new competltors and the
challenge of integrating a vast part of the world into normal commerce.

Second, the vast changes in business, economics and daily hfe propelled by mformatlon
technologies and electronic commerce.

Third, and probably most important, ensuring that as trade grows and has greater effects

~ on the lives of ordinary people, trade policy retains the support of ordinary Americans.

1. END OF THE COLD WAR

Let me address each of these in tugn, and let me begin with the first -- that posed by the
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end of the Cold War.

The decline of communism and the dissolution of the Sov1et Unron mean, most obviously,
a freer, more peaceful world. They also though, present us with profound questions in trade and

- economics. N K ) '

Regions of the world that were once Cold War battlegrounds -- Latin America, Southeast
Asia and Africa -- are now by and large at peace. They are growing, opening to the world,
becoming better markets and becoming competitors. More serious still, former communist
countries in Eastern Europe, the former Soviet Union, China and Indochina are building market
economies and applying to join the World Trade Organization. These things have already had an
enormous effect on business strategies; commodity markets; and investment decisions. As time
passes they will have an equally big effect on our economy and people at home.

‘We must adjust to a new reality in-which the billion and a half people of Latin America,
Southeast Asia and ultimately Africa are fully integrated into trade. To ensure that their markets
are as open to our goods and services as our market is to them, we must be sure that the United
States leads in writing the ground rules for a much larger tradmg world in the future. Our
creation of the Free Trade Agreement of the Americas; President Clinton’s inauguration of the
annual summit meetings at the Asia Pacific Economic Cooperation forum; and the Africa
legislation in Congress are all part of this effort. It is an immense task that is already raising
immense controversy and debate -- as you see in the continuing discussion of fast track.

An equally large, and even more dlfﬁcult task is the integration of another billion and a
half people -- the citizens of Eastern Europe, China, Indochina and the former Soviet Union. Our
task is to bring these countries into the world trade system, on the basis of the rules created by the
GATT and WTO in the past fifty years. Aslong as these nations remain outside the rules-based
system that now includes most of the world’s tradmg countries, the system will be incomplete,
imperfect and subject to distortion from those who are not bound by its rules. And their ultimate
entry is part of a larger effort to secure a permanent peace, similar to the 1ntegrat10n of Japan and
Germany into the world after the Second World War.

- But their WTO admissions are a complicated task. While the Latin, Southeast Asian and
Affrican economies are at least familiar, the reforming communist countries often lack basic price
mechanisms; are only beginning even in theory to separate governments from business and
banking; and at an even more basic level, have little familiarity with the concept of the rule of law.
To strengthen rather than undermine the world’s market-based rules, they should be brought in,
but only on the right terms. The result must be enforceable commitments'to open markets;
transparent, non-discriminatory regulatory systems; and effective national treatment both at the
border and within the domestic economy. :

This is very demanding, both for the countries involved and for our own negotiators. And
having just returned from China, I can tell,you we have a ways yet to go.- But I believe we will
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ultimately get there.
2. THE 21ST CENTURY ECONOMY

- Let me now turn to our second great challenge preparing our country for the economic
world of the 21st century.

Today, and more so tomorrow, services as well as goods cross borders. Business is done

- by e-mail and computer as well as in person. And human ingenuity creates new categories of

goods, new forms of services and entirely new ways to conduct trade every day. To quote IBM’s
Chief Executive Officer, new uses of mformation technologies in business include:

“transactions among employees within a business to improve how products are developed,
ideas are shared, how teams are formed, how work gets done; transactions between a
business and its suppliers, distributors and retailers, to increase cycle time, speed and
efficiency; and the very important transactions between governments and citizens, students
and educators health care prowders and their patients.”

- Trade policy must catch up with this in two ways. One, it has to move faster. We can no
longer wait seven years for multilateral WTO Rounds to address trade barriers. And two, it has
to more fully reflect the reality that barriers to new technological products do not help countries
promote their own industries, but reduce their productiv1ty and growth.

And we can already see the system beginning to react. Last year we completed three
global agreements at the foundation of the 21st century economy: information technology,
telecommunications, and financial services. So significant are these agreements that WTO
Director General Renato Ruggiero speaks of them as the equivalent of a major trade Round.

The Information Technology Agreement (ITA) will eliminate tariffs on a wide range of
global information technology products over the next several years; products that even today
make up about one in every thirty dollars of world GDP. And we are movmg forward with
negotiations for an ITA II for expanded product and country coverage.

The Agreement on Basic Telecommunications includes 70 countriés and over 95% of
world telecom revenue in a $600-billion industry. It provides U.S. and foreign 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 significant stake in telecom
companies around the world. In doing so, it replaces a 60-year tradition of national
telecommunications monopolies and closed markets with market opening, deregulation and
competition, reflecting American values of free competition, fair rules and effective enforcement.

And last December, we secured the multilateral Agreement on Gii}pal Financial Services,
including banking, securities, insurance ard financial data services. It covers 95% of the global

u
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- financial services market, and 102 WTO members now have mdrket-opening commitments in the

financial services sectors. They encompass $18 trillion in global securities assets; $38 trillion in
global (domestic) bank lending; and $2 trillion in worldwide insurance premiums.

These agreements recognize that we are in an era of intense technological change. When
product life cycles are measured in months and information and money move around the globe in
seconds. When we can no longer afford to take, 7 years to finish a trade Round, or let decades
pass between identifying and acting on a trade barrier. When the infrastructure of the 21st
century economy is as much information and communications as roads and ports.

GLOBAL ELECTRONIC COMMERCE -

And we will have to do more. In particular, we will have to address global electronic

commerce, electronic transmissions and especially the Internet. And we will have to do it not by.
painstakingly scraping off the barnacles, as we generally do in trade negotiations, but preventing.

_ them from latching onto the ship in the first place.

As the President noted in his speech to the Technology ‘98 Conference, the Internet is the
fastest growing social and economic community in history. A survey thlS month concluded that
the World Wide Web has at least 320 million pages today, and will have more than three billion by
the turn of the century. Experts predict that by 2002, electronic commerce between businesses in

. the U.S. alone will exceed $300 billion.

And today, the world of electronic transmissions is, in trade terms, pristine. The GATT
system, to oversimplify only slightly, represents fifty years of undoing the tariff and non-tariff
barriers governments created over a century. The right vision today will spare the next generation
that work in electroni¢ commerce. No member of the WTO now considers electronic
transmissions imports subject to duties for customs 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. We hope to keep it that way, as a first
step to make sure electronic commerce remains a catalyst for growth and expansmn of trade.

3. THE BROADER DIMENSIONS OF TRADE

F inally -- and | believe, most important -- trade policy must do more to win the support of
citizens, in three critical ways. : a

One, the pace of change -- growing trade, advancing technology -- in today's economy
causes apprehension and anxiety even among workers and consumers who reap the benefits of
global trade. Many fear, and not without some reason, that growing trade and technological
progress, while creating jobs and raising salaries for the most skilled and educated among us, will
devalue the work of those less fortunate.

R
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So we must integrate trade policy with the right approach to education and training.
There is absolutely no reason that everyone should not have the skills to succeed in a new world.
That is why the President has asked Congress for the money to help schools across the country
hire 100,000 new teachers; link every school to the Internet; and give all young Americans the
skills they need. Why he has asked for lifelong learning programs to help older workers upgrade
their skills, through Pell Grants, tax credits and tax deductions to finance returns to school. And
why he has asked both Congress and business to ensure that worker training, health care,
adjustment assistance and other services must be there, not only as the initiative of particular
~ companies, but when workers change jobs. Thus we are working to reform trade adjustment
assistance, and to increase funding for worker training generally.

Two, many people see trade policy, and especially the World Trade Organization, as
opaque and unresponsive to the public. And again, they are not entirely wrong. The trading
system must do more to address difficult, controversial but real questions like the links between
trade, labor and the environment. It need not always assume these goals conflict -- the APEC
commitment to eliminate tariffs on environmental goods and services will directly mean cheaper
waste-water treatment plants and efficient power technologies for developing countries, and thus
cleaner water, cleaner air, and reduced carbon emissions. But it must address them.

It must also become more open to civil society. There is no reason the interested public

. should be excluded from observing dispute settlement proceedings or filing amicus briefs. Public
input is good, not something to fear. Likewise, secretiveness breeds distrust. So we must make
the WTO, including its dispute settlement body, more open, transparent and accessible to the
public if the public is to have confidence init.

~And three, many Americans have broad concerns -- amply réinforced by those who wish
to make political hay out of protectionist arguments -- that trade agreements or trade itself may be
the enemy of good jobs and high living standards. And the answer here is a sustained effortto
improve public understanding of the role of trade in the economy. '
i . .

The facts are plain. A third of our growth in the past five years has come from new
exports. One in five new American jobs depends on exports. These jobs pay 13% to 16% above
the average wage. We will not prosper in the future if we cannot sell to the 96% of humanity that
lives beyond America’s borders. And the right education and training policies can help everyone
take advantage of these opportunities. - ’ S

But the public -- at home, not just in Washington -- must get the facts. Government,
businesses, and academics must all work harder than we have in the past.. We must build public
understanding of trade policy; respond to legitimate concerns; dispel unwarranted fears; and set
the stage for the tasks we must complete to ensure our nation’s prosperity as the next century
" begins. ' o :

&ONCLUSION
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The consequence of failure will be severe. A half-century march toward prospenty, jobs;
growth; and higher living standards nrnght be mterrupted The ability of the United States to
shape the 21st-century world shrunken or eliminated. And of course, the prospects of many of
your own businesses diminished. :

But if on the contrary we, at the beginning of this new century, redouble our efforts, the
rewards -- both moral and material -- will be enormous. A
}
The trends we see are good: a world more at peace and more Stable a country more
- prosperous than at any time in modern memory. :

The tasks at hand are clear -- to mtegrate a new set of nations into thls world, thus
cementing the peace and building prosperity for all; and to allow everyone to take advantage of
‘the new world of science, technology and medlcme opening around us.

And the reward of success will be extraordmary Here in the United States we will see
men and women working at higher.incomes. Business flourishing. New ‘products and services
makmg life safer and easier for ordinary people ‘ ‘

And beyond our borders, a world that reﬂects our most deeply held values. Where new
technologies help freedom of inquiry and expression blossom. Where hard work, creativity and
indi B D L ‘
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Testimony of Ambassador Charlene Barshefsky
U.S. Trade Representative
Senate Committee on Agriculture, Nutrition and Forestry
May 7,1998

Thank you, Mr. Chai_rrhan and Members of the Committee. I ahpreciate the opportunity to
join Secretary Glickman today and appear before you to discuss the Administration’s preparations
for renewed multilateral negotiations in agriculture which are set to begin in 1999, ‘

The Importance of Trade to U.S. Economic Proéperity
Let me begin by putting agriculthral trade in the context of the U S. economy.

We are well into the seventh year of economic expansion for the United States.
Unemployment is at its lowest level in nearly a quarter-century. The good news continues on
inflation, and consumer confidence is at its highest level since 1970. We have created over 15
million new jobs since 1992; which means that more Americans are working today than at any
time since the Govemment began recordmg labor statistics nearly 50 years ago.

In February the President submitted a balanced budget for 1999. For the ﬁrst time since
1969 the federal government will spend no more than it takes in, an achievement that was not
expected until 2002. We now are discussing budget surpluses for the first time in many of our

" memories.

And throughout this economic expansion, trade has played a crucial part. Its role, in fact,
is hard to overstate. Since 1992, exports have accounted for over one third of U.S. economic
growth. Over 12 million American jobs now depend on our exports, including one in. five
manufacturing jobs. One out of every six new jobs created in the last 5 years is because of
exports. And that in turn means higher living'standards, as jobs supported by exports pay an
average of 13 to 16 percent higher than the U.S: national average.

' Trade ahd Agriculture

And in no sector of our economy is the link between trade and today s prosperlty clearer
than in agriculture.

Agricultural exports help our entire economy: near-record farm exports of just over $57
billion in 1997 and a positive trade balance of $21 billion. Agricultural sales abroad account for
nearly 10 percent of total merchandise exports And during the last ﬁve years, U.S. agricultural

exports are up by one-third. |

Agricultural exports mean jobs apd prosperity for America, and reduced risk for American .
agriculture. Overall, one out of every three acres of America’s farms!is dedicated to exports.
Agricultural sales overseas support nearly one million jobs in the United States. And America’s



farmers and ranchers rely twice as heavily on foreign trade as the U.S. eeonomy as a whole, with
exports accounting for an estimated 30 percent of gross cash receipts. :

In the future, exports will be still more important to our country and its farmers and
ranchers. Americans comprise only 4% of the world’s population and we are near zero
population growth. But the world’s population is growing rapidly, and the power of emerging
middle classes made up of consumers with the ablhty to shift their consumptlon patterns have
become a critical factor driving markets. In India, for example, there will be 115 million new
members of the middle class by 2005. China, among the fastest growing economies in the world,
will have 196 million more members of the middle class by 2005. All these new middle class
consumers, and others around the world, represent a booming potential market for our products.

Results and Enforcerhent of Our Agreements

Today’s impressive agricultural export numbers reflect the efficiency and competitiveness
of U.S. agriculture. They also reflect years of bipartisan work to reduce trade barriers and gain
access to foreign markets. Let me discuss our trade policy work in two areas: first, the results
and enforcement of our major existing agreements; and second, the work ahead.

- We have negotiated 253 separate trade agreements. They include five landmark market-
opening accords -- the Information Technology Agreement, the Global Financial Services
Agreement, the Global Telecommunications Agreement, the North American Free Trade
Agreement (NAFTA) and the Uruguay Round Agreements '

The NAFTA and the Uruguay Round are of pamcular sxgmﬁcance for agriculture. We are
“now seeing the results come in, both in U.S. export ﬁgures and better ways to defend the rlghts of
our farmers and ranchers in trade disputes.

Under NAFTA, our agricultural exports are booming. Let me repeat that. Our exports to
our NAFTA partners are booming. In the current fiscal year, agricultural exports to Canada and
Mexico are forecast to grow by $1 billion to $12.7 billion. Sales to these two countries should
account for almost one quarter of all U.S. farm exports. In just the first:five months of FY 1998,
exports to Mexico are up 17 percent, and sales to Canada are up by 9 percent. And the increases A
are widespread, in exports of bulk, intermediate, and consumer- oriented products to each country.

NAFTA’s preferential tariffs for U.S. exports, particularly in Mexico, are especially
important given the Asian financial crisis. Exports to these countries have thus far offset to a
great extent the severe decline in Asian demand Of the top five U.S. export markets for
agriculture, only sales to Canada and Mexico are running ahead of year—earher levels.

The‘ Uruguay Round helped us discipline export subsidies, improve market access;
control domestic price supports; establish sanitary and phytosanitary (SPS) disciplines and create
a tighter, more enforceable dispute settlement mechanism. By the year 2000, the value of global
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agricultural export subsrdles will be about one-thlrd less than when the Uruguay Round

Agreements were signed.

|
i

We also have a series of bilateral achrevements that have expanded access for U.S.

agriculture. For exainple:

* We have opened up markets and overcome phytosanitary hurdles for a range of U S.

citrus or and other fruits in countries like Brazil, Chile, Mexico, Chma Korea, Japan and

- Thailand.

During the Uruguay Round, we negotrated new access to Japan for U.S. pork and rice
exports. Before these negotiations, Japan refused to purchase U.S. rice. Over the last
two years they have purchased approxnmately 430,000 tons of our rice. The United States

is now provuhng just over one-half of Japan’s rlce imports. ! -

In April 1997, Japan removed its import ban on 25 varieties of U.S. tomatoes, a move
which could open a $100-million market. We used our success m Japan to leverage
export approval of these same 25 tomato varieties in Taiwan.

In China, we have opened the market for U.S. live horses, appies from the states of
Washington, Oregon, and Idaho, cherriés, and , most recently, grapes

China has instituted a one year trial program to allow specrﬁc U S meat processmg plants

to export to China for retail sale. ¢
.

U.S. officials have established export protocols to sh1p live swine to Argentma and Peru
and to also export live cattle to Peru. ' ‘ ' R

Last year’s veterinary equivalence agreement with the EU addressed a range of sanitary

- issues blocking U.S. hve animal and ammal product exports to the EU.

In February, we negotlated a bilateral WTO accession agreement wrth Taiwan that was

~ very favorable to U.S. agricultural exports providing new access for U.S. poultry and
- pork and beef variety meats. Taiwan has also commrtted to begm the process of openmg

its rice market

Disgure Settlement, SPS Agreement Critical to U.S. Agriculture. Two of the most .

_ significant long-term achievements of the Uruguay Round are the dispute settlement system

established in the World Trade Organization and the Sanitary and Phytosanitary (SPS)
Agreement. These two agreements, along with renewed multilateral agricultural negotiations in
1999 and existing domestic trade legislation, form the basis of our attack on the remaining trade
barriers facing U.S. farmers and ranchers. ' ~
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Prior to the Uruguay Round, countries faced little cost within the international trading
system if they refused to honor their trade obligations. Today, when countries do not live up to
their commitments, we can pursue our rights in the WTO as well as utilize our domestic trade
remedies.

Mr. Chairman, the Committee is, of course, well aware of our domestic tools including
various provisions of the Trade Act of 1974, most commonly known as “Section 301" or “Special
301" to address unfair foreign government measures and intellectual property rights enforcement.

- The ability of the United States to use access to its market as leverage in attacking foreign
trade barriers has been enhanced under the WTO. The Dispute Settlement Understanding
specifically provides for "cross-retaliation," across sectors and across agreements, providing
greater leverage to enforce all the Uruguay Round agreements. This was not the case prior to the
Uruguay Round.

_ We have not been shy in using the WTO’s dispute settlement system. The United States

has filed 36 complaints with the WTO. Fourteen of them -- just over one-third -- involve
agricultural products. We bring good cases to the WTO and we have scored significant victories;
successfully reselvmg 18 of 19 U.S. complaints.

Of the agricultural cases we have brought, seven have been settled, all on terms favorable
to the United States. Let me review briefly each of these successes:
. | .
. "Korea has made 1mprovements to its reg1me for testing and mspectmg agricultural imports
that remove barriers to U.S. exporters; -

. Korea has also substantially revised its shelf-life standards for agncultural products that
acted as an un)ustlﬁed barrier to 1mports i

. The E EU signed a comprehensive agreement covering its import reglme for grains with the
United States;

. Hungary has agreed with the United States and several othér countries to bring its -
agricultural export subsidy regime into compliance with its WTO obligations.

. The Philippines has agreed to administer its TRQ’s for pork and poultry imports in a
manner that allows imports to occur and does not discriminate against U.S. exporters.
. ! . .
. We prevailed in'a major case against the EU’s import regime for bananas. This victory
provides important disciplines and limitations on licensing schemes that have restricted
trade. f



-

° Most recently in January, an appeals panel of the WTO reaffirmed the U.S. position that
the EU’s hormone ban, which denies full access to the EU market for high-quality U.S.
beef, violates the EU’s obligations under the SPS Agreement ‘The EU’s restrictions have
no basis in science. ~

The hormones case has been difficult. But the WTO appellate panel decision
demonstrates that the WTO dispute settlement system can handle difficult disputes over food
safety and health. Just last week WTO Director General Ruggiero appointed two arbitrators who
will determine the length of a reasonable amount of time in which the EU must come into
compliance with the WTO panel decision. Let me be clear that we expect the EU to comply with
the hormones decision as well as the WTO’s earlier ruling on the EU’s banana regime.

We will be vigilant on similar issues whenever they appear. As we negotiate trade
agreements that reduce tariffs, SPS barriers become more visible, relevant, and, to countries’
seeking to restrict access, attractive. We must guard against the i mcreasmg use of SPS barriers as
the “trade barrier of choice.”

Our ability to invoke an agreed set of international principles and rules on protecting plant,
animal, and human health -- which we did not have three years ago -- is a key tool in influencing

the decisions of many of our trading partners on these issues. Armed with this Agreement, the

Administration has made progress in removing unjustxﬁed trade barriers and opening the door to
increased agricultural and food exports.

But clearly more work is needed. This year’s review of the SPS Agreement is a chance to

_ address the overall compliance of WTO members as well as to address measures adopted by some

members that violate provisions of the Agreement. The SPS Agreement is an important,
effective, tool in our efforts to remove unjustified barriers to U.S. agricilltural exports. We will
continue to use WTO consultation and dispute settlement procedures, as well as our domestlc
laws, to remove these barriers.

Looking Ahead: Agricultural Negotiations in the WTO

Now let me look ahead. Because while American agriculture.is justly proud of its export
success, our work is not finished. Around the world, we still face high tariffs; trade restrictions
thinly disguised as health and safety restrictions; administrative schemes for tariff rate quotas that
mimic the tariffs they replace; and state trading enterprises that restrict 1rnp0rts and unfairly
compete with our exports in thlrd country markets

New Agr. iculture Negotiations in 1999. The Umted States realized even ‘before the negotiations
for the Uruguay Round concluded that more must be done to reform world agricultural trade.
And so we insisted that the Agreement on Agnculture provide for renewed multilateral talks in

* agriculture to begln in 1999.
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As we develép our objectives for the negotiations, which will require consultations with a

range of domestic interests, we can already identify a number of areas whjch need further
attention. Let me address briefly some of these key areas

Market access. The U.S. has on average among the world’s lowest tariffs on agricultural
products. Other countries such as Korea, Norway, Pakistan and India have much higher
tariffs. Thus, across-the-board tariff reductions will help U.S. producers. We must also
negotiate improved rules for tariff rate quotas and make sure counmes cannot fall back on
restrictive administrative procedures.

i
Export subsidies. We must build on the progress made thus far in reducing and eventually
eliminating export subsidies. One need only look at the amount 6f money budgeted for
exports subsidies in the EU -- just over $7 billion in 1997 -- to realize that the subsidy
threat to U.S. exports has not vanished. We need further disciplines on export sub51dles
This is vital if we are to ensure fairness for American farmers and ranchers.

Transparency and improved dfscig!ines on State Trading Entergrises: The United States
has much to gain from disciplining STEs. STEs can distort trade and they frequently

operate behind a veil of secrecy. They al;low some countries to undercut US exports into
third markets and restrict imports. We intend to build upon our ongoing efforts in the
WTO’s Working Group on STEs so that we will be ready to move aggresswely in this
area when negotiations begin.

Biotechnology. The United States leads in developing genetically modif’ied organisms
(GMOQ’s) that hold tremendous promise for global consumers and producers. The world’s
population grows about 2 percent annually; and thus it has 80 million more mouths to feed

~ each year. That requires more production from every acre, and biotechnology helps our

farmers and ranchers provide it. But other countries threaten to adopt policies regarding
importation and planting of GMO’s and the labeling of products containing GMO’s that
are not based on scientifically-justified principles. As the world’s largest and most
efficient agricultural producer, our farmers and ranchers must be able to use the
technology which will allow them to be more productive.

In Geneva, we are using the WTO’s Committee on Agriculture a s the vehicle for moving

toward consensus on an agenda of issues for the 1999 negotiations.

Here in Washington, we are beginning to gather the views of agriculture producer and

commodity groups, private sector companies, academics, Congress and others to identify the
goals, objectives, and negotiating positions for U.S. agriculture. We have begun a series of
meetings to draw on the accumulated knowledge of government and university researchers. We
will then reach out to individuals and groups in the private sector to gam the benefits of their
experience.



The advice and counsel of non-governmental groups will be critieal for identifying ‘
~objectives for the negotiations. The Administration benefits from the advice received from the
statutorily mandated private sector advisory committees that were established pursuant by the
Trade Act of 1974. We expect; in addition, to undertake a full range of consultatrons including a
solicitation of public comment.

I would like to note at this point, Mr. Chairman, that our agenda for 1999 will benefit all
Americans. We intend that the global agricultural negotiations will add to a long string of
multilateral agreements that have resulted in a progressively more liberal world trading
environment for goods, services, and investment. “That is a world in which consumers have more
choice,’and therefore more freedom. In which human, financial, and natural resources are used
more efficiently and productively. with gains to all rather than a select féw. And in which society
prospers while hunger diminishes. .

U.S. Agriculture Must Stay Involved in World Trade
Mr. Chairman, let me say in conclusion that the price of inaction would be very high.

Our major competitors -- the EU, Canada, Australia, Brazil and Argentina -- are .
developing foreign markets, often through preferential trade agreements that go around us, rather
than include us. And thus we risk being placed on the sidelines of global farm trade as our
competitors write the rules without us and secure markets at our expenée.

Nowhere does the rush to expand trade agreements affect U.S. agriculture more than in
Latin America. The danger of inaction in Latin America, and other regions where free trade
‘agreements are being signed, is lost opportunity, for U.S. agriculture. We risk losing out to others
in our own neighborhood -- and not because they are more efficient producers but because they
are party to trade agreements that put the United States at a commercial disadvantage. That is
why the upcoming negotiations for a Free Trade Area of the Americas are so important. ‘We will
begin talks on agriculture this summer with the goal of improving access for U.S. producers and
building momentum for the 1999 global agrlcultural negotiations.

The problems we face today in agricultural trade are clear: high tariffs, phony science, and
preferential treatment enjoyed by other countries. These things reduce farm income. And the
solution is to be very, very aggressive in using all of the tools at our disposal to crack open what
is clearly a world of opportunity. And the result will be more prosperous farms, higher standards
of living in rural counties, and a stronger American economy generally

As the President said in his State of the Union Address:

i

“As we enter the 21st century, the global economy requires us to seek opportunity not
just at home, but in all the markets of the world. We must shape thls global economy, not
shrmk from if.” s



. As the President has consxstently stated, fast track is an important trade policy tool and the
Administration is committed to securing fast track authority. We intend to continue to work with
the Congress on a bi-partisan basis to build the necessary consensus to assure passage. At the
same time, we are going to move ahead with a ccmprehenswe, entrepreneunal trade agenda that

seeks new opportunities for U.S. exporters around the world. i

1 look forward to working with you, Mr.' Chairman, members of the Committee, and-with
the agriculture community, to get the job done.
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Washington College of Law Commencement Address -

May 24, 1998

Good morning. Thank you, Dean Grossman; President Ladnér Provost Kerwin; and
Trustees. And congratulations to the graduates of the Washington Col’lege of Law, to your
teachers, and to your parents.

THE WORLD TODAY

‘ Let me begin by saying that each of you has -- in addition to the talent, perseverance and
wit any law school graduate must have -- a temarkable opportunity. , You live in a world whose
economy is generally open; in which science and technology are more advanced than at any time
in history; which is, on the whole, peaceful and free.

. And much of this bright prospect rests on open trade. As Premdent Franklin D. Roosevelt

- said in one of his wartime Fireside Chats over the radio: .
“A basic essential to peace, permanent peace, is a decent standard of living for all
individual men and women and children in all nations. Freedom from fear is eternally
linked with freedom from want. [And] it has been shown time and time again that if the

standard of living in any country goes up, so does its purchasing power -- and that sucha

rise encourages a better standard of living in neighboring countries with whom it trades.”

Every year we see his vision justified again in practice. Since 1960, an opening,
liberalizing economy has helped world exports grow from $60 billion to $6.5 trillion in constant
dollars. That has helped quadruple world economic production and more than double real per
capita incomes, from under $3100 to over $6300 last year.

In practical terms, this means better lives. It means more consumer goods of course. But
trade also transmits new medicines around the world. More open trade in agricultural products
means better nutrition and a more reliable food supply. Trade in information technologies -- faxes,
e-mail, the Internet -- opens freedom of exf:ression scientiﬁc inquiry and political debate.

As a consequence, people have better lives. In 1955, the world average life expectancy at
birth was 48 years; now it is 65. Where the infant mortality rate was 148 per thousand, today it is
59. And closed, repressive societies from Latin America to Europe to Southeast Asia and Africa
have turned to democracy

B 4
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THE WORLD YESTERDAY ! * .
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If we are wise, we can expect these trends not only to contmue but accelerate. We can
see the further progress of science. Wider opportunmes for education.. Continued economic
- growth. And con: sequently an even better future B
But this is not inevitable. In fact we' 1could easily see somethmg very different. Because .j
open trade -- and beyond that, high living standards the quality of life, and peace among nations -
- do not arise by themselves. They are the consequences of policy and- law. And wé can throw
them away as easily as we can encourage them. To prove the point, let me offer ‘you a quote
about an earlier era of peace and prospenty created by open trade, rearranged only very shghtly

“The inhabitant of London ceuld order by telephone the vanous products of the whole
earth, and reasonably expect their early delivery upon his doorstep, adventure his wealth in
the natural resources and new enterprises of any quarter of the world; couple the security
of his fortunes with the good faith of the townspeople of any. substantral municipality in
any continent; [or] secure forthwith cheap and comfortable means of transit to any country
or climate... But most important of all, he regarded this state. of affairs as normal, certain

. and permanent, except in the direction of. improvement, and any deviation from it as
scandalous, aberrant and avoidable... What an extraordmary episode in the progress of
man was that which came to anend i m August 19147 )

- “That was John Maynard Keynes, reﬂ‘ecting in the autumn of 1919 on the First World War;
and the new world he saw emerging from it.' Russia and later China émbarked on the road to
famine, gulags, political purges and finally nuclear confrontation with the West. Italy, Germany
and Japan established cults of race and war. ,And the rest of the world engaged in tariff wars that
cut trade by two thirds, deepened the Depressron and left millions of people unemployed and
miserable. : I 1 )

Such things are not simply history. They are warnings to us today, when our country
stands at the peak of our power; and when the world, not without Justrﬁcanon looks ahead toa
sunlxt age of peace prosperity and scientific |advance i

[t
,‘\

We remain as free to shut our borders and impoverish ourselves as we are to open trade ‘
and grow. Many, fearing free competition, urge us to do precisely that

We are as free to pollute the seas and the atmosphere as to protect them. And some tell
us it is impossiblé to prosper while addressmg climate change or preteetmg endangered species.

And _]llSt last week, Indta $ nuclear tests reminded us that peace in the world is not a
natural condition but the result of human reason and foresight; that the power. of science to cast
light upon the workings of the universe is also the power to destroy civilization.
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THE RULE OF LAW o
%
The fundamental task of Iawyers and the law is to replace the'rule of force with the rule of
law. A second, miuch older, quotation from the Roman historian ley states the problem clearly:

“The defense of liberties is a dlfﬁcult thing: pretending to want fan‘ shares for all, every
man raises himself by depressing his nelghbor our anxiety to'avoid oppression leads us to
practice it ourselves; the injustice we, repel we visit in turn upon others, as if there were

. no other choice except either to do 1t‘, or to suffer it.”

That is, within the natural desire for freedom -- for security -- for prosperity - lie
‘dangerous temptations. And without the rulg: of law to prevent them,’ some will act on these
temptations -- if only because they fear someone else will do it first. ...

: |
THE TRADE SYSTEM
" | L :
And so, over time, the United States thas led an effort to create international laws and
institutions which, backed by a strong national security policy, promote the rule of law;
~ transparency; and peaceful settlement of dlsputes

! ) L :
We have helped win acceptance of mtematlonal standards of human rights -- and the

Washington Collége of Law, including today’s graduate Gillian Brady and the publication Human
Rights Notes - has advanced the efforts. We created bans on chemical and biological weapons,
and limits en the testing and possession of nuclear weapons. We have ‘set benchmarks for the
protection of the environment and for core labor standards.

And we have helped realize Roosevelt’s vision of universal open trade as a contributor to -
peace. ‘His successors began the work with the Bretton Woods Conference in 1944. And this led
to creation of the network of international institutions familiar to us today -- the IMF and World
Bank, the International Labor Organization, and in 1948, the estabhshment of the General
- Agreement on Trade and Tariffs, or GATT ;

" At its inception the GATT was an agrecment among 23 countnes to cut tariffs back from
the levels of the 1930s, and more broadly speakmg, to base trade on freer markets, transparency
and the rule of law. Today the GATT’s successor, the World Trade Organization, has 132
members and includes about 4.2 billion of the world’s 5.8 billion people Its rules cover

“everything from tariffs to agricultural mspectlon standards, govermnent procurement and
intellectual property rights. i : : L

And its results are precisely those Roosevelt predicted. The trade system has created jobs.
. Raised living standards here and everywhere around the world. Encouraged peaceful settlement

of economic disputes. And moved us toward a world based more on law transparency, and free
markets than on force and compulsion. = 5 ' :



THE WORK AHEAD
This is the foundanon 1t has served us well. But the job is only partly done. And it will
be up to you, as the next generation of lawyers, to complete the work.

- I have just returned from a conference in Geneva to mark the 50th anniversary of the
GATT -- and it was extraordinary to see how wide the consensus on these things has become.
. Leaders from all over the world -- from President Clinton to President Mandela of South Africa,
and from Britain’s Prime Minister Blair to Brazil’s President Cardoso -- spoke to the vast benefits
of trade for their nations and people. o
And as we look to the future, we also see an emerging consensus on the great tasks we
must face in the years ahead. : : ,

First, the rules of trade can be more comprehenswe can cover more areas, and can thus
do more to make nations ‘prosperous and give families higher living standards

Second, some of the world’s largest and most powcrﬁxl countn'es, representing the other
1.6 billion people in the world, are not yet members of the rules-based trading system. ‘

Third, as revolutionary changes in technology transform the international economy, trade
must adapt to the new realities. ~

Foui*th the trading system must do more to address concerns about the quality of life -- i
, particular, it must ensure open trade goes together with decent workmg conditions everywhere in
the world, and with a clean world environment. o
Finally and more generally, the system must have a stronger foundation, which can only
come from greater openness and accountability.

And let me address each of these in tumn.
- AMORE COMPREHENSIVE SYSTEM: KEY TO PROSPERITY
First, a more comprehensive system will do more to help us i)rosper.

Trade already makes an extraordinary conmbutxon to our JObS llvmg standards and
growth in our country. ‘ .

Twelve million Americans work at jobs that depeﬁd on exports That is one in evéry
twelve workers. Even more remarkable, one in five new Amencan _]ObS depends on exports, and
these jobs pay 13-16% above average. : :

&



Trade gives consumers -- especially people at lower i mcomes -2 hlgher standard of living
- by keeping inflation down and ensuring reasonable pnees for food, clothing and consumer geods

One third of all our economic growthm the last five years has come from trade. And in
the future, we know that Americans are only 4% of the world’s population; and our country will °
not prosper or continue to create 20% of the world’s wealth if we are:unable to sell to the 96% of
humanity that lives beyond our borders.

So we must work hard, and aggresswely, to make the world n more open to our goods.

- Agriculture and services, where Americans are the world leaders, are areas where trade barriers
remain very high. And generally speaking, the world’s barriers are mgher than ours. Itis only fair
to expect others to give us the same access we offer to them.

UNIVERSAL ACCEPTANCE: A STRONGER PEACE

Second, we must complete Roosevelt’s vision of a universal system of open trade as a
contributor to peace. : :

This means the integration of our fortner Cold War adversaries, Russia and China into the
World Trade Organization. For decades these countries operated a system antithetical to WTO
principles. They allowed virtually no private business other than a few foreign factories and
small-scale private farms. They had no independent judicial system, and consequently their
governments operated by arbitrary command rather than transparent laws. Their economies were
almost entirely separate from those of the capitalist world; their political beliefs were hostile to it; -
and they thus had little stake in peace and stability beyond their borders.

This systern has now conclusively failed. As late as the 1950s, Nikita Khrushchev could
threaten to bury the U.S. because of the superiority of the Soviet economy. And the Soviet model
continued to win adherents in developing countries until the mid-1980s. But history’s judgment is
now clear. When judged by productivity and living standards; scientific and technological
progress; or the basic values of freedom and the rule of law, free markets are superior.

And so, in their own ways, Russia and China - along with Vietnam, Ukraine, Kazakhstan
and many other nations -- broke with this legacy. They are trying to create markets. Enter world
trade. And in the largest sense, replace the rule of man with the rule of law.

Their task is enormously difficult. A former Central European dissident has compared it
to “taking fish soup and making it into an aquarium.” And their success in the effort -- for the
living standards of Russians, Chinese, Vietnamese, Laotians and Eastern Europeans, and for the
immense contribution to peace that prosperity and the rule of law in these nations will make -- is
among the most important tasks the world faces today. It is, I believe, no less important than the
reintegration, through the GATT and the other Bretton Woods agreements of Japan and
Germany after the Second World War. -»

s
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And accession to the WTO, under;commercially meaningful terms, will bring them a long
way toward the goal. The negotiations we conduct on this question are vastly complex, involving
everything from thousands of individual tariffs to copyright law enforcement and scientific food
inspection standards. But the results, as years go by, will be profound: free markets; openness to
the world; transparency; peaceful settlement of dispute; the rule of law. And that in turn will
mean greater prosperity, and a more secure peace in the next century.

THE 21ST-CENTURY ECONOMY"

Third, we must adapt and update the tradmg system to the technologlcal world of the 21st
century. .

In every ficld of human activity, scierfce is moving ahead with astonishing speed. The
" Internet, for example, had fifty Web pages when President Clinton took office; it now adds 65,000
every day. Health care is advancing through telemedlcme new pharmaceuticals and advanced
medical equipment. Agriculture is raising productivity, protecting the environment, and helping-
to guarantee the world’s food supply through:biotechnology. And satellites and microchips are
bringing us everything from easier communications easier to safer family vacations.

The right trade policy will further encourage the development of these technologies, and
ease their transmission from the laboratory to the market. Last year we led in the creation of
worldwide agreements on open trade in information technologies and telecommunications. Last
week we won a standstill on tariffs for Internet commerce. We are working toward international
acceptance of patent protection for genetically designed plant varieties which can make farms
more productive and help ensure a reliable supply of food for the world, and copyright
enforcement that gives artists the incentive to create and to publish.

These are simply the beginning. It will be up to you to complete the job. And as you do,
we will see the world more prosperous. Americans rewarded for our technological leadership.
Health and nutrition will progress even further. And perhaps most important, our values of open
debate, freedom of expression and civil society advance -- as we already see the Internet
becoming a forum for discussion of politics, sports, science and every other subject you can
imagine.

BROADER COVERAGE: LABOR AND THE ENVIRONMENT

Fourth, we must ensure that trade and: social values - for example, environmental
protection and the observance of core labor standards -- continue to advance together.

In the United States, the three decades since the first Earth Day in 1970 have seen GDP |
rise in real terms from $3.8 to $8.1 trillion -- while our percentage of fishable and swimmable
rivers and streams doubled, the number of citizens living in cities with unhealthy air fell by half,
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and many endangered or threatened species, including the bald eagle,' recovered.

(These things are the result of laws passed in the 1970s. The Clean Water Act, the Clean
Air Act and the Endangered Species Act deter pollution and destruction of habitat. And they help
us find new technologies that eliminate lead in auto engines, scrub sulfur from fumes that come
from burning coal, and sift out sea turtles from hauls of shrimp for the market. And as we look
ahead, we already see the same oppoﬁumtles abroad.

We can eliminate tariffs and other barriers to trade in environmental goods and services --
coal scrubbers, efficient energy technologies, waste-water treatment plants, pollution monitoring
equipment -- and thus ease the task of governments in providing their people clean air, clean
water, and improved public health. We can eliminate trade barriers in efficient energy
technologies, allowing nations to produce more power with less emission of greenhouse gases.
We can adopt rules that reduce or eliminate subsidies, such as those: for fisheries, and thus move
toward sustainable management of natural resources. We can look ahead to prevent conflicts
from arising between trade agreements and environmental values -- and the Washington College
of Law, with the ]:nvuonmental Law Society’s publication “Eco-Notes ” and Julie Carter’s work
to set up the most recent Intematlonal Wildlife and the Law conference 1s already doing so.

Likewise, in laber policy, the trade system faces a challenge ih assuring workers that they
will benefit as well as companies. As part of this effort, the trade system must work more
effectively with the International Labor Organization, with businesses and with-citizen activists to
ensure observance of core labor standards -- banning forced labor and exploitive child labor,
guaranteeing the freedom to associate and bargain collectively and eliminating discrimination in
the workplace. These are fundamental human rights and common concerns, a.nd trade has a place
in addressmg thern. ~ '

A

GREATER LEGITIMACY: THE ROLE OF TﬁE CITIZEN

Finally, and perhaps most important,iwe must make the institptidns of trade more
responsive to the concerns of citizens.

That mearis, for one thing, ensuring through education and job training that the benefits of
trade and technological advance come equally to all countries, and all our citizens at home. It
means a broader effort to improve public understandmg of the benefits of trade -- not only from
government, but from business and academia; as Dan Comnette, for example, has done by
involving more Washingtonians in international law. And it means reforming the institutions of
trade to make them more open, accessible and accountable to t}le public.

~ Our government has succeeded for two hundred years because it is open and accountable.
And if international institutions are to succeed, people must see them as open and accountable.
“That is true in any field. But reform is especially urgent, I believe, in trade -- because trade
touches our lives so deeply and directly. - We have international rules for trade in the clothes we
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wear, the food we eat for breakfast, the cars:we drive to work, the cdmputers we turn on at the
office, the microchips which run them, and the banks in which we deposit our paychecks.

If people are to have faith in these rules, we must be able to see them in operation and
contribute to their development. And today that is not entirely the case. For example, the World
Trade Organization does not let people sit in to watch arguments before dispute settlement
panels. That is wrong in itself, and is a natural breeding ground for ramors and misinformation.

And so we are beginning a movement for reform, which you will complete.” It extends
from opening these panels to the public -- and President Clinton was the very first world leader to
offer to open up all the disputes in which we participate -- to giving civil socwty its proper role as.
we look to the rules for trade in the next century.

" Here let me note one very hopeful precedent. Last month in Santiago, the democratic
nations of the Western Hemisphere agreed not only to open talks toward a Free Trade Area of the
Americas, but to create a Civil Society Committee to give business associations, labor unions,
environmental groups, student associations, consumer representatives and others a voice in its
creation. The negotiations can thus take advantage of work like that done by Adriana Moreno as
the organizer of the alumni conference on hemispheric integration; and of Dean Grossman and so
many Washington College of Law students on the report to the Inter-American Human Rights
Commission on the status of women in the hemisphere.

CONCLUSION '
Our task today, then, is clear,’ Premdent Roosevelt laid out 2 a'vision in the darkest moment'
of human history: of an open world, prosperous and governed by the rule of law. That vision
remains valid today, when the world is more prosperous, healthy and hopeful than ever before.

And it will be up to your genenation, whether you move on ﬁﬁom the Washington College
of Law to an academic career, public interest law; business or -- as I hope many of you will
choose - public service, to complete the work which has begun so well.

Universal acceptance of open markefs, the rule of law, and .péaceful settlement of disputes.

Incentives and rewards for the development of new medlcmes more productive farms and
new forms of art.

~ Arising quality of life as factories are safer, children are in school rather than at work, the.
air and water are clean and our natural hentage ﬂounshes ‘

A system of international laws and mstltutlons that are open transparent and accountable
to the public.



And és a result, a world of freedom from want; and freedom from fear.

Once again, my sincere congratulations to the Washington College of Law; to your
families, and to you, the graduates, on this special day. L

Thank you all very much.



Statement on Status of U.S.-Vietnam Bilateral Trade Agreement
Office of the United States Trade Representatlve
House Ways and Means Subcommittee on Trade

June 18, 1998

Obtaining the fullest possible accounting for POW/MIAs remains the Administration’s
top policy priority with respect to Vietnam, and all other policy decisions are considered
with this in mind, including issues pertaining to economic normalization and trade
relations. In fact, it was in the context of progress on POW/MIA accounting that
President Clinton lifted our trade embargo in February 1994. Until that time, the United
States had no trade relations with Vietnam. In July 1995, again in light of continued
cooperation in accounting for POW/MIAs, the President normalized diplomatic relations.
with Vietnam, and directed that the process of economic normalxzatlon with Vietnam
begm in accordance with relevant U.S. laws

‘With the lifting of the trade embargo in 1994 trade was aliowed to l'!ow between the ,
United States and Vietnam, but not on normal terms. Vietnamése exports to the United
States still face high tariffs in the range ofi40%-80%. These high tariffs, known as
“Column 2" rates, apply to the few countries that do not receive MFN treatment.
Vietnam is one of only a small number of countries that are not currently eligible for
normal trading status. ,

-Extending such most-favored nation tradmg status to Vietnam is govemed by Title IV of
the Trade Act of 1974. Title IV establishes two precond|t|ons for extending MFN
tradmg status to Vietnam:

. First, Vietnam must meet certain freedom of emigration requirements set out in
the Jackson-Vanik amendment to the Trade Act. The President may waive
‘these requirements annually upon a finding that issuing such a waiver would -
promote the freedom of emigration goals of the statute. The State Department
has already addressed the grantmg of this waiver in March 1998 and its
extensxon this month. : o oo .

» . The second precondition on extending MFN status to Vletnam is the conclus:on
of a bilateral trade agreement addressing, at a minimum, the issues of
safeguards, intellectual property rights, the settlement of commercial differences
and disputes, and trade promotion. A bilateral trade agreement with Vietnam
may not enter into force until after Congress passes a joint resolution of its

“approval. . ‘ !

If these two criteria are met, 'MFN treatment can be extended to Vietnam. However,
under Title IV, the continued extension of MFN trading status to Vietnam is subject to
‘an important caveat: if the President determines that Vietnam is not cooperating with
our efforts to achieve a full accounting of military personnel lost during the Vietnam



- War, he may revoke its MFN trading status.

From the beginning, the Administration’s policy has been to conelude a’solid,
commercial agreement with Vietnam that fulfills three broad objectives:

. The agreement should be equitable and mutually beneficial. This means that in
return for extending Vietnam our low column 1" tariff rates, we expect equitable
market access in Vietnam. :

. The agreement should be on the basis of international norms and standards,
primarily WTO standards, since the,fse standards are the basis of our trade
~ relations with practically every other country. In reality, because Vietnam is not
yet a WTO member, the agreement'will need to demonstrate that Vietnam is
mcvmg in a concrete and specific way toward WTO norms

. The agreement should facilitate trade and investment. ln other words, it should
address to a reasonable degree the concerns expressed by U.S. firms interested
in domg business in Vietnam.

An agreement that meets these three criteria would benefit both the United States and
Vietnam by establishing. trade relations on the firmest possible footing. It would create
business opportunities for exporters on both sides -- by giving Vietnam access to the
large U.S. market, and ensuring equitable access for the United States to Vietnam’s
growing market of over 70 million people. Such an agreement would also serve as a
concrete indication of Vietnam’s commitment to integrating into the world economy on
terms accepted by nearly all other countries, and would thereby advance economic
reform and liberalization in Vietnam. In contrast, over the long term, the lack of an
agreement can be expected to result in the loss of opportunities for Americans in
Vietnam’s market, smce virtually every other country already has normal trade relations
with Vietnam. r L

Negotiations on this comprehensive agreement are underway and making progress. In
early 1997, after spending most of 1996 discussing and analyzing Vietnam's trade and
investment regime, the United States completed a detailed proposed text for the
agreement. In April 1997, we successfuily concluded negotiation of a bilateral
~ copyright agreemeirt that will give U.S. copyrighted works legal protection in Vietnam

for the first time. In October 1997, Vietnam presented a first partial response to our
- proposed text of the trade agreement. This was followed in April 1998 by a detailed
comprehensive Vietnamese response, that included all four substantive issues
proposed by the United States: market access for goods, mte!lectual property rights,
market access for services, and investment.

In light of the comprehensive Vietnamese response a round of negotiations was held
in Washington in late May. Those negotratrons served to highlight the areas where the
gap between the two sides has narrowed, as well as areas where our views continue to
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diverge. We ekpect talks to continue acﬁvely in the coming months.

It is difficult to predict when this agreemeﬁt will be completed because there are still
many substantive issues left to be resolved. The Administration is firmly committed to
concluding this agreement, and to normalizing trade relations with Vietnam, but we
‘have made it clear that the agreement must meet the substantive criteria outlined
above for it to be in the commercial interests of the United States. We will continue to
keep this Committee apprised of progress'in the negotiations, and look forward to
working with you to ensure the approval of the agreement after it is completed.



