
'. 

Testimony of Ambassador Charlene Barshefsky 
U.S. Trade Representative ' 

Renewal of Normal Trade Relations with China 

Senate Committee on Finance 


July 9,1998 

I 

Than!$: you, NIT. Chainnan, for calling thi:s hearing and inviting the Administration's 

comments on nonnal trade relations with China., 


I 

ENGAGEMEN;T WITH CHINA 

Nonnal trade relations are the standard t~ff rates, now averaging less than 4%, which we 
a<.:cord virtually all oiur trade partners. As the Finance Committee has noted, the tenn now used 
to describe nonnal trade relations -- Most Favored Nation status -- is a misnomer, since virtually 
all our trade partners now enjoy it. 

Under the Jackson-Vanik Amendment, however, certain economies including China are 

ineligible for these rates unless the President grants an,annual waiver. OnJune 3rd, 1998, 

President Clinton sent to Congress this waiver, extending nonnal trade relations to China for a 

year. ' \ 


This decision reflects the President's broad strategy of engagement with China on the full 
. range of issues our China policy must address. As the world's most populous country, and for the 
past decade its fastest-growing major economy, ,China will playa crucial n;>le in the major 
international issues our country will face in the decades to come. In his address at the National ' . 
Geographic Society I.ast month; and during his ~tate Visit to China, the President noted that these 
issues range from maintaining the peace in Korea; a united international approach to the nuclear 

I 

tests in South Asia; controls on proliferation of nuclear, chemical and biological weapons and 
ballistic missiles; intt::rnational crime and drug trafficking; pollution and climate change; human 

. rights and religious freedom; a solution to the Asian [mandaI crisis; and a more open trade 
relationship between our countries. ' 

The United States' interest in these issues is best served by a secure, stable and open. 

China. And the President believes, as have all Presidents since the 1970s, "that we can best 

guarantee the evolution of a secure, stable and open China through comprehensive engagement. 

Engagement does not mean endorsement of Chinese policies. It is, instead, the best way to 

further our interests across this broad range of issues. 
, 

NORMAL TRADE RELATIONS 
I 

Nonnal trade relations are a funOfunen~1 part of engagement. Every President since the 
initial grant of nonn~tl trade relations in 1980 has renewed nonnal trade relations each year. And , : 

, ! 



the Clinton Administration is committed to working with Congress to make sure they are 
extended once again tuis year. . 

The renewal of nOImal trade relations is in our economic interest, smce trade with China 
supports jobs and fapn income in America. Wh* significant trade barriers continue to hamper 
our exports to China, since we opened nonnal trade relations, our exports of goods to China have 
grown from an insignificant level to $12.8 billiOIL China has become our sIxth largest agricultural 
market. And together, exports to China and Hong Kong now support overAOO,OOO American 
jobs. 

Nonnal trade relations, by helping to integrate China into the Pacific trading world, are 
also in our broader strategic interest. One exam~le is China's response to tlle Asian fmancial 
crisis. Trade with the United States has helped to spur investment in China from Hong Kong, 
Taiwanese and Southt:ast Asian companies. This has given China a stake hI economic. stability 
throughout the regiori. Thus;China, for reasons lof its own national intere~t, contributed to the 
IMF recovery packagc~s for Thailand and Indonesia; and still more important, has resisted pressure 
to devalue its currency. President Jiang Zemin repeated China's commitment not to devalue 
during his summit meeting with President Clinto!?-. 

. And nonnal tr::tde relations serve American values as well as interests. By enabling uS to 
trade with China, nonnal trade relations promotes human contacts, exchange of ideas, and the rule 
of law. Computers, fax machines, television satellites, cell phones, books, 1fI1usic and movies are 
more than goods and services crossing oceans and borders -- they are the exchange of ideas. 
Tbey already allow Chinese university students to debate US-China relations and economic 
refonn on liniversity bulletin boards, contributing to grass-roots inquiry and debate~ And trade 

I· 

agreements themselves are expressions of broader international values which we seek to promote 
worldwide: transparerLcy, peaceful settlement of disputes and limits on the arbitrary power of the 
state. 

EFFECTS OF REVOKING NORMAL TRADE RELATIONS: TRADE 

By contrast, fa.iling to renew nonnal trade relations would severely damage American 
interests and lessen our ability to promote basic values. ' 

. ! 
With respect til jobs and growth in America, the effects of ending nonnal trade relations 

would be severe. It would; in fact, amount to thb severing of our trade re13tionship and our 
strategic political relationship. Technically, revofing MFN would raise tariffs on Chinese 
products from less than 4% today to a trade-weighted average of 44%. This would make 
American consumers :pay approximately $590 million more each year for goods such as shoes, 
c1!lthing and small appliances. Manufacturers would see the cost of goods made with Chinese 
components rise sharply, reducing the competitiveness of our goods in domestic and international 
markets. 
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China would likely retaliate against US exports by increasing tariffs and other measures, 
endangering direct U.S. goods exports valued at $12.8 billion last year, and services exports 
valued at $3 billion in 1996 (the last year for which we have figures). This would threaten the 
jobs of manufacturing workers, the income of farmers, the employment ofyoung workers in 
retailing, software engineers and workers in every other walk of life. Thei,r jobs and th~ export 
opportunities of their employers would go to Japan, Europe and other cOl1)petitors. 

Ending normal trade relations would als6 derail our bilateral and ~ultilateral negotiations. 
China could, for example, reduce or end its ·efforts to enforce our intellectUal property 
agreements, reversing our successful effort to build an infrastructure of laws and law enforcement 
in this crucial field. Negotiation on WTO acceskion would stop, creating Uncertainty about the 
future evolution ofCJhina's markets. And much: of the human contact betWeen Americans and 
Chinese would end, limiting the exchange of ide~s and values across the Pacific. 

i 

EFFECTS OF REVOKING NORMAL TRADE RELATIONS: BROADER ISSUES 

The effects of ending normal trade relati6ns with China would, however, go well beyond 
trade. Let me mention three areas of strategic concern to the United States. 

First, ending ilOrmal trade relations woul(i likely endanger cooperation with China in areas 
outside trade. It would call into question our recently developed good working relationship 
against drugs and· international crime. It would make progress on human rights, as symbolized by 
the recent release of several well-known Chinese dissidents, very difficult or even impossible. 
And it could threaten cooperation in national seyurity questions such as the four-party talks on 
Korea and missile sales in the Middle East. 

Second, ending normal trade relations w~)Uld badly damage Hong Kong. Hong Kong's 
economy is based on trade and services. As much as three quarters of US-China trade goes 
through its port. Hong Kong authorities estimate that ending nonru;d trade relations would slash 
its tr.:I.de volume by up to $34 billion: and incomyby $4.5 billion. 

I 

This would cause immediate suffering and long-term uncertainty among Hong Kong 
people about the territory's economic future, and lessen international business confidence in Hong 
Kong as a trade and financial center. And it would come at the worst possible time -- when Hong 
Kong's growth has slowed and its unemploymeJ.'!.t rate is at a fifteen-year high, and just after it 
conducted its fITSt election as the Hong Kong Special Administrative Region, with the highest· 
voter turnout ever in :illy Hong Kong election. That is why all leading Hong Kong figures, 
including Chief Executive C.R. Tung, Civil Se~ice Chief Secretary Anson Chan, and Democratic 
Party leader Martin Lee, support normal trade relations. 

I . 

Third, ending normal trade relations would deal a severe blow to our larger efforts to 
solve the Asian flnaneial crisis. This crisis already affects our own economy, as we can see 
through a drop in exports to the Asian region and. layoffs at companies which export to Asia. The 
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stability ofthe Chinese economy during this difficult period, and the efforts of both the central 
Chinese government and the government of HOt;lg Kong to avoid devaluing their currencies, have 
helped prevent furthe:r deterioration. A disruptil;m of the magnitude of revoking normal trade 
relations would introduce new financial and economic instability to Asia, with unpredictable but· 
likely very negative effects in the region anq on the American economy. i 

. I., 

Altogether, then, the vote on trade with ~hina is not on whether to: endorse Chinese . 
policies, but on whether to protect fundamental U.S. interests. The Administration thus strongly 
supports renewal ofnormal trade relations. 

US-CHINA TRADE RELATIONS 

As we look tei the future, nonnaltrade rJlations allows us to conduct a strategic trade 
policy aimed at ensuring that Americans can achieve the full potential benefits of trade with China. 

I ! 

These benefiti; are substantial. China's economy is already among the largest in the world, 
and such leading Amt:!rican industries as telecOlrimunications, aviation, the iservices trades and 
professions, high-tech manufacturing and agriculture would benefit from better access to China. 

At present, however,. our exports are limited. The $75.4 billion in'bilateral US-China 
trade last year represents $62.6 billion in goods imports from China and $12.8 billion in goods 
exports from the United States to China. Service export figures are not yet available for 1997, 
but are quite small; ill 1996 we exported $3.1 billion in services to China while importing $2.0 
billion, resulting in a small surplus .. The total trape deficit - nearly $50 biliion in 1997 and on a 
trajectory for $60 billion by the end of 1998 -- has many causes, most important among them 
shifts ofproduction among the Asian economies, and the strength of the U.s. economy. But trade 
barriers are also a factor.' . 

China restricts, imports through means inCluding high tariffs and taxes, non-tariff'measures, 
limitations on which ~mterprises can import, and :other barriers. The result is a pervasive and 
multilayered web of trade barriers in China. And we use all the tools at our disposal -- our own 
trade laws, bilateral talks, regional and multilate~al negotiations -- to eliminate them. . 

TRADE BARRIERS IN CHINA 
, '. ( 

Due to limitations of space and time, I will cite only some of the major types ofobstacles 
we encounter in Chinil. They fall into two main areas. . . 

The first are btoad structuralilnpedimencl;. These include transpar~~cy, where while we 
have seen improvements, publication of laws and regulations is still incomplete, and sometimes 

. offset by opaque custl"ms procedures, administrative guidance and other procedures. Another is 
trading rights, where China restricts the right of mdividuals and companies to import and export. 
State-owned enterprises produce about 40% of China's industrial output, raising the question of 
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subsidies and conflicts of interest for government bodies which both own·and regulate enterprises. 
And government procurement presents a large set of issues, beginning with the fact that China has 

. no laws or regulations on the subject.· . 

The second area is that of more formal aild familiar trade barriers. Tariffs, though reduced 
from an average of 42.1 % in 1992 to 17% today~ remain high. Non-tariff ~easures include non­
transparent and WTO-inconsistent import licensing, quotas and other barriers. China's.market for 
services remains largdy closed. Agricultural tari'ffs remain very high, and in cases like meat can 
be prohibitive. China's phytosanitary and veteripary import quarantine st~dards (for example, 
regulations affecting Gitrus products and Pacific Northwest wheat) are often not based on science, 
unevenly applied and not backed up by modem laboratory testing techniqu~s. 

. ~ 

Our aim is, over time, to eliminate these barriers. In some cases we have found bilateral 
talks, including threatening or imposing sanctions when necessary, an effective way to address 
them. Let me discuss. two particular instances: intellectual property rights and textiles. . 

US. TRADE POLICY: THE CASE OF INTELLECTUAL PROPERTY RIGHTS 

In the past, pirated works have been cornhton in China. Since our IPR Agreement in 
1996, however, the scale of piracy has been signific~t1y reduced. In 1995; American copyright 
firms reported losses of over $2 billion from pir~cy of software, CDS and'CD;.ROMs, books, 
audio and videocassettes in China. They fac.ed further losses in third markets caused by exports 
from Chinese pirates. Long and intense negotiations won agreements in 1995 and 1996 
cqrnrnitting China to l?a~s and enforCe copyright :and patent laws and shllt down pirate operations. 
Since then: 

, 
China has closed over 64 CD and CD-ROM production lines and the Chinese have 
destroyed the masters and molds being used to produce these products. . , 

China has arrested more than 800 people Ifor IPR piracy. , 

, I 

China has seized more than fifteen million pirated CDS and CD-ROMs, including those 
illegally smugj~led into China. I ; 

.. 
China issued 114,000 patents and 121,000 trademarks in 1997, ma.J1y of which went to 
U.S. companies. 

I 

Last month, the government of Guangdong Province announced that it had seized and 
destroyed 2.8 million pirate video compact discs. Guangzhou has been one of the key 
transit points for VCDs smuggled into m~inland China ,from Hong Kong and Macao. 

The work is not at an end. Pirated retail CDS, CD-ROMs, and VCDs remain available in 
some Chinese cities. Chinese Customs and local anti-piracy officials must be more vigilantin 

.~ . 
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enforcement. Unauthorized use of software in Chinese government ministries is a problem, and' 
we are urgirig the Government of China to issue a State Council Directive prohibitmg "end-user" 
piracy. Protection of well-known trademarks is inadequate in China, and trademark 
counterfeiting remains widespread. And while the 1992 bilateral agreement permits U.S. 
pharmaceutical companies to obtain up to seven :Years of "marketing exclusivity" for products still 
under patent in the United States, China's Ministry of Public Health may be cutting back the 
benefits of this agreernent by granting overly broad marketing approvals to competing Chinese 
pharmaceutical companies as U.S. applications for marketing exclusivity are pending. 

i 

We also hav!;: concerns about protection ?f intellectual proper1:¥ rights in Hong Kong and 
Macau. This year we noted an increase in piracy ih Hong Kong, and placed Macau on the Priority 

, , 

Watch List of our annual Special 301 report. An IPR team from our office is working with Hong, 
Kong and Macau, and both governments are taking steps to address our concerns. 

u.s~ TRADE POLICY: THE CASE OF TEXTILES 

! 


The second example is textiles. 
: I 


In 1994, and in February of 1997, the Administration reached bilateral agreements with 
China to achieve fair trade in textile products. fu 1997,' for the first time" oUr bilateral agreement 
provides for market access for U.S. textiles and apparel into China's market. China has also 
agreed to ensure that non-tariff barriers do not impede the achievement ofreal and effective 
access for US textile and apparel exports into China's market. Following oh cutbacks in China's 
textile quota growth rates under the 1994 agreement, the 1997 agreement further reduced the 
overall quota to address enforcement issues. China, having once been our largest source of 
textiles and apparel, is now our fourth. ' 

Illegal transshipments of textiles from ChlD.a has been a significant c~ncern. We remain 
resolved to act against such imports. In 1994 and 1995, the Administration found and charged 
transshipped products against China's quotas. In 1996 we triple-charged China's quotas, and we 
did so again this year to account for suchiUegal transshipment. We will co~tinue to be vigilant to 
prevent transshipment. 

BILATERAL PRQBLEMS REMAIN 

In both of thes~l cases, we have advanced concrete American commercialinterests and our 
broader interests in the rule of law and acceptanc~ of international standardS in China. However, 
significant bilateral trade problems remain. ' ' I 

I 
Several ~fthese are in agriCUlture. China has not resolved sanitary and phytosanitary 

issues with respect to citrus, Pacific Northwest wl1eat and meat. And at tim~s China has taken 
unpredictable measures which reverse oirrprogress. Last October, for example, China raised the 
tariff on soybean oil to 20%, just as U.S. soybean oil products were entering! world markets. 

,,, , i ' " 
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. Through quick action we were able to reverse this. 

Services are another problem area. Last spring, for example, China issued a decree 
requiring foreign financial information services to pay royalties to the Chinese government news 
agency. Again, we hilve prevented the implemel,1tation of this requirement 

And just last April, China announced an arbitrary ban on direct sales, intended t() block 
scam schemes but also affecting well-regarded, law-abiding foreign operations. We are working 
with U.S. industry and Chinese authorities to address this issue. 

COMMERCIAL PRINCIPLES OF WTO ACCESSION 

On a broader scale, China's accession to 'the World Trade Organi~tion, on a 
commercially meaningful basis, presents us with: a comprehensive means to address the broad 
range of official and ttnofficial barriers to the Chp1ese market. 

China's application to join the WTO is, of course, an historic event. in itself. For decades, 
China -- together with Russia -- was one of the great antagonists of the principles the WTO 
embodies: open and transparent markets, the rule of law, and peaceful settlement of disputes. 
Thus the United States welcomes and supports China's application to join the WTO. However, 
we and other WTO members believe accession must be on commercially meaningful grounds. 

I 

The WTO is a. contractual set of commitments, deepened continuously since the 
establishment of the GATT'after the Second World War. These have developed from tariffs-­
and our negotiations with China address tariff rates on more than 6,000 in~vidual tariff lines -- to 
rules on nondiscrimination, national treatment, transparency, judicial review, uniform application 
of laws, customs procedures and other topics. And the sectors covered by .the WTO have 
expanded from industrial goods to agriculture and services including basic telecommunications 
and financial services. All applicants, including China, must make commercially meaningful 
commitm.ents in these areas. 

STATUS OF WTO NEGOTIATIONS 

This week I returned from China where I had a number of meetings with Ministers and 
other Chinese leaders on China's accession to the WTO. As many of you will have observed, the 

- negotiations on WTO accession have proceeded slowly and sometimes unevenly. But the 
trajectory of those negotiations have been posith.:e, especially when viewed over the last eighteen 

. 	 I 

months. 	 ' 

During that period, China has made coIllinitments on a number of critical issues related to 
rules of the WTO. For example, China committbd to WTO obligations related to transparency, . 
judicial review ofadministrative decisions, and nondiscrimination. China also agreed to phase in 
trading rights over three years, and to implements its obligations on Trade Related Intellectual 

.'j!. 	 ., ' 
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Property Rights (TRI1?s) upon accession. 
, 

During the last few weeks, negotiations ~rogressed further. We m~de some headway on 
the critically important issues of distribution, but,the coverage still remains·too narrow. China, for 
the ftrst time, presented an offer on basic teleconimunications services and for the ftrst tinie put 
forward on offer on ftnancial services that included securities. HoWever, the gaps are signiftcant. 
In addition, little pro!:ress has been made on agriculture which is one of o~r key export sectors. 

Much work reinains ahead on all these issues. We also have more to do on the protocol 

and working party report which address many of, the rules-related obligatiobs. And we will take 

as long as necessary to get this right, beginning when negotiators meet again this month to 

continue the talks held. in China prior to the President's visit. 
 I 

. I 

In conclusion, let me emphasize three points. 

First, we are a~:king nothing of China that China cannot do or that other countries 

throughout the world have not done. 


Second; there are no shortcuts. Neither w.e nor any other WTO member can afford a 
political accession for China or any other country: We will continue to push ahead in these 
negotiations because it is in China's interest, in the United States' interest, and in the world's 

. interest to see China in the WTO on commercially meaningful terms.' 

And third, Ollila would do well to speed up its decisions on the WTO, because as time 
passes a commercially meaningful offer will require more than it does today: China fIrst indicated 
an interest in GATT membership in 1986. By 1994, as negotiations continued, we had completed 
the Uruguay Round, deepening coverage of agriculture, subsidies, government procurement, 
investment intellectual property; binding tariffs; and requiring binding dispute settlements. By the 
beginning of this year, the WTO had advanced through the Information Technology Agreement, 
the Agreement on Basic Telecommunications and:the Financial Services Agreement. Next year 
we will open negotiations through the WTO's "b~ilt-in agenda" on agricultUre, services, 
intellectual property and other issues as well. In the future lie yet further tal~s. Thus, the longer 
China delays making a commercially meaningful ()ffer, .the more comprehensive a commercially 
meaningful offer must become. 

CONCLUSION: NORMAL TRADE RELATIONS AND BROADER VALUES 
I 

. One fmal point. Trade policy, in its narrowest sense. is about market. access andJaimess. 

Our negotiations and our discrete policy objectives focus on the details: t¥iff lines, copyright 

enforcement, phytosanitary inspections and so on.! And our basic goal is opPortunity and fair 

treatment for American companies, workers, consiJmers, farmers and ranche.i:s. That is what we 

seek to achieve in our trade negotiations, and it is ,why we support renewal 6f normal trade' 

relations. . 


.IJ. 
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, But the effects of both trade policy generally and normal trade relations in particular 
extend beyond commerce to fundamental nation~l interests, values and ide~ls. We already see 
that in the' contribution ofour trade relationship ito personal opportunity f~r Chinese citizens; the 
development of intellectual property rights and the rule of law more broadly; China's growing 
stake in a stable, pea(:;eful, prosperous Pacific; abd China's willingness most recently to broadcast 
nationwide the Presidenfs new!> conference 'in B;eijing and his address at Bbijing University. 

And that brings me back to the broader ~oint of engagement withthina. Our discussions 
of China policy, incltlding trade, concentrat~ on ~he problems. Rightly so. : But on occasions like 
this hearing, we should also remember to step b1ck. and take the long viewt 

I I 

Just twenty ye:ars ago, when we made the initial decision to open normal trade relations, 
we did very little bUSIness in'China. Very few ~ericans visited the country. Very few Chinese 
read foreign books, S~LW foreign news or traveled abroad. Few foreign f~s -- indeed, few 
private businesses -- operated in China. China r¢mained among the world',s most closed societies, 
and the prospect of a public discussion ofhuman: rights between our Presidents would have been 
absolutely unthinkabl{~. '1 ' ;, , 

f 
Today, with all the problems that remain,lwe see American busines~ operating in China. 

The share of the state in the economy has fallen. IThe range of political debate has widened. And' 
Chinese citizens have seen the President of the UpitedStates on live television, speaking ofhuman ' 
rights and democracy. 1 ~ 

These trends are not only good for China; they are good for Amenca.And they show that 
the engagement policy, with normal trade relatiohs at its foundation, is working. So again, the 
Administration strong.!y supports normal trade relations with China, and looks forward to working 
with the Committee to ensure its renewal this year. ' i ' , ' I 

l ' 
Thank you, Mr. Chairman. I look forwarp to your questions and thpse of the Committee. 

I 
,1 
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" , " 

Good morning, Mr. Chainnan. Thank you very much for calling this hearing on American 
trade relations with the European Union. ­

i 
POLICY GOALS 

I 

Taken as a single mm-ket, the European Union is the largest economy in the world outside 
our own. America's trade and investment relati,onship with the European Union is the largest in 
the world. For the past fifty years the United States and Western Europe have helped create and 
develop the rules and institutions which have promoted peace and prosperity throughout the 
world: NATO, the United Nations, the Bretton Woods institutions, the GAIT and now the 
World Trade Organi:z:ation. And in the future, as the European Union expands, this relationship 
will become still deeper and still more important. 

Our economic relationship with Europe is thus of fundamental importance to American 
workers, busine~sesand agricultural producers,lto world prosperity, and oeyond that to a stable. 
peace in the next century. In this relationship, U.S. trade policy seeks to achieve the following 
goals: . I . 

I· 

The maintenance of a close strategic ec~nomic relationship with'EUrope. 

Fair market access in Europe for American businesses, farmers ruui ranchers, with the use 
all the tools a.vailable to us'to ensure that we have that access. , 

I 

Removal of impediments to mutually beneficial trade and investment. 
, 1 
I ' , 

Ensuring that the growth and deepening of the European Union does not lead to exclusion 
of American businesses from important European markets. ': .I, , 

Supporting integration ofnew market democracies in Central Eur6pe, Southeastern 
•Europe and the former Soviet Union into international economic institutions. 

, 
I 

10int development of the multilateral traFg system, where possib~e: 

Promotion of shared values. 



. .. I 
DIMENSIONS OF US-EUROPEAN TRADE RELATIONS 

I I 

The economic importance of this policy :alone is immense. The European Union, as the 
world's largest eCoDClmy outside the U.S., is i.il ~otal America's largest trade and investment 
partner, the largest source of foreign direct investment in the United States and the largest 
destination for our own foreign direct investmerk . : 

In 1997, .our goods exports alone to the European Union were $141 billion, supporting 
1.3 million jobs in America. Our services exports to the EU were $77 billion -- nearly a third of 
our services exports worldwide. 

i 
Despite the perception of Europe as a mflture market, our future export growth 

opportunities are high. Even if Europe continu~s to grow at recent modest rates, its economy. 
expands by about $200 billion each year.i.- the equivalent ofthree new ecohomies the size of 
Ireland. Thus, in 1997 our goods exports to the EU grew by $13 billion oyer the $128 billion . 
level we reached in 1996. This $13 billion incre~se is a figure larger than the total of all our 
goods exports to China in 1997. " 

Our economic relationship with the EU is even more significantly marked by the extent of 
bilateral investment ties. Our direct investment in each other's economies 'together exceeds $750 
billion dollars. One in every 12 U.S. factory workers is now employed by a European firm. And 
three million U.S. jobs directly depend on European direct investment in Atnerica. 

BROADER IMPLICATIONSI . 
I • P 

. .' i .' 
But our economic relationship with Europe is more important than even these figures 

show. It is the necessary complement to strong political and security ties with Europe, creating 
an overall strategic partnership which is the world's most important guarantor ofpeace, security 
and prosperity. . i 

History shows this very clearly. Our disengagement from Europe after World War I, in 
both security and trade, helped to deepen the Depression and weaken the fQundations of world 
peace. After the Second World War, our military presence in Western Eur~pe helped ensure that 
neither the Cold War nor older political rivalries developed into open conflict. Our cooperation 

. with the European democracies iIi the Marshall Plan, the World Bank and IMP, and the creation 
of the General· Agreerllent on Tariffs and Trade resulted in an era ofprosperity, democracy and 
peace in Western Europe. 

I 

After the Cold War, in the absence of agt;eat common threat to Europe and the United 
\ . I·. 

States and in the presence of a nUmber of trade disputes, it is possible to lose sight of our vast 
common interests and :responsibilities. And the Clinton Administration is determined to make sure 

. that will not happen. We plan to make our partnership with Europe in the next century as fruitful 
for Americans, and as important to world peace and prosperity, as it has been since 1945. 

,,,. 1 
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Thus, for example, the President has bolstered our security partnership with the European 

democracies through NATO expansion. He haJ encouraged the expansio~ of the European 
Union. And he has led our effort to reinvigorate our economic partnership with the European 
Union. 

I 
I ' 

TRANSATLANTIC ECONOMIC PARTNERSHIP 

This is the context in which, three years :ago, we initi~ted the New:Transatlantic Agenda. 
That launched an efflJrt to deepen and broaden our transatlantic coopei:ation on a wide range of 
issues, covering not only trade but diplomatic arid global challenges -- such as crime and the 
environment -- about which Europe and the United States share cOrnnlon concerns. Beyond the 
govemment-to-gover·nment discussions, the New Transatlantic Agenda also led to the creation of 
the Transatlantic Bu'siness Dialogue (TABD) to bring American and European business leaders 
together to identifY common interests and goalsi ' 

These processes helped bring ,about the ~uccessful conclusion of a Mutual Recognition 
Agreement (MRA) that will reduce regulatory barriers facing sectors worth $60 billion of annual 
two-way trade, including medical devices, pharmaceuticals and telecommunications equipment. 
We also concluded agreements on customs cooPeration and equivalency in veterinary standards 
and procedures. And. at the US-EU Summit in London last May, President Clinton, Prime 
Minister Blair in his (;apacity as then head of the: EU Presidency, and EU Commissioner Jacques 
Santer launched an e1Iort that will bring this prOfess to a new level: the Tfangatlantic Economic 
Partnership. ' 

In the Transatlantic Economic Partnership (TEP) we engage the EO pragmatically and 
constructively to reali,ze the remaining untapped, potential of transatlantic IflaTkets; head off 
disagreements before they become crises; and ertter the next century with it further strengthened 
and mutually beneficial trade relationship. Throhgh it we hope to find the areas of mutual 
interest, remove barriers to our trade, and lay the groundwork for cooperation in multilateral 
issues. We have identified seven key areas to focus our efforts: ' 

Technical Sbmdards -- We are examining ways to reduce mutual 'barriers in standards, 
while maintaining our high levels of health and safety protection~ This would be worth tens of 
billions of dollars in reduced costs for American firms. For example, the duplicative regulations, 
unnecessary paperwOirk, and other problems ide~tified by the Trans-Atlantic Business Dialogue 
reduce the value of exports to Europe by up to 2%, meaning a loss to American exporters of $3 
billion last year. Some of the sectors industry hlls proposed that we consider for action in this 
area include automotive, cosmetics, non-road heavy equipment and tires. The Administration will 

I 

ensure that any action we might propose to the EU would maintain our high health, safety and , , 

environmental standatds. 

, ' !, , 
Agriculture -- Regulatory barriers currently pose real and present obstacles to our 

agricultural exports. EUtreatment of thefrodu~ts of biotechnology offe,rs;a notable example of 

3 
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such regulatory barriers and is an area we plan tb address as part ofTEP.:Greater cooperation in 
food safety is another area from which both the p.S. and Europe can benefit. 

Let me here s.ay a few words about agriculture in the larger context beyond the TEP. The 
President emphasized the importance of agricultural trade in his address to the Geneva WTO 
Ministerial Conferenc:e in May. As we approach the WTO negotiations in1l999, issues including 
implementation of existing WTO commitments, State Trading Enterprises,; eliminating export 
subsidies, ensuring that farmers and ranchers cart use safe advanced scientific techniques including 
biotechnology, transparency in regulatory policy: in biotechnology and other areas, and further 

. market access commitments clearly need attention. The EU's Common Agricultural Policy 
presents a major challenge in several ofthese ar~as; including extensive iniport protection; direct, 
commodity-specific price support policies; and an export subsidy budget ofapproximately $6.1 
billion in Fiscal Year 1997. I ' 

Government Procurement -- The TEP :also provides us the chance to frnd ways in which 
to cooperate in government procurement to improve market access for US' small and medium 
sized firms to a $200 billion EU procurement market. 

. I 

Services -- Weare also exploring together' ways to expand our market opportuirities for 
services and provide a boost to the upcoming w;ro negotiations on services, in which we will 
have many common interests, and common positions, where possible, will help us achieve them .. 

" ' 
" 

Intellectual P~operty -- We have already worked together to stre~gthen enforcement for 
intellectual property rights protection around the world and particularly in,Europe. EU pressure 
also brought Cyprus' patent regime into compliance with the WTO. The TEP will build on and 
formalize this cooperation, leading to the reduction ofbarriers within the EU and in third markets 

. for our intellectual property-intensive producers~ , I 

Electronic Commerce -- Finally, the TEP will also enable the US 'and EU to build on our 
December 1997 joint statement on electronic commerce, which is projected to grow to a $300 
billion market in the U.S. alone by 2001. " ' 

'. .'.'i 
Public PartiCipation and Promotion of Shared Values -- The public in both Europe and 

the United States is irlcreasingly interested in trade policy. Therefore we are working on a joint 
effort to expand the dialogue within our societies on trade to include labor; 'environmentalists, 
consumers, anp other important interests, much ,as the T ABD has improved US-European trade 
dialogue with business. The initiative also see~ to develop common approaches to trade and the 
environment and the international promotion ofcore labor standards, as well as transparency at 
theWTO. ' 

In the months to come, we and the EU will discuss a specific action plan to achieve the 

Transatlantic Econontic Partnership's goals, including commitments to specific negotiations on 

individual subjects and areas for multilate~a1 cooperation, including in the yvodd Trade 


~ , 
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Organization. We and other relevant agencies will undertake broad consu,ltations with Congress, 
as. well as business, labor and non-government organizations to further refme U.S. negotiating 
objectives. . , . , 

, 

EUROPEAN UNION EXPANSION 'I 

Beginning thi~se efforts now is especially important, since the' EU is both deepening its 

single market through adoption of the "euro" and further regulatory harmonization, and . 

expanding to take,.in new members. '. 
I 

, 
With respect to the "euro," the United ~tates has a strong econom'ic and security interest 

ina stable and prosperous Europe. This gives us a strong stake in a European Economic and 
Monetary Union that gives the region the strength and confidence it needs, to move ahead with 
reform a,nd continue to integrate its economy more fully with the rest of the world.The more the 
single currency helps Europe develop a robust and healthy economy, opep. to world markets and 
in which we can compete as efficiently as possiple, the more welcome the project will be. 

l 
I . 

The E.U. now includes fifteen countries: Austria, Belgium, Britain, Denmark, Finland, 
France, Germany, Greece, Ireland, Italy,Luxerhbourg, the Netherlands; Portugal, Spain and 
Sweden. This list will grow in the future, as th~ EU has identified Cyprus, the Czech Republic, 
Estonia, Hungary, Poland and Slovenia as the next candidates for membership. Numerous other 
countries, including Bulgaria, Latvia, Lithuania, Romania and Slovakia are also readying 
themselves for eventual membership. Turkey lias already joined a customs union with the EU and 
expressed an intereslt in full membership. . . 

i 

Just as we supported European integra~on at its beginning in the :1950s, we continue to 
support it now as a force for stability on the European continent. As a general principle we also 
strongly support the integration of the new democracies into the politicall and economic 
institutions of the Volest. And with respect to <I:entral and Eastern European countries that 

. actually hope to join the EU, business prospec~s for our firms in these mfkets should in most 
instances improve once EU accession is completed. • 

I 

We do not, however, take this for granted. Through the TEP, W~Iwill be in close and 

continuous contact with the European Union as these integration efforts move ahead. We are 

also engaging Centtal European governments in separate bilateral consultations. We will thus 

closely monitor the:iraccession negotiations with theEU, and ensure that these do not damage 


I . 

U.S. interests. To assist us in this, we have asked the International Trade Commission to do a 
study of the impacts ofEU enlargement, which we expect to be completed next spring. Thus, we 
will minimize the chance that this generally beneficial process from developing in ways which 

" It· I 

could reduce American market access or otherwise work against American econOJ,nic interests. 
, " 

DISPUTES 
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, . 
At the same ti.rne, our present relationship with the EU is by no means free of disputes. 


And in these disputes we ~will use all the tools at our disposal to assert the rights of American 

industries, service providers and agricultural producers. 


I 

This includes use of our own domestic trade laws. We have recently cited the European 

Union as a whole, and several member countries, under the Special 301 law to ensure full 

protection of U.S. intellectual property rights. Italy, for example, was placed on the Priority 


I " 

Watch List last May for failure to enact effective anti-piracy legislation including penalties 
consistent with WTO TRIPs provisions. Italy's Senat,e has since passed the legislation, and we 
are awaiting action from the Chamber of Deputies. ' 

, I 

Most of our disputes, however" are now resolved at the WTO. Th~ WTO system was 
designed to help put, to the extent possible, potentially explosive trade problems into a rules­
based context. The f::lCt that we have so many \VTO cases involving the EU reflects, in part, the 
diversity of transatlantic econornic activity. It also reflects the fact that wewill not tolerate non­
compliance with trade agreements or WTO rule~, and we will exercise o~ rights vigorously to 
ensure that American trade interests are respected. ' 

! " 
Active complaints againstthe European Union which are still in the dispute settlement 

process involve incorne tax subsidies in five EUimember countries and intellectual property rights 
in four member states. 

, We also have two cases involving agricultural policy, specifically the EU banana import 
, regime and the EU ban on beef from cattle gro'Yfi with bovine growth hormone. In both of these 
cases, WTO dispute settlement panels and the Appellate Body have ruled in favor of the United 
States. The European Union has an obligation to respect WTO panel resu~ts, and we will insist on 
timely and full implementation of these rulings. , 

The Europeail Union 'has likewise irlitiated WTO dispute settlement procedures against the 
US on several issues. Consultations to date have involved the sanctions invoked by the ' 
Commonwealth of Massachusetts against compkes invested in or doing business with Burma; 
the Foreign Sales Corporation rules of the Internal Revenue Code; harbor maintenance fees; the 
1916 Antidumping Act; and countervailing duties imposed against imports of certain lead and 
bismuth steel products from the United Kingdom. . 

. , We will defend our interests vigorously in all dispute settlement procedures filed against 
the U.S., and let me offer the EU's challenge to:our FSC tax provisions as an example. This is an 
extremely troubling development: the FSC rule~ were enacted over 14 years ago with the express 
purpose of settling a dispute with the EU.and conforming U.S. tax rules t9 our international 
obligations. In addition, there appears to be no tommercial harm to the EU. We are firmly 
convinced of the legillity of our tax system and will defend that view vigotously should a panel 
ultimately be established. ' 

~6 
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We have also cooperated constructively with the EU on a number ofWTO dispute 
settlement cases challenging the actions of third countries. [, 

RELATIONS IN THIRD MARKETS 
. ( 

I 
. Finally, let TIle say a few words about otrr relationship with the European Union in third 

markets. Here, too, we can gain much by incr~ased bilateral cooperation!but we must also bear in 
mind that the EU will in many cases be a serio-iis competitor whose interests do not always 
coincide with ours. 

We have had good cooperation thus far with the EU on ensuring the accession of China 
and Russia to the WTO on cop1mercially meaningful terms. However, U.S and EU interests 
during the accession of fuhlre prospective WTO members might not alw~ys coincide, and we will 
ensure that our rights and interests are respect~d. ' 

We are also concerned that the EU's process of negotiating its free trade agreements with 
more than twenty countries and regions could ~ave a negative impact on the commercial interests 
of U.S. firms in tho~;e markets. Weare closely monitoring these agreements to ensure that they 
do not create new barriers to American goods'iservices and agricultural ~roducts. 

CONCLUSION iI 
I 

In conclusion, our trade relationship with Europe is already one of the major forces for 
prosperity in America, Europe and worldwide.: However, much untap 

I 

I 
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Services in America's Trade Agenda' 

Ambassador Cl)arlene Barshefsky 

United States Trade Representative 


I ! 

Coalition of Service Industries 

Washington, D.C. 


Septemb;er 24, 1998 


Good, morning, everyone. Thank you for coming. And thank you, Dean, for that 
introduction, and for inviting me to speak here ~oday. 

, ' 

, I 

U.S. AGENDA ON TRADE IN SERVICES 

We have a full agenda on trade in servic,es in the next few years. At the World Trade 
Organization, we are considering the accession of32 economies; when complete, this will make 
the coverage of the General Agreement on Trade in Services, for all practical purposes, universal. 
The GATS 2000 negotiations have the potential to open world markets to a wide array of service 
sectors. We have an opportunity to ensure that ,Global Electronic Comm~rce remains unfettered' 
by tariffs and nontarifftrade barriers. We have regional negotiations with:.the European Union in' 
the Transatlantic Economic Partnership, with ok neighbors toward a Free Trade Area of the 
Americas, and in Asia and Africa as well; and bilateral talks, for example the Enhanced Initiative 
on Deregulation with Japcm; all ofwhich have implications for trade insef.yices. 

I will touch upon each of these this morhlng, and in the months tor'come, I hope to hear 
your thoughts and advice. But my purpose today is to place our negotiatipg agenda in broader 
context. And let me begin at home. ' 

, THE WORLD EtONOMY TODAY 

We believe in personal freedom; rewards for hard work and innovation; and open markets 
under the rule of law. These principles -- together with a balanced budget and investment in 
'education- have given us prosperity and stabl~ growth.' And they are 'the principles we have 
sought to promote abroad for fifty years, through the continuous development of the world 
trading system, with remarkable success. I I' 

I 

, The GATT and WTO have reduced tarifrs alone by an average of90%. They have 
created a contractual set ofrules which promote fairness, the rule of law, ~d peaceful resolution 
ofdisputes. 

As a result, trade has grown fifteen-fold, and world per capita income doubled since 1960. 
Regions of the world once known for Waft) and',poverty -- Southeast Asia~ Latin America, most 
recently Africa -- have developed at astonishin!tspeed. China and Russi~ great nations which 
once sought to overthrow the market system, now aspire to join. Americ~'s highest-skilled, 

" " 



" 

I 
I 

highest-wage industries have boomed, with exports rising from $617 billion to $938 billion just 
since the Clinton Administration took'office. And the effects are visible in every walk of life. As 
the novelist A.S. BYlltt writes, these are years when: 

"men and women hurtle through the air on metal wings, when they wear webbed feet and 
walk on the bottom of the oceans ... when folk in Norway and Tasmania in dead of winter 
could dream of fresh strawberries, dates; guavas and passion fruits; and frnd them spread 
next morning on their tabl~s.": " , 

I " 
These blessings have extended from the iworld's richest to its poor~st. The dissemination 

of new medicines ha~; helped raise life expectance from 48 years in 1955 to 65 today, and cut 
infant mortality from 148 per thousand to 59. With the growth in agricilltirral trade, famine has 

I, 

receded from all but Ithe most remote comers of;the world .. New telecommunications and the 
Internet open worlds of information and opportUnity to anyone with aco~puter terminal. 

, ' 
I 

"And yet the a,;complishment is incomplete. That has never been more clear than this year, 
when the Asian financial crisis has shown how rapidly growth overseas can come to a halt. How 
quickly our overseas markets can shrink. And how profoundly disruptions in the banks of 
Thailand or Mexico can affect the income of faim families in Kansas and !':lorth Dakota; the jobs 
offactory workers in Washington and S1. Louis; and the balance sheets ofcompanies everywhere. 

\ ~' , . 

DANGERS OF CLOSED SERVICES MARKETS 

One of our principal tasks, then, is to cre~te a world economy less v~latileand vulnerable 
to crisis. And that brings us to our goals in services -- because closed serv:ices markets are an 
important factor in this volatility.' , 

I 

In our econo~lY, sectors like financial se~ices, telecommunication~, transport, legal 
services, information and distribution create mo~t of our jobs and much~four economic growth. 
And with some notable exceptions -- asBob Va~tine can tell you from his days at the Resolution 
Trust Corporation -- we have developed transParent and impartial regulations which promote 
competition, keep these sectors relatively free ofimbalances and cronyism"and in the end create 
highly competitive industries. " , 

Internationally, however, the situation is quite different. Particularly in developing and 
newly industrialized countries, many service markets remained relatively closed. This is also true 
of the reforming communist economies. In some cases this inhibited both modernization of 
service industries and development ofeffective regulation. As former Korean Finance Minister 
Han Seung-Soo noted earlier this year, speaking about the causes of the spread ofthe Asian 
fmancial crisis: ' 

"In contrast. to the developing industrial sector, the financial sector has been closed to 
foreign competition, with limitedmtegllltlon ofthe international market. As a 
consequence, the fmancial sector remafuetllarge and inefficient, cre~ting a structural 
imbalance in the Korean economy." . : . I 

'" ~ 
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Thus we have seen repeated fmancial crises, with this year's by far: the largest and most 
dangerous. And clos,ed markets in services create other risks. Inefficient, 'pollution-prone power 
and transport reduce efficiency, worsen the quality of life and waste investinent. 

I . , 

Telecommunications markets reserved for government monopolies make. service worse for 
consumers and business more difficult for fIrms. Monopolies in express delivery reduce the 
efficiency not only of the service sector but farms, fIsheries and manufacturers. 

OPPORTUNITIES IN MORE OPEN SERVICES MARKETS 
I 

All Americans thus have an interest in the more stable, sustainable krowth and higher 
productivity that opeD. services markets can create worldwide. And service fIrms will of course 
benefIt directly, as Americans lead the world in high-technology, health, education, express ' 
delivery, professional services and many other ar~as.Our performance in a relatively closed 
world -- $265 billion in services exports last yeaf, supporting four million jobs -- shows how much 

. I . 

we can achieve in an open market. ' 
, 

More open services will also support eas~d exports ofgoods . To'qhote the classical 
Chinese historian Ssu··ma Ch'ien, writing in the second century B.C., for ~ economy to function: 

I 

ItThere must be farmers to produce food, :men to extract tlJ.e wealth ofmountains and 
marshes, artisans to process these things, land merchants to circulate them. There is no 
need to wait for goverrtm.ent orders: each man will do his part as he gets what he desires . 

. So cheap goods will go where they fetch ~ore, while expensive go~ will make men 
search for cheap ones. When all work willingly at their trades; just as water flows 
ceaselessly downhill day and night, things will appear unsought and:people will produce 
them without being asked. It . ' . ~ '. 

I 

In our own day, to use Ms. Byatt's examples, plants which make a~craft require computer 
software and design to get their "metal wings" off the ground, and strawb~rries will not get from 
growers in the San Femando Valley to consumers in Norway without efficient transport. 
Likewise, exports ofcars to Japan are inseparabl~ from freedom to establisq auto dealerships; and 
without open distribution in China, our exports of goods will suffer even if tariffs and quotas 
relax. . I 

i 
UNIQUE PROBLEMS 

As we look to the future, then, we have the opportunity to create a safer and more stable 
international economy, which promotes more rapid development and offers IAmericansgreater 
opportunity. Thus our goal in the corDing services negotiations is to obtain broad commitments 
for signifIcantly impro'/ed market access from other countries, achieving maximum ligeralization 
and improved transparency in a wide range of sec~ors. ' 

i . 

We seekthis goal in the GATS 2000, in; accessions to the WTO, in ~gional negotiations 
like the Free Trade Area of the Americas and the Transatlantic Economic Partnership, and in 
bilateral talks with some ofour major trade partfl~rs. In each case we will seek to open more 



service sectors, ensure that countries are moreo~en to US providers on a hondiscriminatory basis; 
prevent discrimination against particular methods of delivering services (iIi particular electronic 
!J"ansmissions and rights of establishment); and promote high standards ofhonesty, transparency 
and consumer protection in regulation. ..,I 

, I 

But in these efforts we face challenges.often more complex thanthose presented by trade 
I 

in goods. Barriers to banking, legal practice or distribution rights are generally not tariffs or 
quotas. Some are regulatory or licensing standards, which may have legitimate goals like 
consumer protection. These standards, including in America, may be established not by national 
governments but by state· governments or even private professional associations. There are often 
very good reasons foHhis, and trade policy mu~t respect and work with the relevant bodies, while 
ensuring that the standards fulfill a legitimate purpose rather than simply restricting trade. 

Likewise, ruli~s for trade in services must anticipate the developme~t of ne~ technologies. 
Examples are obvious in almost every field, from colleges which can teach, hold examinations and 
grant degrees over great distances; home ente~inment products delivereq by satellite; and 
advanced health care delivered directly to the home or to rural clinics ,via teIemedicine. We must 

. . , 
take care to ensure that trade agreements do not quickly become obsolete.: 

And finally, trade in services is simply a new and highly complicat~d issue for many 
countries. The National Statements circulated by many of the developing .countries at the WTO 
Ministerial Conference in May, for example, showed a widely shared conc,ein that domestic 
regulatory agencies are having trouble meeting even existing WTO comm~tments. 

: ' 

PROGRESS SO FAR 

These are fonnidable obstacles; but we ¥e nonetheless optimistic, :and the record of the . 
past five years sho~s why. ' ' . 

, i 
I I 

First, as recently as 1993, when the Clinton Administration took ,office, there were 
virtually no international standards for trade in services. With the introduction of the General 
Agreement on Trade in Services in January of 1995, we created an overalf'framework which-­
like our domestic standards -- promotes .competition, openness and transparency. The GATS 
deters discrimination against foreign providers; helps ensure that governments treat their trade 
partners equally; proinotes the principle that reghlation of services should be transparent and done 
for valid policy reasons rather than to exclude foreigners; and makes public lists of exemptions 
from basic principles. 

Second, in some sectors we have given content to these rules through concrete 
liberalization and market access. By the end of i 997, these included conctete commitments in 
two of the highest-value services sectors: basic telecommunications and fmancial services . 

. I 

The Agreement on Basic Telecommunications includes 70 COwltri~S and over 95% of 
world telecom revenue in a $750-billiortindustry. It provides U.S.:and foreign companies 
access to local, long-distance and international service through any means ofnetwork 

I 

I, 
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technology, and ensures that U.S. comparues can acquire, establis4 or hold a significant 
stake in telecom companies around the world. In doing so, it replaces a 60-year tradition 
ofnational telecommunications monopolies and· closed markets with market opening, 
deregulation and competition. I ; . 

, 

The Agreement on Global Financial Services includes banking, sequrities, insurance and 
fmancial data services. It covers 95% of the global fmancial services market, and 102 . 
WTO membe:rs now have market-openillg commitments in the fmJncial services sectors . 

. They encompass $18 trillion in global s~curities assets; $38 trillion'in global (domestic) 
bank lending; and $2 trillion in worldwide insurance premiums. 

Third, new applicants to the WTO are making commitments that go well beyond these 
accomplishments. St~veral of them have taken commitments in broader ranges of service sectors, 
recognizing the valm: to consumers and producers of comprehensive, predictable rules. Taiwan is 
one. Kyrgyzstan, the: Baltic states, Georgia andlArmenia are others. These accession agreements 

, , 

include commitments in areas many other countries have avoided -- profeSsional services, 
distribution, construction and more. They set baselines for future accessions, including larger 
economies like China and Russia, and an example for improving the commitments of today's ' 
WTO members. 

And fourth, we are building consensus on crucial issues for the fuqrre. At the WTO 
Ministerial Conference last May, we won a "staljldstill" on tariffs applied,to electronic 
transmissions. We are now moving on to an electronic commerce work program at the WTO to 
achieve a permanent agreement to avoid tariffs and open markets for Internet service providers; 
and which links thest: commitments to open markets in express delivery, which is crucial to the 
efficiency and rapid service for customers electrpnic commerce can promote. . 

THE WORK AHEAD 
I ' , . 

Thus, in fmancial services and basic tele4om, while we can achieve more, we.have already 
done a lot. In a few other sectors, like travel services and tourism, service markets are quite open 
and many countries have made binding commitments. But these are the exceptions, and so we 
have a long way to go. 

In most service sectors we see few specific commitments. Only fourteen WTO members 
have made commitments in audiovisual services, No developing countries; or economies in I 

transition have made commitments on gatheringiand dissemination of news -- some in fact have 
tried to go backward, as China recently did by attempting to give its state agency Xinhua a 
monopoly on fmancial information. Less thana third of the WTO have made commitments in 
distribution. , ' 

PREPARING FOR GATS 2000 

, ' 

Therefore our goal in the coming serviCes negotiations is to obtain broad commitments for 
market access, including maximum liberalizatiort and improved transparency, in a range ofsectors. 

I· 
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The negotiatmg structure best suited to this goal is still undetermined. Should 
negotiations be conducted sector by sector? Ard "horizontal" negotiations across all sectors more' 

. likely to win the best result? Would a "formula'~ approach to liberalization be possible? 
, , 

We must begin with a sector-by-sector review of the issues raised by GATS principles like' I _ 

"market access," "MFN" and "national treatmenf!' We must also discuss whether, and ifso how, 
today's classification of service sectors can be improved. And we must <iJ.ddress the question of 
classifying newly dev,eloped services and ensuring that GATS principles can be applied to them. 

At the same tim.e, we will review our existing agreements and the lessons we can draw 
from them. In the Agreement on Basic Telecommunications, GATS principles led to fundamental 
questions of regulatory policy, transparency and rule oflaw. To give these principles meaning, 

, • j , " 

governments needed to provide guarantees to prevent anti-competitive behavior, maintain open 
and transparent licensing, and ensure the imparti~lity ofgovernment regulation. Financial services 
raised similar questions. 

I 
But while each ofthese agreements may offer lessons for GATS 2000, each sector is 

unique, As an old Chinese saying has it, "a dog resembles a baboon, and a :baboon resembles an 
ape, and an ape resembles a man; but a man is v~ry far from a dog." Thus we must accept the 
possibility that each may require a different approach, 

REGIONAL NEGOTIATIONS 

We also expect to draw a great deal from the regional negotiations we have underway. 
These can help us set precedents and establish standards for the GATS 2000 and beyond, fmd 
quick agreement on areas of l~ss controversy, an~ allow us to serve our interests in sectors where 
we are competitive but in which international consensus is difficult to achieve. 

. . I 

For example, in the Transatlantic Economic Partnership (TEP) with: the European Union, 
we will seek to fmd arieas where liberalization will benefit both ofus, devel~p joint positions in 
areas of mutual interest for WTO 2000, and to reduce conflicts in areas which have the potential 

. I 

to make the broader multilateral talks more difficult. ' 

In the Asia-Pacific Economic Cooperation forum (APEC) we are discussing liberalization 
of services including energy, environmental services and telecommunications. These can push 
GATS 2000 forward, just as APEC's agreement <;>ninformation technology two years ago was 
the catalyst for the ITA. APEC can also help us on questions of c1assifying:services, particularly 
in the energy and environmental service sectors. 

I 
'. In Japan, our bilateral agenda with the world's second largestecoIiomy addresses both 


market opening and implementation of agreements in individual sectors like iinsurance, civil 

aviation and distribution, and broad questions of regulatory policy and tranSparency. 


I , 

.II- I I 

And in Latin America, we have already begun formal negotiations toward the 
establishment of a Free Trade Area ofthe Americas, with a Negotiating Group entirely devoted to 

I 
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trade in services. CSI has already offered very helpful comments, and the :schedule calls for the 
services Negotiating Group to produce an "annotated outline" of an FTAA services chapter by 
September of 1999 -". that is, eleven months frorP now. Thus, assuming'tq.e working group stays 
on schedule, we have: an opportunity to begin thb GATS 2000 with a well-developed model of 
what we can achieve on a world scale. 

CSI AND THE NEXT GATS NEGOTIATIONS! 
i 

This is an ambitious agenda which will require detailed and compl6x negotiations, and we 
need your help and advice. So in the next months, I look forward to your'thoughts on the proper 
form of negotiations and the specific objectives we should set in particulat sectors. I expect that 
you will also be speaking with your counterparts in services industries ov~rseas, to build a private 
sector consensus for a successful negotiation. CSI's commitment and hard work was essential to 
the success of the services talks in the uruguay Ro'und, as well as to the'B~sic Telecom and 
Financial Services agreements. You will be still, more important in the GATS 2000. 

. I' 

. We will also need to work together here at home, as the United States prepares to host the 
next WTO Ministerial; and on institutional reforms at the WTO beyond th~ substantive services 
negotiations. As senrices negotiations proceed, the public will expects and deserve a full 
explanation of their implications for our econoniy. And as the WTO's coverage expands, the 
public will naturally expect the WTO to become more open and accessible. Thus I hope you will 
work with us in our {:ffort, for example, to open dispute panels to the pub~ic. 

CONCLUSION 

And let me remind you that the consequences will be profound. 

For fifty years, beginning with the establishment of the GATT after the end of the Second 
World War, we have worked toward a world which is made wealthier, m~ie peaceful and more 
vital through respect for freedom, rewards for hkd work and creativity, at:ld the rule of law. In 
our negotiations on trade in services, we can bring this achievement toward completion. 

i 

A more stable and productive world economy, as competition brings both innovation and 
transparency to worldfmancial systems, and efficient power and transport,reduce costs and allow 
faster growth together with a cleaner environm~nt. 

I' 

Better health and a higher quality of life, as telemedicine brings the world's most advanced 
health care to'rural clinics and isolated villages; and information becomes more freely available 
everywhere. ' 

i 
I 

And the advance of American values, as inew forms ofcommunication and information 
promote freedom of speech and freedom of tho~ght. 

"Jj. , 

It is an inspiring task. And we are lucky to be here together as it ~egins.


I . . I 
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Ambassador C,harlene Barshefsky , 
CQlBusinessWeek CEO Summit 

. , 

September 25,1998 

Good morning. Thank you very much for inviting me to speak:\~ith you today. 

The topic you have set for me -- in the ;present crisis atmosphere; do we expect the world 
to tum away from free markets and free trade and toward protectionism and regulation:..- . 
recognizes an unwelcome but obvious point. That is, the.last few month's have brought us quite a 
bit of bad news. So before I address our agenda, let me begin with some perspective. . , 

A RECORD OF ACCOMPLISHMENT 
. I 

I 

In the past six years, the Clinton Admihistrationhas negotiated 260 separate trade 
agreements, and including five of truly historic significance: the Uruguay Round, NAFT A, and 
last year's agreements on fmancial services; basic telecommunications and information 
technology. 

I 

These agreements in tum build upon a 'fifty-year legacy of opening markets worldwide, 
beginning with the establishment of the GATT in 1947. This policy has not only helped our 
companies and entrepreneurs find markets but advanced basic American :values: personal' 
freedom; rewards fi)r hard work and innovatiop.;and open markets under the rule of law. 

As a result, since 1960 trade has grow~ fifteen-fold, and world per capita income doubled. 
Regions of the world once known for w~ and poverty -- Southeast Asi~, Latin America, most 
recently Africa -- have developed at astonishing speed. China and Russia, great nations which 
once sought to ovellhrow the market system, now aspire to join. Amerisa's highest-skilled, 
highest-wage industries have boomed, with exports rising from $617 bilLion to $938 billion just 
since the Clinton Administration took office. . . 

These blessings have extended from the world's richest to its poorest. The dissemination 
of new medicines has helped raise life expectance fromA8 years in 1955 to 65 today, and cut 
infant mortality from 148 per thousand to 59. With the growth in agrictiltural trade, famine has 
receded from all but the most remote comers of the world. New telecoriununications and the. 
Internet open worlds of information and opportunity to anyone with a computer terminal. 

r I. .' : . 

RESPONSE TO THE FINANCIAL CRISI$ 

At the same: time, however, we can all,clearly see the challenges 'we must face: with the 
open international market and all its bles~~J1gs ,have come new sources of instability and risk. 

, , 
, 'j , 

As President Clinton has said, the events which began as a Gurre~cy crisis in Southeast 
. I . 
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Asia last year have become the most dangerou~ fmancial crisis the world pas faced in fifty years. 
, I 

Its effects are obvious in our own export figures .. Compared to'l~st year, our exports to 
the Asia-Pacific region fell $14 billion in the first six months of 1998. That includes a loss of $4 
billion, or 12%, in exports to Japan alone, and a loss of fully 70% of our exports to Indonesia. 
The result has been a drop of 2.5% in GDP growth for us this year, instability in fmandal markets, 
declining fann incomes, and the specter ofjob Josses in manufacturing industry. 

This is quite likely to intensify public concerns about the internati~nal economy in the long 
run. But before we take up that question, we must address the crisis itself. Therefore, our top 
priority is to work with the IMFand affected countries to restore curren9Y stability and promote 
economic recovery. We are monitoring the conditionality of IMF programs closely, and in cases 
such as Thailand where the programs are being implemented, we see goqd signs. However, 
resources at the IMF are at historic lows. Every day Congress does not approve the President's 
request for IMF funding increases our vulnerability to a crisis, and decre~ses confidence in global 
markets. The Senate has now approved full IMF funding by large bipartisan majorities twice, but 
there is a serious bottleneck in the House. At a time when the markets are looking to see if the 
international commlmity has the capacity to deal with these crises, passage of IMF funding is . 
critically important. The Congress needs to act immediately. 

Equally important, Japan as the world's second-largest economy inust act immediately, 
because economic stagnation in Japan makes r~covery far more difficult for all of Asia. For 
example, as Thailand's exports to the United States rose by $600 million:in the first six months of 
1997, Thai exports to Japan shrank from by nearly $800 million. Indo~esian exports to Japan 
have dropped by a third. We thus believe Japan must use fiscal stimuhis:to spur demand-led 
growth, address problems in the fmancial system, open its markets and deregulate its economy. 

I have just rl~tumed myself from the President's meeting with Prime Minister Obuchi. This 
followed a visit to Tokyo, where I discussed b~th the fmancial crisis and our Enhanced 
Deregulation Initiative, including open distrib~tion systems, transparent regulation and rule­
making, and deregulation of telecommunications, fmancial services, housing, medical devices and 
pharmaceuticals. We will closely monitor Japan's implementation of these commitments and of 
our earlier agreements; as we continue to push for sustained fiscal stimulus to prevent recession, 
and urgent attention to the problems in the fmancial system. 

And we are committed to an open market policy at home. We expect a very high trade 
deficit this year, including perhaps a record with Japan. As this happens, we will of course 

. I , 

continue to enforce our domestic laws against 'unfair foreign export practices, and we will adopt 
sensible policies in the case of import surges. But we will remember the lesson of the 1930s, and 
--as we. ensure that countries like China, Argentina, Chile and Brazil do not respond by reverting 
to protectionism -- we will refuse to panic and shut off trade ourselves, That would only hurt our 
trade partners and worsen the crisis. i . ' 
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WHERE TO NOW? 


I 

Where, then, should we go next? Does this experience mean we should change directions 
on trade? We can begin to answer these questions by reminding ourselves of the role exports and 
trade play in our economy. 

Think of growth: Between 1992 and 1997, our economy expanded from about $7.2 
trillion to $8.1 trillion. Exports accounted for over one third, or $320 l?illion, ofthat growth. 

Think ofjobs: Over 12 million American jobs -- just under one in ten -- now depend on 
exports. That proportion is growing, as between 1992 and 1997, exports accounted for one in 
every six of the 15 million new jobs created duJ:ing the Clinton Administration. 

i ; i 
. Think of wages: That in turn means higher living standards, as jobs supported by goods 

exports are more productive and pay an average of 13% to 16% higher'tlian the U.S. national 
average. It is no accident that in the last two y~ars, average wages have risen from $394 to $424 
per week. . , 

1'.1 

And think of the future: About one in every twenty-five people,irl the world is American. 
And our economy i8 about a fifth of world consumption. The other 96% of world population and 
78% of world consumption is outside our borders. We have to sell there to succeed. 

! 

, To our Administration, the right course is clear. Avoid responses which -- as in the 
extreme case, a reversion to protectionism -- could worsen the crisis; i~stead work toward a more 
open, stable world economy. . . 

FUTURE AGENDA 

! 

And that brings me to our agenda for the future. 

In the past decade -- through multilateral agreements, 35 separate bilateral agreements' 
with Japan, 15 with the European Union, 15 with Canada, 15 with China -- we have brought 
down tariffs and other trade barriers substantially. ' 

. .."I ' 
Through the Uruguay Round, in additi6n to these lower barrier~, we created basic 

international rules f()r trade in agriculture and services and an effective dispute settlement 
mechanism, in which the United States has filed and won more complaints than any other nation. 

" 

And we have cemented our trade relationship with our immediat6 neighbors through 
NAFTA. Incidental.1y, this agreement has helped us immensely during the crisis -- as our exports 
to Asian countries dropped by $14 billion in the first six months of this year, our exports to 
Mexico and Canada grew by $11 billion,~aving jobs and farm incomes. all over the country. 

, , 

" 
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However, we have more work ahead. We still face high trade barpers'in several fields, 
most of ali in agriculture and services where the US is the world leader. The end of the Cold War 
and the revolution in science and technology have also changed the trade· landscape. And as trade 
has grown, the American public naturally is more concerned and interested in trade policy. Our 
strategy thus addresses four fundamental challenges. • . : 

. I 
MARKET-OP;ENING AGENDA 

The first is what we might call our traditional agenda: further opening the markets of our 
major trade partners, creating new and more open markets through regional negotiations, and 
improving the rules of the multilateral trade system.' : 

. I } 
I. Regional Initiatives 

Looking at our own hemisphere, before the NAFT A Mexico's tarjffs before the agreement 
averaged 10% while ours averaged 4%. The discrepancies we will address in the much broader 
Free Trade Area of the Americas -- negotiations began in earnest this mohth in Miami and are set 
to produce detailed outlines of a final agreement within a year -- are equally great. 

This is even more evident in Asia, where we face complex and informal barriers as well as 
fonnal tariffs and quotas. I already mentioned our 35 agreements with Japan; these are now being 
augmented by our .Enhanced Initiative on Deregulation, covering both critical industrial sectors 
and broad regulatory and competitive issues that stretch across the economy. 

I : 
I i 

More broadly in Asia:, we have targeted lfifteen industrial sectors for liberalization in Asia-
Pacific Economic Cooperation (APEC) this year. We are scheduled to reach agreement on nine, 

. which together account for $1.5 trillion in trade', by November this year. : 

In Africa our trade relations are only beginning to develop. But.ve are working to expand 
exports by organizing more frequent trade missions, negotiating bilateral agreements and more 
fully integrating African nations into the WorldlTrade Organization. ' I . 

I 

Weare working to remove barriers and strengthen trade relations with the European 
Union. Technical trade barriers -- for example, the duplicative regulations, .UIinecessary 
paperwork, and other problems the Trans-Atlantic Business Dialogue has:identified -- reduce the 
value of our exports to Europe by up to 2%, or :$3 billion last year. ThIough the Transatlantic 
Economic Partnership we began in London last;May, we hope to fmd mutual~y acceptable ways to 

. increase many of these issues, as well as problem areas like agriculture. 'And we will ensure that 
the expansion of the EO to Central Europe, which we support, will not ~n:danger American 
economic interests. . : 

wrqAgenda 
. ::., 
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We will also launch negotiations next year at theWTO, when the, United States hosts the 
Third WTO Ministerial Conference. We are now beginning to discuss specific objectives in 
various sectors and I would' welcome your comments todayor in the months to come, but among 
our initial thoughts are -­

-- In agriculture, we look for broad reductions in tariffs, combined with improved rules for 
tariff rate quotas and assurances against use of unduly restrictive administrative 
procedures as substitutes for such barriers. We hope to reduce anp eventually eliminate 
export subsidies, and address domestic supports linked to production. And we will seek 
transparency and improved discipliJ1es on state trading enterprises . . , 

Services -- We will seek broad commitments for significantly improved market access 
from other countries, achieving maximum liberalization and improved transparency in a 
wide range of sectors. This will not only help ensure market access for competitive U.S. 
firms, but openness, trarisparency, and impartial regulation in service markets worldwide. 

Government procurement, a market totalling over $3 trillion a ye~r, where we hope to 
bring more countries under WTO disciplines while creating a more transparent bidding 
environment worldwide. 

And issues like bribery and corruption, which comprehensively undermine the principles of 
markets and the rule of law which allow the trading system to function. 

I 

END OF THE COLD WAR 

The second great challenge we face is that raised by the end of the Cold War. This is the 
integration of our fOlmer adversaries -- Russia and China; Ukraine, Vietnam and other economies 
in transition as well ..- into the trading system. . 

For decades these countries operated economies divorced from the world and antithetical 
to WTO principles. They were somewhat different -- the Soviet economy ran on a very stable 
system of planned production, while China shifted from the Soviet model :to the communes and 
then to the reform model. But their major features were quite similar. .: 

I 

They allowed virtually no private business other than a few foreigrt. factories and small­
scale private farms. They had no independent judicial system, and consequently regulated 
industries by arbitrary command rather than transparent law. They did very little trade with the 
capitalist world; and they thus little stake in peace and stability beyond their borders. 

In their own ways, Russia and China -- along with Vietnam, Ukraine, Kazakhstan and 
many other nations -- have broken 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. For the post­
Cold War world, this is a task no less im-gortant than the reintegration, through the GATT and the 

, 
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other Bretton Woods agreements, of Japan and Germany after the Secon;d.World War. 

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. They are often slower than we would like. But the results, as years go by 
and you complete the job 'we have begun, will ,be profound: freer markets; openness to the world; 
transparency; peaceful settlement of disputes; the rule of law. And thus greater prosperity and a 
more secure peace. 

THE 21ST CENTURY ECONOMY,; ;' . 

The third strategic challenge is the scientific and technological revolution. 

Science is moving ahead, in every fieldifrom the Internet and El~ctronic Commerce; to. " 
pharmaceuticals and. medical equipment; agriculture; environmental tecfuiologies; and information 
technology. These are fields in which the US l~ads the world and can gaip immensely from open 
trade; and they are ways to raise living standards, advance the principles of open society,reduce 
hunger and improve health worldwide. . I 

, I i 
. I..: 

Our trade policy thus seeks to fulfill th~ promise of new technology for better lives as it 
advances our concrete commercial interest. This is the basis oflast year's three landmark trade 
agreements on information technology, telecommunications, and fmancia~ services -- agreements 
so significant that the WTO's Director Generali, Renato Ruggiero, calls them 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 moving forward with 

negotiations for an IT A II for expanded product and country coverage. 


The Agreement on Basic Telecommuni~ations includes 70 countries and over 95% of 
world telecom revenue in a $750-billion industry. It provides U.S. ~d f~rdgn companies access 
to local, long-distance and international service through any means ofnetwork technology, and 
ensures that U.S. companies can acquire, establish or hold a significant $til.ke in telecom 
companies around the world. In doing so, it replaces a 60-year tradition'~fnational 
telecommunications monopolies and closed markets with market opening, deregulation and 

l 
competition, reflecting American values of free competition, fair rules and effective 'enforcement. 

; 
. I 

And last December, we secured the multilateral Agreement on Global Financial Services, 
includ.ing banking, S(~curities, insurance and fmancial data services. ltcovers 95% of the global 


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

financial s~rvices seetors. They encomPti§.s $ I 8. trillion in global securities assets; $38 trillion in 


j
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, 
global (domestic) bank lending; and $2 trillion in worldwide insurance pr6miums. 

: I 

These agreements can be models for sectors identified in APEC -..: environmental goods 
and services, energy, and medical equipment --as possible 'areas for trade liberalization, and as 
guides for some of the coming negotiations under the WTO. 

For example,. the "built-in agenda" confmned at the WTO Ministerial last May is an 
opportunity to extend protection of IPR beyond basic laws and enforcement to protect new 
technologies -- everything from genetically engineered plant varieties to digital video discs and 
newly developed computer software programs.: ; . 

I 

, . 

Likewise, w(! must build on the agreement to a "standstill" for tariffs on electronic 
transmissions, to make sure global electronic commerce can reach its full potential. 

. And we must make sure farmers and ranchers can use safe, scientifically proven techniques 
like biotechnology to make farms and ranches both more productive and friendly to the 
enviromnent,without fear of encountering trade; discrimination. 

. I 

I . . 

THE SUPPORT OF CITIZENS FOR TRADE 
i ' 

All this amounts to an ambitious agenda; and I believe one that will do an immense 
amount of good for Americans and for the world. 

And that brings me back to the fourth great challenge -- and with it, to the original 
question CQ and Businessweek posed to me .. That is, will the public continue to support an 
agenda of open trade and open markets; or will we slip backward? ' 

I ~ I 

The answer d.epends on many things: 
. I 

A continuing effective response to this crisis. I 

A more focused effort to ensure that the public has the facts abo~i trade: the importance 
of exports in our current national prosperity; the high wages that export jobs pay; the role of the 
.trade system in advancing the values of freedom, transparency and the rul~ of law. ' 

. ! ' I 

And a response to the fears and anxieties many Americans have about trade. 

We have to address, addressing ill a serious way, the links between trade and labor 
standards, and trade and the environment. Our citizens must know ~at gf:owing trade will not 
mean a declining quality of life. ' 

We must address some very legitimate ~oncems about the instituti~ms of trade. We 
believe in open government; our citizens ixpect, to be able to watch Congiessional debates; and 

. ! , I 
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our judicial proceedings a.re open to the public unless there is a compelling reason to close them. 
That is why our government, whatever its faults, has succeeded for two hundred years. And as 
trade grows, its rules and institutions must adopt the same principles of,openness and accessibility 
to the citizen if the trade system is to retain public support. ,I 

. For example, the World Trade Organization does notlet people sit in to watch arguments 
before dispute settlement panels. That is wrong in itself, and is a natural preeding ground for 
rumors and misinformation. So I am very proud that President Clinton w,as the fIrst world leader 
to offer to open up aU the disputes in which we; participate; and I hope yo~ will help us make this 
the policy of the entire WTO. I : 

Fin~lly, we need an improved education system and domestic saf~ty net. Schools must 
ensure that our young people can compete and succeed in a world far more competitive than the 
one in which you and I grew up. And health insurance, unemployment compensation and job 
training are there when any worker loses a job.. 

CONCLUSION 

These are serious, difficult questions. But the ability of the United States to shape the 
21st-century world depends upon them. 

So the answer to the question is really -- it's up to us. 

. . i 

, i· 
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Remarks of Amb~ador Charlene Barshefsky . 

Chicago Council on Foreign Relations . 


September 28, 1998 , 

Good afternoon. Thank you, John, and thank you all for coming. 

I am of course a Chicago native, and I can tell you that some things never change. When I . 
left for college; Chicago was the "City that Works," and Daley was the Mayor. Today -- well, 
you get the idea. ' , 

I am very happy to be here with the ,Council this afternoon, todiscuss the trade agenda we 

have set for the next few years. And I am partiqularly pleased because I came directly from a visit 

to myoid high st;hool, Von Steuben High. 


~ , 
If anybody ever'complains to you about kids today, don't believe them. Whenever I am 


able to talk with young people, I am very impressed. They are sophisticated. They know a lot 

about the world. As I've heard from the teachers and administrators at Von Steuben, they have 

the advantage of local governments and school systems that are creative and determined to, 

provide not only the world's best substantive education, but through programs like Chicago's 

Service Requirement, to make sure they grow up understanding theirtesponsibilities to their 

families <).Ild their neighborhoods. ' ., 


VALUE OF U.S. LEADERSHIp· , 

That is a quality our next generation will need very badly. Because more than ever before, 
. nations around the world are looking to us' for leadership. 

To ensure the world's prosperity and growth, both now in the face of the financial crisis 

and as we look further ahead. . . 


To keep the peace, in regions as far away and as different as 'Kosovo, Cambodia and 

Central Africa. . 


To address the world's environmental problems, from climate change to the loss of 

species. 


To promote basic values -- freedom; human rights; open society. , 

And while trade policy is, of course, an economic policy whose foundation is the national 

economic interest of the United States, it :also touches upon each of. these greater issues. And 

today I will discuss the record on which,iVe build in trade policy, and the challenges we will face 

in the years ahead. ' , 




THE POSTWAR RECORD 

Our modern trade policy begins fifty years ago, with the establishment of the GATT after , 

World War II. In that half-century, we have ~educed the world's tariffs by an average of90%; 

eliminated many non-tariff trade barriers as well; created commonly accepted rules governing 

trade in goods, agriculture and services; and ystablished a frameworkJor peaceful resolution of 

disputes. In doing so, we have also advanced basic American values: . personal freedom; rewards 

for hard work and innovation; and open markets under the rule of law . 


. And the results have vindicated these values in practice. Since 1960, trade has grown 
fifteen-fold, and world per capita income doubled. Regions of the world once known for wars 
and poverty '-- Southeast Asia, Latin Americ~; most recently Africa --:have developed at 
astonishing speed. 'China and Russia, great nations which once sought to overthrow the market 

. system, now aspire to join. America's highest-skilled, highest.:.wage industries have boomed, with .. , 
exports rising from $617 billion to $938 billion just since the Clinton A~inistration took office. 

These blessings have extended from the world's richest to its poorest. The dissemination 

of new medicines has helped raise life expectance from 48 years in 1955 to 65 today, and cut 

infant mortality from 148 per thousand to 59. With the growth in agricultural trade, famine has 

receded from all but the most remote cornersi0fthe world. New telecoInmunications and the 

Internet open worlds of information and opportunity to anyone with a. computer te~inal. . 


TRADE IN THE U.S. ECONOMY 

Our leadership in trade has thus benefited the whole world. But it has also meant jobs, 

growth and living standards at home. 


Between 1992 and 1997, our economy expanded from about $7.2 trillion to $8.1 trillion in 
real terms. Exports accounted for over one third, or about $320 billion, of that growth; and for . 
more than 2 million of the 15 million new jobs created under the Clinton Administration. That in 
turn means higher living standards, as jobs supported by goods exports are more productive and 
pay an average of 13% to 16% higher than the U.S. national average. It is no accident that in the 
last two years, average wages have risen from $394 to$438 per week' .. 

Illinois has helped to lead the way, oUr state's $37 billion in goods exports last year 
nearly doubled the $21 billion in goods we exported in 1992. One hundred and twenty-seven 
thousand Illinois workers, including nearly one in five manufacturing workers, are now employed 
because of exports, and the incomes of downstate soybean farmers and grain growers depend on 
nearly $4 billion in farm exports. 

In the future, exports will be still more important to Chicagoans and all Americans. 

Nearly 80% ofworld economic consumption, and 96% ofworld population, are beyond our 

borders. These are the firms, governments andpeople who buy American wheat, aircraft, arid 
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Michael Jordan gear. Ifwe can't sell to them, we will fmd ourselves poorer and less able to lead 
the world than we are today. : : : 

ASIAN FINANCIAL CRISIS 

Where, then, do we go from here? :I 

Well, we must begin with the issue immediately before us. As President Clinton has said, 
the events which began as a currency crisis in Southeast Asia last year have become the most 
dangerous financial crisis the world has faced iin fifty years. 

I ,. I 

, 

Its effects are obvious in our own export figures. Comp~red to last year, our exports to 
the Asia-Pacific region fell $ L4 billion in the first six months of 1998. That includes a loss of $4 
billion, or 12%, in exports to Japan alone, and a loss of fully 70% of our exports to Indonesia. 
The result has been a drop of2.5% in GDP gtowth for us this year, instability in fmandal markets, 
declining farm incomes, and the specter ofjob losses in manufacturing industry. 

Therefore, our top priority is to work with the IMF and affected countries to restore 
currency stability and promote economic recovery. These IMF prognllTIS provide money 
conditioned on reform, and we monitoring the conditionality closely. In' cases such as Thailand 
where the pr<?grams are being implemented, we see good signs. 

However, fi:~sources at the IMF are at historic lows. Every day Congress does not 
approve the Presidcmt's request for IMF funding increases our vulnerability to a crisis, and 
decreases confidenee in global markets. The Senate has now approved full IMF funding by large 
bipartisan majorities twice, but there is a serious bottleneck in the House. At a time when the 
markets are looking to see if the international community has the capacity to deal with these 
crises, passage of IMF funding is critically important. The Congress needs to act immediately. 
• .1. 

Equally important, Japan as the world'k second-largest econo~yplUst act immedi~tely, 
because economic stagnation in Japan makes recovery far more difficult for all of Asia. For 
example, as Thailand's exports to the United States rose by $600 million' in the first six ~onths of 
1997, Thai exports to Japan shrank from by nearly $800 million. Indonesian exports to Japan 
have dropped by a third. We thus believe Jap~ must use fiscal stimulusi to spur demand-led 
growth, address problems in the fmancial system, open its markets and:d~regulate its economy; 

I have just returned myself from the President's meeting with Prime Minister Obuchi. This 
followed a visit to Tokyo, where I discussed b<;>th the financial crisis fill,dour Enhanced 
Deregulation Initiative, including open distribution systems, transparent regulation and rule­
making, and deregulation of telecommunications, fmancial services, housing, medical devices and 
pharmaceuticals. We will closely monitor Japan's implementation ofthe~e commitments and of 
our earlier agreements; as we continue to push:for sustained fiscal stimulus to prevent recession, 
and urgent attention to the problems in the ftruillcial system. ' ' 

, 
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And we are committed to an open market policy at home. We expecta very high trade 
deficit this year, inCluding perhaps a record with Japan. As this happens, we will of course 
continue to enforce our domestic laws against unfair foreign export practices, and we will adopt 
sensible policies in the case ofitnport surge~. But we will remember the lesson of the 1930s, and 
-- as we ensure that countries like China, Argentina, Chile and Brazil do not respond by reverting 
to protectionism-- we will refuse to panic and shut off trade ourselves. That would only hurt our 
trade partners and worsen the crisis. 

I. OPEN MARKETS 

First, we need open markets. Today, foreign trade barriers, ev~n today, remain higher-­
much higher -- than ours. And it is only fair to expect others to give,us the same access we offer 
to them. This is obvious, and it is at the foundation of almost all our trade negotiations, with 
particular countries, regions and multilaterally. . 

To be speeific, during the Clinton Aqrninistration we have negotiated 260 trade 
agreements, from A for Albania to Z for Zirribabwe. These include 35 separate agreements with 
Japan, 13 with Canada and another 13 with the European Union, whic4 altogether have helped 
raise our exports to these trade partners by more than $115 billion. ' 

We have also created five landmark multilateral trade agreements. Two -- the Uruguay 
Round Agreement, which established the World Trade Organization; :and the NAFTA, which has 
ensured that our immediate neighbors are open to our products -- are"very well known. But the 
other three, which we completed in 1997, are;equally significant: the Financial Services 
Agreement, which creates open market cOlllII1itments in financial sectors totalling more than $33 
trillion dollars; the Infonnation Technology A.greement, removing tariffs and other barriers on 
more than $1.5 trillion worth of trade in computers, semiconductors, computer equipment and. 
other goods; and the Agreement on Basic Telecommunications, including 70 countries and over 
95% of world tele(~m revenue in a $750-billion industry. Together, they radically reduce barriers 
to infonnation, communications, and finance; and thus lay a new found~tion for a more open, 
progressive world economy in the next century.. ' ' 

i 

Equally important to us is the enforcement of our agreements. Among the virtues of the 
World Trade Organization and the NAFTA are much improved dispute settlement mechanisms, 
which allow us to hold our partners moreeffe~tively to their commitments than we could in the 
past. The United States has been the most active country by far at the WTO: we have filed forty­
one complaints. We have prevailed in 17 cases so far, winning in eigh~ bases that have completed 
the panel process and successfully settling nine oth.ers. Likewise, we use domestic trade laws -­
Section 301, Special 301 and others -- to ensUre that we are treated fairly. 

'i 

However, we have more work ahead. 'We still face high trade bamers in several fields, 
most of ail in agriculture and services where ~e US is the world leader.: The end of the Cold War 
and the revolution in science and technoJggy h~ve also changed the t:rade landscape. And as trade 
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has grown, the American public naturally is more concerned and interested in trade policy. Our 

strategy thus addn~sses four fundamental challenges. 


MARKET-QPENING AGENDA 
i 

,I , 

The first is further market-opening, with an emphasis on new regional arrangements but 
, also by improving the rules of the world trade system. Let me briefly review the agenda: 

I 
1. Regional Initiatives 

Our own hmnisphere, before the NAFTA Mexico's tariffs averaged 10% while ours 

averaged 4%. The discrepancies we will addfess in the much broader Free Trade Area of the 

Americas -- negotiations began in earnest this!month in Miami -- are ev~n greater. 


'Asia, where through the Asia-Pacific Economic Cooperation f6~ we are looking toward 
free and open trade in the Pacific. This effort began with the Infonnation Technology Agreement, 
and now is addressing nine different industrial sectors such as telecommunications, energy, 
environmental goods and services~ which together account for $1.5 trillion in trade, by November ' 
this year. 

, ,, 

Africa, where our trade relations are oilly beginning to develop. 'But we are working to 

expand exports by organizing more frequent trade missions, negotiating bilateral agreements and 

more fully integrating African nations into the ,World Trade Organization. 


Europe, whe~re we are working to remove barriers and strengthell trade relations with the 
European Union. Technical trade barriers -- for example, the duplicative regulations, unnecessary 
paperwork, and oth"f problems the Trans-Atlantic Business Dialogue has identified -- reduce, the 
value of our exports to Europe by up to 2%, or $3 billion last year. Through the Transatlantic 
Economic Partnership we began, in London last May, we hope to address a number of remaining 
impediments to trans-Atlantic trade, as well as 'problem areas like agriculture. And we will ensure 
that the expansion of the EU to include Poland and other Central European countries-- which we 
support -- will not endanger American economic interests. 

" 

And the Middle East, where we have inaugurated a special progrnm to increase inter­

regional trade, starting with Israel and Jordan, ~o as to help the Middle Eastern countries fmd 

common interests arld therby support the peace process. 


WTq Agenda 

We will also launch negotiations next year at the WTO, when the;United States hosts the 
third conference of the world's Trade Ministers. This meeting, at the end of 1999, will set the 
global trade agenda for the first decade of the new century. And we are preparing an ambitious 
and foresighted agenda. Jr I , : 

-5­

: I 



Global services and agriculture negot,ations are already scheduled to resume, but we need 
to look ahead to other complex issues as wel~. These include government procurement, improved 
intellectual property protection, global electronic commerce, regulatory reform and bribery and 
corruption. " 

I •

' 
END OF THE COLD WAR : 

The second great challenge our trade policy must face is that created by the end of the 

Cold War. ' : 


When the World WarII allies created the WTO's predecessor,the GATT, their work 
represented a real triumph in technical trade negotiations. It also represented a triumph of vision,. , 
because they ultimately decided to include Japan and Germany. 

. . I. 

The reintegration of these two countries into world commerce helped cement peace, both 
in Western Europe and in the Pacific. And today we face an equally profound challenge, with 
equally great implications for peace in the next century. That is the reintegration of our former 
Cold War adversaries -- Russia and China; Ukraine, Vietnam and other economies in transition as 
well -- into the world's rules-based trading system. 

For decades these countries operated economies divorced from the world and antithetical 
,to WTO principles. They' were somewhat different-- the Soviet economy ran on a very stable 
system of planned production, while China shirted from the Soviet model to the communes and 
then to the reform model. But their major featUres were quite similar. 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 regulated industries by arbitrary command rather 
than transparent law. They did very little trade with the capitalist world; and they thus little stake 
in peace and stability beyond their borders. 

, To return to the market, in the words of: a former Central European dissident is like 
"taking fish soup and making it into an aquarium." It is an immensely difficult task, as we see in 
Russia and elsewhere. But it is also a possible task, as we have seen in the case of Poland,.. 
Hungary, the Czech Republic and other Central European nations. They have built the aquarium, 

I " 

and their ability to conform to the rules ofthe trading system has helped: As Poland's Trade 

Minister said last May in Geneva: . 


"Poland's accession to GATT in 1967 helped us to retain institutional links with the 
international marketplace ... when my country was still subjected to a political and 
economic system alien to the aspirations and entrepreneurial spirit of its people. However, 
it has been only after the transformation process was launched at, t~e turn of the present 
decade that Poland could assume her full rights and obligations within the system. Our 
participation in the GATTIWTO frame~ork has helped to consolidate the reform." 

, 
Accession to the WTO, under cOQPllerc~~lly meaningful terms, will thus help these 

,I 
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countries reach thl~ goal. The negotiations w~ conduct on this question are vastly complex, 
involving everything from thousands of individual tariffs to copyright 100w enforcement and 
scientific food mspection standards. They are often slower than we would like. But the results, 
as years go by, will be profound: freer,marketS; openness to the world;'transparency; peaceful 

I , 

settlement ofdisputes; the rule of law. And thus greater prosperity and a more secure peace. 
, 

THE 21ST CENTURY. ECONOMY :~. 

I .. 

The third challenge is that posed by th~ scientific and technological revolution. 

Science is rnovmg ahead, in every field from the Internet and Electronic Commerce; to 
. I 

pharmaceuticals and medical equipment; agric,ulture; environmental technologies; and information 
technology. These are fields in which the US ~eads the world and can gain immensely from open 
trade; and they are ways to raise living standards, advance the principles of open society, reduce 
hunger and·improvl~ health worldwide. 

Our trade p()licy thus seeks to fulfill the promise ofnew technology for better lives as it 
advances our concrete commercial interest. This is the basis of last year's three landmark trade 
agreements on information technology, telecommunications, and [mancial services -- agreements 
so significant that the WTO's Director General calls them 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 GOP. And we are moving forward with 
negotiations for an ITA II for expanded product and country coverage .. 

The Agreement on Basic Telecommunications includes 70 countries and over 95% of 
world telecom revenue in a $750-billion industry. It provides U.S. and foreign companies access 
to local, long-distall(;e and international service;through any 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. 

Last December, we secured the multilateral Agreement on GlobaJ Financial Services, 
including banking, securitieS, insurance and financial data services. It covers 95% of the global 
financial services market, and 102 WTO members now have market-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. 

This is.only a beginning. 
, 

We must extend protection of intellectual property rights beyond basic laws and 
enforcement to protect new technologies.? everything from genetically engineered plant varieties 
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to digital video discs and newly developed computer software programs. 

, ; I . 

We must preserve Internet trade as a duty-free zone. We recently won agreement to a 
"standstill" for tariffs on electronic transmissions, to make sure global electronic commerce can 
reach its full potential. That agreement has t,o be made permanent. 

And we must make sure farmers and ranchers can use safe, scientifically proven techniques 
like biotechnology to make agriculture both more productive and friendly to the environment, 
without fear of encountering trade discrimination. ' ' 

THE SUPPORT OF CITIZENS " ' 

These challenges take our trade agenda to every part of the w()r~d and out into cyber­
space. But just as our trade policy begins wi~h our own national interest, so our last great 
challenge is not abroad but at home. That is, ensuring that as trade grows and becomes more 
important to our economy and daily lives, that the public will continue to support trade policy. 

As everyone here knows, I am sure, trade has become a more c()ntroversial and hotly 
debated topic each year. That is as it should be: we are a democracy, ilIld the public has both the 
right and responsibility to judge our policies based on principle and on results. And it is up to 
those of us who support open trade to respond to public concerns. ' . 

That means a continuing effective response to this year's financial crisis. 
I 

It means a better effort to ensure that the public has the facts about trade: the importance 
of exports in our current national prosperity; the high wages that export jobs pay; the role of the 
trade system in advancing the values of freedom, transparency and the rule of law. 

And it means a response to the fears ana anxieties many Americans have about trade. Will 
growing international competition mean a "race to the bottom" that worsens the quality of life by 
forcing countries to lower environmental standards or labor conditions. We have to address these 
issues in a serious way. 

We must also address some very legitimate concerns about the,institutions of trade. As 
trade grows, its rules and institutions must be open and accessible and responsive to citizens. 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 rumors and 
misinformation. And the solution is simple -- open it up. ' 

Finally, we need,an improved social safety net and an education system which is up to the 
challenge of a more Gompetitive world. Health insurance, unemployment :compensation and job

I ' 

training are there when' any worker loses a job. ,And schools have to make sure kids are ready for 
demanding, high-skill jobs. ' b 

i 
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CONCLUSION, 

None of this will be easy. But let meJalso say that I am very optimistic about our ability 
to meet them. 

We have a record of success, stretching back fifty years, which has made our country 
more prosperous; :improved our lives; and helped create a more peace,ful world. 

We have an agenda which I believe w~ll serve our country well. ! 

And -- as I learned this morning at Von Steuben High School-- we have young people 
. who, are ready for the challenge. 

Thank you very much. And now I will take your questions. 

i . , 
i 

, , 
, 

. I 

" I 

·1 
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I 

i 
Thank you a.ll very much, and thank YQU for that mtroduction. 

, " 

I am very pleased to be here today. But let me say that the truly important day was yesterday, 
when the nine Negotiating Groups in MIami completed the first month, of detailed negotiations on 
the future Free Trade Area of the Americas. 

The next six years will bring their work to conclusion. And the result will be the largestFree 
Trade Area in the world, stretching from Nome to Ushuaia and from Ea~ter Island to Nova 
Scotia; uniting two continents; joining 34 countries and 800 million people in shared interests and 
shared values. 

Over the past four weeks, trade negotiators from each FTAA country began their discussions of 
everything from market access to competition policy, electronic commer,ce, government 
procurement, tarim; and phytosanitary procedures. And as the talks on these often complex or 
controversial issues intensify, the details may obscure the genuinely astorushing dimensionS of the 
total effort. ' 1 

So as the work begins in earnest, I wouid like Ito put it in perspective by addressing four 
questions: the reason we have taken up this ch~l1enge; the obstacles which remain ahead; our 
plans for a successful negotiation; and the res~ts we expect to see on ~t~ conclusion. 

SHARED INTERESTS i 
, I 

, , 1 

The first question is the most basic. Why hav~ we, in the United State~,!embarked on this effort? 
To this there are three, mutually supporting, answers. 

The first two of them have always been there. 

One is geography. The countries of the Western Hemisphere are our netghbors. They will always 
be our neighbors. And it is plainly in our perrhanent national interest to ,have the best possible 
trading relationship with our neighbors. I ! , 

The other is the interests of American citizens. When the talks conclude by 2005, we will see the 
emergence ofan integrated and united hemisphere: a free trade area open to all the democracies 

. of the Americas. It will open trade ingoods ~d services. Ensure fair treatment for farmers and 
ranchers. Guarantee peaceful resolution of disputes under the rule of law. Protect intellectual . 

j ! 
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, 
, 1 

property rights. Reduce the risk of fmancial crisis through open, transparent markets in services." . 
And set an example in all these fields to the world trading system. These I are the conditions under 
which American workers, businesses and entrepreneurs will succeed. 

EARLIER EFFORTS 

Thus, the FT AA has a clear foundation in the nktional interest. This applies to our neighbors as 
much as it does to us'. And so it should come as no surprise that others have come up with the 
• . I ' " .
Idea before us.' ' , , 

The Liberal vision shared by the leaders of Latin America's independence'movements implied 
precisely such a step.. Simon Bolivar himself was the first American leader to propose a 
hemispheric trade conference. And the, idea, in 'one fonn or another, was revived on several ' 
subsequent occasions. Benito Juarez proposed a free trade agreement between the United States 
and Mexico in the 1850s. In 1889, U.S. Secret¥}' of State James Blaine actually convened a . , 
hemispheric conference in Washington, whose goal was hemispheric free trade. 

, 
1 

But all of these effOIts failed. And they failed not because of the the complexity of the task -- a 
trade agreement in 1889, when the only issues "Yere customs procedures and tariffs on agricultural 
products and manufactured goods, would in technical tenns have been far' easier than the task 
before the nine Negotiating Groups in 1998. ~ther, they failed because the third answer was 
missing -- because of a conflict ofperceptions and ideas. ; 

, 
! 1 , 

Latin American intellectuals often viewed the U:S. as an interfering, hegemonic power; saw trade 
. with the US. a~ exploitation; and concluded that the proper course was ptotection. Likewise, 

people ill the United States at times looked south and saw only caudillos, guerrillas, and 
opportunistic politicians denouncing the Yanqui ,to mask inefficiency and corruption at home; and 
drew the same conclusion about hemispheric trace. ' ' . 

Thus, the,separation "fthe Americas by trade brunets was perhaps a lesser obstacle than the 
separation by barriers of psychology, perception and ideas. As Jose Marti ~aid, commenting on 
Blaine's conference in an 1890 address just a few blocks from here: I 

"Barriers of ideas are stronger than barricades of stone." 

SHARED VALUES 

Today, many of these barriers of ideas have come down. Since the end of the Cold War, the two 
pennanent factors of geography and national interest which make the FT AA logical have been 
joined by a third, which makes it possible -- a consensus on values and ide~~. 

Peace: The ability of shared prospeqty to,reduce conflict and prom9te peaceful resolution 
of disputes, within and among nations. ' 

, 
. ! 
2 
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Freedom an.d opportunity: the. modern ,concepts of open markets' and universal education, 
which are the keys to growth everywh¢re and which, almost everywhere in our 
hemisphere. have replaced the sterile battle between statist right and statist left. 

. , 

Social justice: the conviction that fair ~orking conditions, a clean environme~t, protection 
for our natural heritage, and investments in education can and must go together with 
economic growth; , 

The rule of law: a set of impartial standards that protects human 'rights, promotes honest 
and effective government, and ensures 'the peaceful settlement ofdisputes; 

Democracy: the right of the citizen to' contribute to the decisions of government. 

Through these principles, in the space of a decade, the Americas have been transformed. In 
Central America, the sounds ofpolitics are no longer gunshots, but campaign speeches and 
parliamentary debate. Throughout South Amepca, soldiers have left Presidential palaces and 
returned to quarters. Growth has resumed and living standards are rising. Trade has flourished, 
as each part of the hemisphere has taken cruci',il steps toward integration; and as each of these 
steps vindicated and strengthened the values we share. 

THE CARIBBEAN 

In trade terms, the first step was the Caribbean, Basin Initiative, begun in:I983 as a set of 
unilateral American trade concessions and strertgthened in 1986 and 1990. 

CBI was, in its origins, a political policy, aimed at helping to end the wars of the 19808 by giving 
the people of the Caribbean and Central Ameriba economic opportunitY: lIn this it succeeded: as 
CBI's trade and tax benefits created jobs in all the 24 beneficiary countries, the economic and 
social frustrations which lay at the roots of conflict diminished. ' 

I 
! 

But CBI also succeeded as trade policy, with both the U.S. and the Caribbean benefiting from 
closer trade relations. CBI countries' production often complements U.S. production, or is in 
partnership with American firms. The major CBI exporters are also the l~ading markets for U.S. 
products in their region. Since 1989; US goods exports to CBI countries have more than doubled 
from $9 billion to $Jl8.5 billion, supporting an estimated 360,000 jobs in the U.S .. To put this in 
context, last year we: exported only $13 billion to China. And the confidence the CBI 
beneficiaries have gained from this experience has helped them move forward on their own, 
through the Caribbean organization CARl COM and the Central American Common Market. 

eFTA AND NAFTA 
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I 
The second,farmore ambitious, step was the the North American Free Trade Agreement, joining 
the U.S., Canada and Mexico in fully open trade. 

The first move -- the US-Canada Free Tnide *greement -- is now taken; for granted. But let me 
remind you ofsomething -- our trade relationship with Canada is the largest bilateral trade 
relationship anywhere in the world. We trade more with Canada than with the entire European 
Union, or with Japan and China combined. The agrement, therefore, was a techIDcal triumph and 
a demonstration to the hemisphere that full-scale trade integration is pos~ihle. 

L, 
This achievement was deepened and broadened in 1993, when Mexico joined to create the North 
American Free Trade Agreement. As NAFTA! approaches its fifth anniv¢rsary, bilateral trade 
with Mexico has grown from $80 billion to $170 billion. This includes growth in American 
exports from $41 billion in 1993 to likely $85 billion this year, putting M;exico ahead ofJapan for 
the second consecutive year, and behind only Canada as our second largest export market. 

• . I 

NAFTA also proved its value in both the peso crisis of 1995 and the curr~nt Asian financial crisis. 
In 1995, its helped make Mexico's recession shorter and milder than that of 1982, and also to 
withstand the political pressures to restrict trade which ultimately worseried the crisis of the early 
1980s in Mexico. In the first six months of 19?8, as our exports to Asia dropped $14 billion from 
last year's levels, our $11 billion increase in exports to Canada and Mexico helped us preserve 
jobs,and growth. In fact, Mexico is our fastest-growing large export ma~ket. 

SOUTH AMERICAN INTEGRATION 

The same process is well underway in South AfI1erica, with Chile's trade lagreements with its 
neighbors, the Andean Community and the development of Mercosur. Again, these both justified 
and strengthened the: hemispheric consensus. : . 

I 

Chile's market opening, combmed with its trad~ agreements with its neighbors, stimulated 
economic growth of over 8% a year; brought more than a million people out ofpoverty since 
1993; and more than 'doubled per capita GDP. Its economic integration with the world brought in 
$8 billion in foreign investment last year, and increased Chile's exports by over 9%. And 
throughout this period, its commitment to democracy and reconciliation has become an example 
to the. world. I 

Likewise, the integration of Mercosur has benefited all its participants and the outside world as 
well. Since the Treaty of Asuncion in 1991, intra-Mercosur trade has increased by over 400%. 
As intra-Mercosur trade has boomed, Mercosur;'s exports to the rest of the world have increased 
by over $20 billion. And the larger, simpler market Mercosur creates has :allowed our own 
exports to the member countries to grow from l\!ss than $9 billion in 1991. to more than $23 . 
billion last year. ' ' 

THE LESSONS 
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The lessons of this experience are entirely cleat:. 
i ' , 

Trade integration has created jobs, growth and ,mutual benefit, in North Nnerica, in the Caribbean 
Basin, and in South America. i 

And trade integration has both benefited from and strengthened peace, freedom,' democracy arid' 
the rule of law throughout the hemisphere: " 

THE OBSTACLES 
, 

, " , i ' 
Based on geographk reality; based on U.S. interests; based on American values; I believe the case 

, for the FT AA is entirely clear. And that leads tpe to my second question:i what then are the 
obstacles? "i 

I 

For one thing, the barriers of ideas are not entir~ly down. That is clear here in the United States 
in the emotional opposition of both right and left to the North American Free Trade Agreement, 
and in the debate over fast track. But day by day, as U.S. entrepreneurs invest and sell into or . 
import from Latin America, as U.S. students meet their Latin counterparts, as popular culture 
grows closer and commerce more interlinked, tney will continue to fall. As we proceed, we will 
be making our case to the public for the FT AA,' and for fast track authority. It is my hope that 
you, as Council members, academics and busin~sses, will help us in the effort. 

At the same time, tht~ public --: in the United'Sidtes and elsewhere -. clearly expects trade policy 
, to respond more effectively than it has in the past to the concerns of citizens. ' This is natural, as 
,I , 

trade has grown and more deeply affected daily life everywhere. And it is right, as fundamental 
policy decisions in democracies absolutely should be made in consultation with the public. That 
means our FT AA negotiations must pay appropnate attention to substantive issues like the 
relationship of trade to core labor standards, and to the environment. Just as important, they must 
achieve openness and citizen contribution if the results are to be credible. ' 

, , 

Finally, the FT AA negotiations have begun durmg what President Clinton 'bas rightly called the 

most dangerous fmancial crisis in fifty years. This may intensify traditiomil fears about trade 

liberalization. Some may well attribute the crisis to the more open trading world of today. 


But the fact is, the problems evident at the outs~t of the crisis were cause4by the opposite of 
open markets: lack 'of transparency, politically directed loanS, weak rule of law, and consequently 

, debilitated financial institutions. Latin Americans understand this truth perhaps better than most, 
since these were somc~ of the problems at the heart of the Latin American debt crisis of the early 
1980s. And now as then, our efforts to make crises less likely must invol~e greater competition, 
more openness and transparency, and the continued application of the rulei'oflaw -. that is, 
precisely the goals tht: FT AA will promote. ! , 

FTAA NEGOTIATIONS 
...fT 
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And where do we go from here? 

In the next few years, our work must draw front the lessons of all the heJ:l1ispheric trade initiatives 
as we approach the details of an FT AA. Itmus~ address both misperceptitms and legitimate 
concerns about the negotiations and the agreerrtents thus far. And we haVe designed a negotiating 
process, I believe, which will do both. ,! 

The nine Negotiating Groups address every isstie crucial to a hemisphenC:-trade agreement. And 
they will ensure that the result serves the interest of the hemisphere by promoting the use of new 
technologies and methods of trade across the span of these talks, through the creation of a a 
special Advisory Committee to ensure that theFTAA promotes electronic cOn1rnerce, Internet 
readiness and other itinovations.· , 

At the same time, w(: have attempted to erase ~y lingering suspicions ampng the participants by 
assigning significant responsibility to each region -- in fact, to each country. Every country will, 
at some point, lead one of the discussions, from .Nicaragua as Chair of Services in the Miami talks 
this month, to the US and Brazil as Co-Chairs ~f the entire process duripg the last two years. 

( . ; , ; : '' 

And we have recognized the fundamental importance of citizen contribution to trade policy 
through the establishment ofa committee ofgovemment officials from'all:FTAA countries to 
listen to civil society -- business, labor,consumers, environmentalists, academics and others -- and 
present their advice to the Trade Ministers. ' 

FT AA RESULTS 

, Finally, the most important question -- what results do we expect from ail this? 

First, as directed by the Miami Summit, we will:see "concrete progress by:the end of the century." 
Most immediately, we plan to reach agreements on common sense, concrete business facilitation 
measures. These could include a code of conduct for customs integrity; improved cu~toms 
procedures for express shipments; transparency ~nd due process in government procurement; or 
mutual recognition agreements in the licensed professions. ' 

• ,_1 

And by 2005, at the end of the talks, we will see: a rigorous, comprehen~iv~ trade agreement. All 
the trade barriers of the hemisphere are up for negotiation in Miami, in industrial goods, ' 
agriCUlture and services. This will create the world's largest free trade area, expanding trade, 
accelerating growth, attracting investment from hn over the world and cementing our strategic 
position in the hemisphere. And we can aspire t6 results well beyond trade. , 

. 1 

The FT AA will create jobs and growth through larger, simpler and fairer markets. It will 
raise the standard of living, as families benefit from better quality at1d low~r prices. It has the 
potential to make growth more stable,as open markets fu services encoUrage competition, 
transparency, and impartial regulation of financial systems, telecommunications, insurance and 
other industries basic to a modem economy. An? it can improve the qualitY of life, as improved 
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! 
intellectual property protection offers access to new medicines, artistic works and forms of 
.entertainment; an open market in environmental goods and service~ helps reduce and prevent 
pollution; and integration promotes deeper cultural exchange. 

-- The FTAA C'ill also help us reach our tr~de goals outside the hemisphere. As early as next 
September, the nine FTAA Negotiating Groups: are scheduled to produce "annotated outlines" of 
the FT AA chapters in each area. These outlines will help us reach consensus on such difficult 
issues as subsidies and other trade distorting practices in agriculture; mar~et access and 
liberalization in services; effective copyright prQtection in emerging technologies; and 
transparency in government procurement. Thus, as negotiations on all these topics begin at the 
WTO next faU, we will move toward a cohesive Western Hemisphere position that enables us to ' 
promote our shared interests more effectively worldwide. ! 

The FTAA also has the potential to improve governance within and among nations. Open 
and fair procurement practices can raise standards of honesty and transparency. The higher 
growth rates created by trade can raise revenue for schools, environmental protection, law 
enforcement and oth(~r essential services. And new dispute settlement procedures will enhance 
our ability to peacefully and fairly resolve econ~mic disagreements through the rule of law. 

Most important, both the negotiations and the FTAA, if done in the spirit envisioned at the 
Summits, can further strengthen the values of openness, accountability, arid democracy which the' 
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Ambassador Charlene Barshefsky 

U.S. Trade Representative 


New York CoUncil on Foreign Relations, 

, ' 

t . ;' 
October 1, 1998 ' I 

Good evening, everyone. Thank you, Bob for that introduction; and thanks to the Council 
for inviting me here today. 

I 

Next year, the United States will host the 3rd Ministerial Conference of the World Trade 
Organization. The Mi~isterial wili highlight to the world our strengths -- everything from 
agriculture and high technology to entertainment -- and open negotiations of great importance to 
the United States on agriculture, services, and more. As we choose a,site, and begin to plan the 
organization of these negotiations and their 'contents, we will focus intently on a vast range of 
issues that will fbrm the global trade agenda for the turn of the century and the decade beyond. 

So as we begin, I plan this evening to place the effort in a broader context: the critical 
importance of the trading system to our aspirations for prosperity and for peace today; and some 
thoughts as to where it might go from here. And let me begin with a look backward. 

_ ,_ f 

THE ACCOMPLISHMENT , 

The multilateral trading system today dates back to the establi'shment of the General 
Agreement on Trade and Tariffs in 1948: aidate which marked both art historic low'and a new 
beginning. Twenty years of rising protectionism after World War I h~d cut trade by nearly 70%. 
Russia and China had seceded from the world economy; Japan and Germany, the former Axis 
powers had not yet returned to it. Even the Allied nations separated themselves from one another 
by high tariff walls. ' 

Today most of the mistakes of the 1920s and 1930s have beet;! repaired. The development 
of the GATT and now WTO, led by the Uruted States through eight negotiating RoUnds has 
created a contractual set of rules accepted by more than two-thirds of the world. They have 
reduced tariffs on merchandise trade by an average of 90%, and more recently led to rules on 
intellectual property, investment, services and dispute settlement. Arid their results have been 
remarkable. 

, Since 1960, global trade has grown fifteen-fold; world production. quadrupled; and world 
per capita income doubled. Regions of the world once known for p6verty and wars --Southeast 
Asia, Latin Aml~rica, most recently Africa ~- have developed at astonlshirig speed. China and 
Russia, which once sought to overthrow the market system, have applied to join it. And 
America's highl~st-skilled, highest-wage illdustr,ies have boomed, with exports rising over 50% in 
the last five years. 



All this means prosperity and better lives. The spread ofnew medicines and medical 
equipment helped world life expectancy grow from 48 years in 1955 to 65 years today, and infant 
mortality fall from 148 to 59 per thousand. ;Growing agricultural trade has made famine recede 
from all but the most remote or misgoverned comers of the world .. Arid daily life is enriched in 
perhaps small but remarkable ways. As the novelist A.S. Byatt writes; these are years when: 

"men and women hurtle through the air on I?etal wings, when they wear webbed feet and 
walk on the bottom of the oceans ... when folk in Norway and Tasmania in dead of winter 
could dream of fresh strawberries, dates, guavas and passion fruits and fmd them spread 
next morning on their tables." ' 

The question, of course, is whether this is enough. It is not; and I ;Vill support that by 
offering four ways to look at the trading system. 

. 	 I 
,! !

I 

I. 	 A SET OF RULES 
i 

First, the trading system is a contractual set of rules that spur growth. These have 
advanced from industrial tariff cuts in 1948 to regulation ofnon-tariff barriers, technical 
standards, intelle;::tual property, agricultural ~ubsidies, services and more. But they can still be 
much better. 

1. Market Access for Agriculture and Industry 

Improved market access is a must --1because trade barriers reni:ain, and from a purely 
American perspective, some of them are highest where we are at our best. 

. 	 ; 
I 

I 
Agriculture is the classic example, and a field where the next WTO negotiations offer 

immense potential for direct, concrete benef1ts to Americans. Here w~ envision negotiations for 
broad reductions in tariffs, the eliinination of export subsidies, and further reductions in domestic 
supports linked to production. We must seek transparency and improved disciplines on state 
trading enterprises, and ensure that the world's agricultural producers can use'safe, beneficial 
scientific techniques like biotechnology without fear of trade discrimination. 

Governm:mt procurement is another:example. Worldwide, goyernment purchases are 
over $3.1 trillion per year. Much is in sectors where America sets the:world standard:' high 
technology, telecommunications, construction, engineering, aerospace and so forth. At present, 

Ii'

however, only 26 of the 132 WTO Members belong to the plurilaterhl;WTO Government 
ProcUrement Agreement; and procurement is notoriously liable to in~ider deals and favoritism, 
bribery and corruption. I 

Thus we aim both to bring more countries under existing disciplines, and to seek interim 
agreement on transparency in procurement to create more predictable and competitive bidding 
throughout the world. This would help 'our fiq:ns; promote accountability in government 
expenditures; and complement international :efforts against corruption.j 

. 	 I 
i 



, I 

2. Openness and Transparency in Services 

Still more important, improved rules can help create a less volatile international economy 

with reduced risk of economic crises. : 


I ' ' 
The extraordinary growth of world-wide capital markets, some of which lack the stable 

economic and regulatory foundations of well-established markets, has brought with it new sources 
l 

of instability and risk. And that has never been more clear than this ye<U'. 

The Asian financial crisis has been devastating to the countries.most affected, destabilizing 
to others and dangerous even for us. And it has shown how us rapidly growth overseas can come 
to a halt. How quickly our overseas markets can shrink. And how pr9foundly this can affect the 
income of farm families in North Dakota; the jobs of factory workers ~ California; and the health 
of fmancial markets here in New York. And if the trading system cannot help address these 

I 

problems, quite a few people 'will see it as part of the problem. 

Trade liberalization did not cause the financial crisis and must not become its victim. One 
part of the solution will come not only through market opening in gen~ral, but in services in 
particular. At the root of the first phase of the Asian fmancial crisisw.ere weak and protected 
financial sectors, insider deals in construction and properties, lack of competition and 
transparency, and inadequate professional legal and accounting servicys. 

, . 

The GATS rules established in 1994, and last year's global Financial Services Agreement, 
are a foundation. And we can build upon it .for broader transparency and liberalization in a range 

I , 

of services sectors. This means binding open more sectors, opening markets on a 
noridiscriminatory basis; preventing discrimination against particular methods of delivering 
services; and promoting fair competition, h6nesty"transparency and consumer protection in 
regulation. Success will mean a more open and transparent world as well as concrete benefits for 
important American industries; and this is al~o likely to contribute to a; less volatile, less risky 

. world for everyone. 
I 

3. Membership'in Spirit as Wellas Letter 

We must also ensure that rules are ellforced in spirit as well as 'letter. 

Several countries -- in particular Jap*n and its emulators -- have been members of the 
GATT system for almost 50 years but maintained home markets essentially hostile to foreign 
competition. While successive negotiating ~ounds lowered formal barriers, their markets 
remained opaque and driven more by informal cliques than by laws, rules and contracts. As we 
approach new negotiations, we must ask ho,:" the WTO can correct t.Q~se problems, and prevent 
similar ones from arising in the future. !I 

4. Transparentiand Honest Markets, I 
, I 

, 

Linked to this is our approach to cOIJ?-petition policy, and bribery and corruption. 



, 
Competitive market structures and sound antitrust law enforcement are crucial to most national 
economies. They can also be fundamental to healthy trade. And as more companies operate in 
many different countries, we face the need for greater international cooperation -- and ultimately, 
the question of the feasibility of an international' regime in these areas.: 

, 
! I 

Such a regime cannot be created quickly or simply. WTO members have very different 
antitrust policies, both in the substance of laws and in enforcement. Almost half have no 
competition laws at all. What is critical, ho~ever, is that we develop an international culture of 
competition and sound antitrust enforcement, built on shared experience, bilateral cooperation and 
technical assistance. From that base we should focus on. the most egregious.practices -- e.g. hard· 
core cartels. And over the long run that will provide a foundation for amore comprehensive 
regulatory framework for competition.policr. 

. I 
I 

With respect to bribery and corruption, our main efforts have t,hus far come in the OECD. 
Here, two years ago we won a recommendation to prohibit the tax deductibility of bribes in 
international business transactions, and last year a 34-nation Convention requiring governments to. . 
make such bribery a criminal offense. The WTO can also playa role, for example in customs 
valuation as well as in the government procurement talks. As we gain more experience, the WTO 
can ultimately build upon the work of the O~CD to establish a truly.\V0rld-wide regime against 
bribery and corruption. 

II. A SET OF MEMBERS 
, . . ; . '. " . 

That is one way to look at the trading system: as a set of rules ~to spur sustainable growth. 
In a second sense:, the trading system is a contributor to peace. I 

, 
Since 1947, the GATT system has grown from 23 mostly Latin American and Western 

countries to 132 nations from every region of the world. And here the remaining work is clear: 
the integration of the 1.5 billion people who remain outside the system, most of them in China, 
Russia, Vietnam and other reforming commUnist nations . 

. I 

This is an extraordinarily important task in trade terms alone --: the new applicants are 
among the world's largest countries and mo~t active traders. And still more important are its 
implications for a stable peace in the 21st cdntury, because peace is less secure when major 
countries are outside the rules of the world yconomy. Completing the rules-based system, then, is 
the equivalent afl:er the Cold War to the reintegration of Japan and GeImany after World War n. 

But while the goal may be clear, the .path to it is difficult. The continuing advances in 
rules mean that WTO standards are progressively more difficult for new members to meet. And 
these countries arguably began further from those standards than any .previous group of 
admissions. ' 

For decades they operated economies d,ivorced from the capitalist world and antithetical 
to WTO principi<!s .. They were not identical -- the Soviet economy ran on a very stable planning 
system, while China shifted rapidly from So~iet planning to comm~ef and then the reform model 



, 
I 	 . 

-- but their major features were similar. They allowed no private business other than a few small 
farms and foreign factories. They had no independent judicial system; and consequently no rule of 
law. They did little trade; and thus had little stake in peace and stability beyond their borders. 

I' . ! i 
! 	 j , 

To move from this to a market system is an immensely difficu~t task. In the words of a 
former Central European dissident, it is "lik~ taking fish soup and turn,ing it into an aquarium." 
We see that in Russia and we see it in China. But Central Europe has 'built the aquarium, and its 

(. 	

experience teaches us that WTO disciplines are a great contributor to reform. At the most recent 
WTO Ministerial, Minister Steinhoff of Poland said: 

! 	 I 

"Poland's accession to GATT in 1967 helped us to retain institutional links with the 
international marketplace ... when my country was still subjected to a political and 
economic system alien to the aspirations and entrepreneurial spirit of its people. However, 
it-has been only after the transformation process was launched at the tum of the present' 
decade that Poland could assume her full rights and obligations within the system. Our 
participation in the GATTIWTO framework has helped to consolidate the reform." 

I 

Thus, to support rather than undermine both domestic reform in the former communist 
countries and the rules of the trading system, these countries must be brought in on the right 
terms. 	The result must be enforceable commitments to open markets;i transparent, non­
discriminatory regulatory systems; and effective national treatment at the border and in the 
domestic economy. 

. i ' ~ .. 
This requires patience, as we have said many times. And it wi~l require transition periods 

in a number of areas. But the reward -- the integration of the last gre:it countries outside the 
trading system; a stronger peace in the next ;century -- will be worth tlie effort. . 	 . i 

III. A SPUR TO PROGRESS I 
I 

: :" 
In a third sense, the trading system i~ a spur to scientific andt¢chnological progress. 

I 	 '. 

In medicine, environmental protection, agriculture, entertainment, transportation, materials 
science, information and more, science is aqvancing at extraordinary speed. This offers the world 
tremendous potenHal to increase wealth, raise productivity, improve health care, reduce hunger, 
protect the environment and promote education. And in pursuit of these goals, trade policy must 
aim, consistent with national security, to ease, rather than impede, the development and 
commercialization of new technologies. ' 

To succeed, we must improve the system's institutions and negotiating methods. In a 
worldwhere suc(:essive generations of new products arise in a matter of months, and both 
information and money move instantaneously, we can no longer take s,even years to finish a 
negotiating Round, or let decades pass between identifying and acting on trade barriers. We will 
have to move faster and more efficiently,k : 

Ii 	 I 
I 

We must also make the WTO rules more effective in facilitating the advance of science 
, . , 

I : 
I 

I 
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and the commercialization of new .technologies. This begins with intellectual property. Here, the 
. system can be improved both in terms of patents, particular for biotechnology products, and in 

terms of the copyright treatment of new information technologies, cOlnputer software and the 
Internet. 

And we must ensure that the system is open to new methods of trade. Our particular 
focus here is global electronic commerce. This can bring consumers a vast range of benefits in 
everything from arts and entertainment to in;tproved health care through telemedicine to easier and 
safer travel. It can also help trade by allowing individuals to become entrepreneurs more easily, 
and by applications to technical trade issues, such as customs procedures. 

I 
i 

Today, the world of electronic transmissions is, in traqe terms,~pristine. No WTO member 
considers electronic transmissions as imports subject to customs duties. There are no customs 
duties on cross-border telephone calls, fax messages or computer data links. We want to keep the 
Internet that way, Thus, in May we won world agreement on a "stanqstill" on customs duties on 
electronic transmissions, as a first step to make sure electronic comme'rce remains a catalyst for 
expansion of trade, and consequently prosperity, choice and the qualitY of life. 

IV. A SERVICE TO.CITIZENS 
I 

The fourth -- and to me most important -- way to look at the trading system is as an 
institution which serves ordinary people. And thus our most important task is to ensure that as 
trade grows, trade policy and institutions like the WTO continue to m~et the concerns of citizens .. 

1. 	 EnviroruTIent and Labor Issues 
! 

In one sense, this means responding to the substantive concern that economic growth must 
go together with a rising quality of life. . 

For example, creation of prosperity through open trade, protection of the environment and 
public health, and the rights of workers, should be basic goals of all wrrO members. These goals 
need not conflict. In fact, if we are ~ensible land foresighted, they can lJe mutually supportive. 

I . 

Our first task in trade and the environment is to find areas in w~ich eliinination of trade 
barriers will itself mean a cleaner environment and the conservation of natural resources. The 
negotiations in APEC to eliminate barriers to trade in environmental goods and services, for 

. example, can help countries monitor, clean up and prevent pollution. ! 

At the same time, as the trading system ensures that members do not u~e environmental 

standards to disguise proteCtionism, we must be sure that elimination of trade barriers does not 

compromise high levels of protection for th~ environment and for health and safety. And the . 

system must work together with multilateral environmental agreements.. . 


i1r 
I ' 	 ,1 

This has been a top priority ever since the Uruguay Round, wh:en we insisted on creation 
of a Committee on Trade and the Environment as a very important initial step. But progress in 



I . 
.' 

the Committee has been slow. We are thus proposing to the WTO toschedule a high-level 
meeting on trade: and environment, which can Offer direction and new energy in advance of the 
1999 Ministerial. . : 

! 
Likewise, the public must be confident that trade contributes ~o, rather than undermines, 

the well-being ofworking people. Thus, core labor standards -- banning forced labor and 
exploitive child labor, guaranteeing the freedom to associate and bargain collectively, eliminating 
discrimination in the workplace -- must be actively pursued. These are fundamental human rights 
and common concerns. Just as the WTO can work more effectively with international financial 
institutions, it can work more closely with the International Labor Organization to promote them .. 

2. Democratic Values 

Responding to the conce~s of citi~ns also, however, means reforming the institutions of 
trade. These institutions must be ~pen and;accountable if they are to succeed in decades to come. 
For example, tht:: World Trade Organization should let people watch arguments before dispute 
settlement panels.' The fact that it does not is wrong in itself and a breeding ground for 
misinformation: The lJnited States, as the leader in establishing the WTO and the dispute 
settlement system's most active user -- we have initiated and won more cases than any other 
member -- will lead by example in the solution. Thus, President Clinton was the first world leader 
to offer to open all the disputes in which we participate to public obs((rvers. 

CONCLUSION 

Our challenge, then, is clear. 

For fifty years, beginning with the establishment of the GATT, we have helped to make . 
the world wealthier and more peaceful through freedom, open markets and the rule of law. As we 
look ahead, the task we see is nothing less than the completion of this: achievement. 

A set of rules which fit the more open, integrated modem world; which help both to 
spread the blessings of prosperity, and prevent or minimize the crises :to which we are now all too 
vulnerable. 

Integration, on the right terms, of great nations once our bitter enemies and now seeking 
to join the World Trade Organization and the system of open marke~ under law it represents. 

A higher quality of life, as new technologies improve schools.and hospitals while they 
foster artistic expression and freedom of speech. 

And a trading system which better reflects the basic values of American governance: 
opelmess, accountability, the right of the citizen to speak to the policies of nations. 

It is a large responsibility; but history gives us every reason to be confident of success. 
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Good afternoon. Thank you all for coming. 
, 

It is my great pleasure to share with you,some thoughts about our trade policy agenda. 
Whether it is enforcement of agreements, development of the multilateral trade system, or our 
regional and bilateral negotations, we have a busy schedule ahead. 

My remarks today will touch on each ofthese topics. But I would'like to put the agenda 
in the context of a few broader challenges I beli~ve our ,coUntry must address. And let me begin 
with a look at the record of the past. ' 

THE POSTWAR RECORD 

Our modern trade policy began with the ~stablishrnent ofthe GAIT in 1948: a date which 
marked both an historic low and a new beginning. Twenty years of rising protectionism after 
World War I had cut trade by nearly 70%. Russia and China had seceded ,from the world 
economy: Japan and Germany, the former Axis: powers, had not yet retur:ned to it. Much ofwhat 
we now call the "developing world" was shut off from trade by "colonial preference" systems. 
Even the Allied nations separated themsdves from one another by ~gh tariff walls. 

, " Today, after fifty years ofwork, most ofthe mistakes of the 1920s:and 19305 have been 
repaired. The development of the GATT and now WTO, led by the United States through eight 
negotiating Rounds has created a contractual set of rules accepted by more than two-thirds of the , 
world. They have reduced tariffs oil merchandise trade by an average of90%, and more recently 
led to rules on intellectual property, investment, agriculture, services and dispute settlement. ,Our 
bilateral negotiations" and regional integration efforts such as that begun with the establishment of 
the European Union's predecessor organization in 1950, have further contributed to open trade. 

, . , . 

ITS RESULTS 
" I 

these efforts are based on a recognition of mutual economic benyfit, and on fundamental 

American values: personal freedom; rewards for hard work and innovation; and open markets 


, , ' 

under the rule of law. And the result~ have vind,icated these values in practice. 

Since 1960, trade has grown fifteen-fold, and world per capita income doubled. Regions 
of the world once known for wars and poverty -~ Southeast Asia, Latin America, most recently 
Africa -- have developed at astonishing speed. China and Russia, grea~ nations which once sought ' 
to overthrow the market system, now aspire tojoin. America's highest-skilled, highest-wage 
industries have boomed, with exports rising 50% since the Clinton Administration took office. 



, 
. These blessings have extended from the world's richest to its poorest. The dissemination 

of new medicines has helped raise life expectanc~ from 48 years in 1955 to 65 today, and cut 
infant mortality from 148 per thousand to 59. With the growth in agricultural trade, famine has 
receded from all but the most remote comers of the world. . . 

TRADE IN THE U.S. ECONOMY 

And our ability to sell to the larger market trade policy has createdineans jobs, growth 
and living standards here in America.: ' . 

Between 1992 and 1997, our economy expanded from about $7.2 trillion to $8.1 trillion in 
real terms. Exports a(:counted for over one third; or about $320 billion, ~fthat growth; and for 
more than 2 million of'the 15 million new jobs created under the Clinton Administration. That in 
turn means higher living standards, as jobs supported by goods exports are more productive and 
pay an average of 13% to 16% higher than the U;S. national average. It. is no accident that in the 
last two years, averag(: wages have risen from $3'94 to $438 per week. 

And if exports are important to us today, they will be more so in the future. Nearly 80% 
of world economic consumption,and 96% of world population, are beyond our borders. These 
are the firms, governments and people who buy American wheat, aircraft and entertainment. If 

I . 

we can't sell to them, we will find ourselves poorer and less able to lead the world in the next 
century than we are today. 

ASIAN FINANCIAL CRISIS 
. . 

Where, then, do we go from here? I would say that we mustaddres~ five fundIDnerttal 
issues. One is an immediate emergency, and so Idt me begin with that.' I 

As President Clinton has said, the events which began as a set of currency devaluations in 
Southeast Asia last year have become the most dangerous financial crisis the world has faced in . 
fifty years. It has been devastating to the affected; countries; to cite just one !especiaUy painful 
effect, the Thai Minisoy of Education announced :last week that 250,000 Th~i children have left 
school because their p~trents can no longer pay tu,tion fees. It has threatene~ emerging markets 
all over the world, and it is leaving a mark on us. 

Today, two in five containers leave the port of Los Angeles empty. That is an index to a 
sheer drop in exports affecting manufacturers and: farmers all over America ... Compared to last 
year, our exports to the Asia-Pacific region were down $14 billion in the first six months of 1998. 
That includes a loss of $4 billion, or 12%, in exports to Japan alone, and a loss of fully 70% of 
our exports to Indonesia. The result has been a drop of2.5% in GDP groWth for us this year, 
. instability in. fmancial markets, declining farm inCQmes, and the specter ofjob losses in 
manufacturing indusny. ' 

,, , 
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Therefore, our top priority is to work with the IMF and affected countries to restore 
currency stability and promote economic recovery. These IMF programs provide money 
conditioned on reform, and we monitoring the cbnditionality closely. In cases such as Thailand 
where the programs are beirig implemented, we see good signs. 

However, resources at the IMF are at historic lows. Every day Corigress does not' 
, I 

approve the Presidenfs request for IMF funding increases our vulnerability to a crisis, and 
decreases confidence in global markets. The Senate has now approved full ,IMF funding by large 
bipartisan majorities tllVice, but with only days left in the Congressional session the House has yet 
to act. Ata time wheIl the markets are looking to see if the international community has the 
capacity to deal with these crises, passage of IMF funding is critically important. 

! ; 

Equally important, Japan as the world's second-largest economy must act immediately-­
for Japan's own self-iIlterest, and because economic stagnation in Japan makes recovery far more 
difficult for all ofAsia. ,Every Asian country affected by the crisis -- Korea, Thailand, the 
Philippines, Malaysia, China -- has seen their exports to Japan drop this year. The longer this 
continues, the more serious Asia's economic problems will b~come; the more we risk 
protectionist pressures here in America; and the n;J.ore difficult will be the world's task in 
addressing this crisis. We thus believe Japan must use fiscal stimulus to spur demand-led growth, 
reform its financial system, open its markets and deregulate its economy., : 

,
\ 

' 

And we are colnmitted to an open market'policy at home. We will"of course, enforce our 
laws against unfair fon~ign export practices, and adopt sensible policies in case of iinport surges. 
But we will remember the lesson of the 1930s, and -- as we ensure that countries like China, 

! I : 

Argentina, Chile and Brazil do not respond by reverting to protectionism --:we will refuse to 
panic and shut off trade ourselves. That would only hurt our trade partners:and worsen the crisis. 

, I , 

FOUR CHALLENGES 

Let me now tuln to our four longer-term c,hallenges. In years ahead~ trade policy muSt: 
, I 

further open world markets; 

respond to the (~conomic and trade implications of the end of the Cold War; 
,I 

ensure that the United State~ can take advantage of and continue to lead the scientific and 
technological revolution; and 

retain the support of citizens as trade continues to grow. 

1. OPEN MARKETS 

Let me begin with the first of these: op~nmarkets~ Foreign trade barriers, even today, 

, I 
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remain higher ~- much higher -- than ours. And it is only fair to expect others to give us the same' 
access we offer to the~m. This is obvious, and it is at the foundation ofalmost all ouf trade 
negotiations, with paIticular countries, regions arid multilaterally. " 

. . , 

To be specific, during the Clinton Administration we have negotiated 260 trade 
agreements, from A for Albania to Z for Zimbabwe .. These include 35 separate agreements with 

. Japan, 13 with Canada and another 15 with the European Union, which altogether have helped 
raise our exports to these trade partners by more'than $115 billion. . i 

, I· 

.' I 

We have also created five landmark multilateral trade agreemelJ.ts. ;Two -- the Uruguay 
Round Agreement, which established the World Trade Organization; and the NAFTA, which has 
ensured that our immediate neighbors are open to our products -- are very well known. But the 
other three, which we completed in 1997, are equally significant: the FinanCial Services 
Agreement, which opens markets in fmancial sectors totalling more than $~8 trillion dollars; the 
Information Technology Agreement, removing tariffs and other barriers on,over $1.5 trillion in 
trade in computers, semiconductors, computer equipment and other goods; and the Agreement on 
Basic Telecommunications, including 70 countries and over 95% of world telecom revenue in a 
$750-billion industry. Together, they radically reduce barriers to information, communications, 
and fmance; and thus lay the foundation for the 21st-century economy. 

Equally important to us is enforcement. ~greements mean something to us only in so far 
as our trade partners live up to them. The improved dispute settlement mechanisms of the WTO 
and NAFT A let us make the most of our work, and we use them vigorously. The United States 
filed 41 WTO complaints so far, more than any other country. And we have already prevailed in 
17 cases, winning eight through the panel proces~ and successfully settling nine others. 

However, we have more work ahead. We still face high trade barriers in several fields, 
most of all in agriculture and services where the 'VS is the world leader. The end of the Cold War 
and the revol~tion in science and technology have also changed the trade landscape. And as trade 
has groWn, the American public naturally is more concerned and interested In trade policy. Our 
strategy thus addresseii four fundru:nental challenges. 

MARKET-OPENING AGENDA 

I " 

The firstis further market-opening, with an emphasis on new regional arrangements but 
also by improving the rules of the world trade system. Let me briefly review the agenda: 

I. Regional Initiatives 

Our own hemi~;phere, before the NAFTA Mexico's tariffs averaged 10% while ours. 
averaged 4%. The discrepancies we will address:in the much broader Free Trade Area ofthe . 
Americas --. negotiations began in earnest this month in Miru:ni - are even greater . 

. ,.. 
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Asia, where through the Asia-Pacific ECQnomic Cooperation forum we are loqkiug toward 
free and open trade in the Pacific. This effort began with the Information Technology Agreement, 
and now addresses nllle industrial sectors such as telecommunications, energy, environmental 
goods and services, which together account for $1.5 trillion in trade, by November this year. 

i . 
Africa, where our trade relations are only' beginning to develop. Blit we are working to 

expand exports by organizing more frequent trade missions, negotiating bilateral agreements and 
more fully integrating African nations into the World Trade Organization; ; . . i .. 

I 

Europe, where we are working to remove barriers and strengthen trade relations with the 
, European Union. Technical trade barriers -- for example, the duplicative regulations, unnecessary 

paperwork, and other problems the Trans:-Atlantip Business Dialogue has identified -- reduce the 
value ofour exports to Europe by up to 2%, or $3 billion last year. Through the Transatlantic 
Economic Partnership we began in London last May, we hope to address a number of remaining 
impediments to trans-Atlantic ~ade, as :well as problem areas like agriculrure. And we will ensure 
that the expansion of the EU to include Poland and other Central European, countries -- which we 
support -- will not endanger American economic interests. 

, " 

And the Middle East, where we have inaugurated a special prograrri to increase iriter­
regional trade, starting with Israel and Jordan, so as to help the Middle Eastern countries fmd 

common interests and therby support the peace process. 


WTOAgenda 

We will also launch negotiations next yetir at the WTO, when the United States hosts the 
third conference oftht:: world's Trade Ministers. This meeting, at the end of 1999, will set the 
global trade agenda for the first decade of the new century. And we are preparing an ambitious 
and foresighted agendil. ' :,' . 

Global services and agriculture negotiations are already scheduled to resume, but we need 
tolook ahead to other complex issues as well, including government procurement, improved 
intellectual property protection and global electronic commerce. ' 

, END OF TH~ COLD WAR 
. ( : 

The second gre:at challenge is that created by the end of the Cold War. 

When the World War II allies created th~ IGAIT, their work repre~~nted more than a 
triumph of technical trade negotiations ~ it also represented a triumph of vi~ion, because they 
ultimately decided to include Japan and Germany', The reintegration ofth~se two countries into 
world commerce helped cement peace in Weste~ Europe and the Pacific." 

Today we face an equally profound challenge, with equally great implications for peace in 
. I I . , ! , 



the next century. That is the reintegration of oUf; former Cold War adversaries -- Russia and 
China; Ukraine, Vietnam and other economies in transition as well -- into the WTO. 

I . 
For decades these countries operated economies divorced from the world and antithetical 

to WTO principles. They were somewhat different -- the Soviet economy ian on a very stable 
,system of planned production, while China shifted from the Soviet model to the communes and 
then to the reform model. But their major features were quite similar. They allowed virtually no 
private business other than a few foreign factorie? and small-scale privat~farms. They had no 
independent judicial system, and consequently regulated industries by arbitrary command rather . 
than transparent law. They did very little trade with the capitalist world; arid they thus liWe stake 
in peace and stability beyond their borders. 

To return to the market, in the words of a: former Central European :dissident, is like. 
"taking fish soup and making it into an aquarium.:' It is immensely difficult, as we see in Russia 
and elsewhere. But it is also possible; we know that because Poland, Hung'ary, the Czech 
Republic and other Ce:ntrat European nation hav~ done it. They have buil,t the aquarium, and the 
disciplines of membership in the WTO, as Polarid's Trade Minister pointed out last May in 
Geneva, have helped them do it. 

Accession to the WTO, under commercially meaningful terms, will thus help the transition 
economies achieve their own goals as well as improve market access for Americans. And while 
the negotiations are slow and complex, the results will be profound as years go by: freer markets; 
openness to the world;. transparency; peaceful settlement ofdisputes; the rule of law. And thus 
greater prosperity and a more secure peace. 

, I 

THE 21ST CENTURY ECONOMY 
• I 

The third chalkmge is that posed by the scientific and technological revolution. 
" 

Science is moving ahead, in every field from the Internet and Electr<?nic Commer.ce; to 
pharmaceuticals and medical equipment; agriculture; environmental technologies; and information 
technology. These are fields in which the US leaqs the world and can gainirnmensely from open 
trade; and they are ways to raise living standards,:advance the principles Dfapen society, reduce 
hunger and improve Malth worldwide. 

, . 

Our trade policy thus seeks to fulfill the promise of new technology for better lives as it 
advances our concrete commercial interest. This js the basis oflast year'stJ;rree landmark trade 
agreements on information technology, telecommUnications, and fmancial services. And they are 
only a beginning. In the next few years, we have an opportunity both to ~pen new high-tech 
,industrial sectors, and to address three broader issues: . I 

Intellectual PropertY Rights -- We must e~tend protection of intellectual property rights . 
beyond basic laws and enforcement to prgtect ne,,:, technologies like genetic~lly engineered plant 

, 
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varieties to digital video discs and newly developed computer software programs. 

Global Electronic Commerce -- We must:preserve Internet trade asa duty"Iree zone. We 
recentlY'won agreement to a "standstill" for tariffs on electronic transmissions, to help global 
electronic commerce reach its full potential. Tha~ agreement has to be m~de permanent. 

Biotechnology -- And we must make sure farmers and ranchers can ~se safe, scientifically 
proven techniques like biotechnology to make agriculture both more produytive and friendly to 
the environment, without fear of encountering trade discrimination. 

. , I 

THE SUPPORT OF CITIZENS~ 

These challenges take our trade agenda to every part of the world and out into cyber­
space. But just as our trade policy begins with our own national interest, SQ our last great 
challenge is not abroad but at home. That is, ens¢ng that as trade grows and becomes mote 
important to pur economy and daily lives, that the public will continue to~~pport trade policy. 

As everyone Mre knows, I am sure, trade Ihas become a more conh-~versial and hotly 
debated topic each year. . That is as it should be: VIe are a democracy, and 'the public has both the 
right and responsibility to judge our policies based on principle and on results. And it is up to 
those of us who support open trade to respond to:public concerns. 

That means a continuing effective response to this year's financial crisis. 
: 

It means a better effort to ensure that the public has the facts about trade: the importance ' 
of exports in our curreilt natiorial prosperity; the lligh wages that export jobs pay; the role of the 
trade system in advancing the v(llues of freedom, transparency and the rule of law. 

And it means a respon 
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As D~llvered 

"Manufacturing and America's Trade Agenda" 

Ambassador Charlene Barshefsky 

United States Trade Representative 


National Association of Manufacturers 

Washington, D.C. 

October 15, 1998 


Good moming, everyone. 

We are preparing for a busy '1999: from our role as chair of the Third WTO Ministerial 
Conference, to new multilateral talks and regional and bilateral initiatives in each part of the 
world. Today I will touch upon each of these topics. But my main purpose is to put the agenda 
in the broader perspective of American manufacturing: its importance to our economy; the 
possibilities open trade offers to its future; the challenges we face in realizing those possibilities; 
and the policies which can meet those ch!llienges. . ' , 

U.S. MANUFACTURING INDUSTRY 
, , 

I begin with the fundamental point. I A strong manufacturing sector is essential to a strong 
American economy. This is not a theory or a slogan; it is a fact. And the American economy is 
strong today in large part because manufacturing is strong. ' 

Last year's $1.4 trillion in U.S. manufacturing production made up one dollar in thirty of 
the total world economy. Our 230,000 manufacturing companies directly support nearly twenty 
million jobs, and indirectly many more in high-wage service fields. Our manufacturing workers 
are the world's most productive, and our plants the most technologically advanced, creating the 
most sophisticated products everywhere f!om steel to satellites and surgical equipment. 

This is a record of remarkable success -- one we must extend into the future to remain the 
world's most prosperous, competitive and dynamic economy. 

THE, SECULAR TRENDS' 

To do so, however, we must recognize the broad trends around us: . 

The world is more peaceful, as the end of the Cold War has reduced the threat of war 
among big powers and likewise reduced intemal tensions in Asia, Africa and Latin America . 

• .of".. 

Science and technology are surging ahe~d, everywhere from agriculture to aerospace, 
information'technology and the life sciences. ' · ' 



The world economy has become more. open, in trade through the' development of the 
GATT, WTO, NAFTA and other arrangements; and in finance through open capital markets and 
new information technologies. 

And the world is more prosperous. World economic production ~as grown from $9 
trillion to $36 trillion since 1960; world per capita income doubled; and regions once known for 
wars and poverty have developed at astonishirw speed. 

These trends make today's world far more integrated than ever before. We benefit from 
larger markets and greater economies of scale. But our companies, workers and young people 
face more competition. And the ripples of faraway events, from reforms in Africa to disruptions 
in the Bangkok real estate market, reach our shores with unprecedented speed and force. This 
has affected every part of our economy, but manufacturing most of all... 

OUR RESPONSE 

The Clinton Administration has responded with a three-part ec6nomic strategy. 

First, we have followed a sound fiscal policy, which has reduced intere~t rates and freed 
resources for capital investment. In the 1992 campaign, President Clinton pledged to cut the 
budget deficit -- then $290 billion -- in halfby 1997. With the 1993 budget, he reached the goal 
three years early; and two weeks ago, ann01.mced our first budget surplus since 1969.· 

Second, we have promoted top-quality education for a 21st-century workforce, including 
voluntary national education standards, hiring 100,000 new teachers, linking every school to the 
.Internet and offering lifelong learning programs and fundamentally improved job training. 

And third, we have sought a world ,'more open to our goods :and services. 

TRADE POLICY RECORD 

In the past five years, we completed 260 trade agreements. We have given special 
attention to our largest trade partners through 86 separate agreements with Canada, China, the 
EU, Japan and Mexico. And the 260 include five truly historic agreements: 

The Uruguay Round, which lowe~ed trade barriers world~i~e, created international rules 
for trade in agJiculture and services, and ~stablished an effective dispute settlement mechanism, in 
which the United States has filed and won more complaints than any other nation. ' 

NAFT A, which cemented our strategic trade relationship with our immediate neighbors. 

And the three agreements of 1997: the Financial Services Agreement, opening banking, 
securities and insurance markets' totaling pore than $58 trillion dollars; the Information 

, 
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Technology Agreement, removing tariffs and other barriers on more than $1.5 trillion of trade in 
high-tech manufactures; and the Agreement on :Basic Telecommunications, with 70 countries and 
over 95% of revenue in a $750-billion industrY. 

TRADE POLICY RESULTS 

Thus our exports have grown 50%, and manufacturing exports have grown fastest of all. 
And the results bear out the arguITlents NAM has made about the i~port;ance of exports: 

Growth -- from 1992 to 1997, our economy grew from $7.2 trillion to $8.1 trillion. 
Exports accounted for over one third, or $320 billion, of that growth. Manufacturing in particular 
benefited, with 61 % export growth helping to: create a 28% rise in real mdustrial production. 

, , ' 

Jobs -- Since 1992, unemployment has fallen from 6.9% to 4.6~1o, and total employment 
grown from 104 to 119 million jobs. Exports, accounted for one in every six of these 15 million 
new jobs, and one in five of our new manufacturing jobs. 

Living standards -- Jobs supported by goods exports pay 13%-16% above US averages. 
As exports have risen, average real wages are up from $394 per week in 1996 to $424 today. 

WHERE TO NOW? 

In the future, exports will be even mpre important than they are today. Nearly four fifths 
of world consumption, and 96% of world population, are beyond our borders. We must be able 
to sell to them to succeed in the next century. 

And we have identified a set of stra~egic issues we must solve to do so. One -- the Asian 
fmancial crisis .... is a short- to medium-term emergency. The other four are long-term challenges: 
further opening world markets; addressing the trade implications of the end of the Cold War; 
responding to the scientific and techriological revolution; and ensuring that trade policy retains the 
support of citizens. Let me take up each of these in tum'. 

ASIAN FINANCIAL CRISIS 

First, the Asian fmancial crisis. 

As President Clinton has said, the events which began with. the devaluation of the Thai 
baht in July last year are now the most dangerous fmancial crisis the world has faced in fifty years. 
It has devastatt!d the affected countries. Indonesians are threatened;with hunger. The Thai 
Education Ministry reports that 250,000 Thai children have left school. In Russia eight years of 
reform are threatened. It is a monumentai tragedy; and it has hit us ,very hard as well. 

These days about two in five cont,i!iners,leave the port of Los Angeles empty. That is a 
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graphic illustration of the facts: our goods exports to Japan are projected to drop $8 billion this 
year; to China, Hong Kong and Taiwan $3 billion; and to the rest of Asia perhaps $20 billion. 
Our trade with Latin America is suffering as well-- the Port of Miami ~eports a 12% drop in two­
way trade this year. 

That threatens jobs and growth all over the country. Therefore, our top priority is to 
work with the IMF and affected countries for currency stability and economic recovery. The IMF 
programs provide loans conditioned on reforni -- for example in ending policy loans in Korea. 
We monitor the conditionality closely; in cases such as Thailand which are making reforms, we 
see good signs. ' 

We are also committed to open markets at home. We will ofcourse enforce our laws 
against unfair trade practices, and ask Japan and the EU to take their fair share of the burden. But 

, we will remember the lesson of the 1930s, ana -- as we ensure that others do not respond with 
protectionism -- we will refuse to panic and shut off trade ourselves. That would only hurt our 
trade partners and worsen the crisis. ' 

And we are pushing Japan for fiscal stimulus, financial refonn and deregulation, because 
Japan's recession has hit all the affected, countries very hard. As Thailtmd's exports to the United 
States rose $600 million in the first six months of 1997, Thai exports'to Japan shrank nearly $800 
million. Indonesian exports to Japan are dO'Yn a third, and Chinese exports by $2 billion. 
Without urgent, immediate action from Japan, including full implementation of banking reform 
and other measures, we cannot get the job done. 

I: OPEN MARKETS 

I will now turn to our longer-term challenges, beginning with the further opening of 

markets abroad. 


With respect to market access, fiftyyears of trade policy has' accomplished a lot for 
manufacturing. We have created widely a~cepted rules, and eliminated many of the barriers which 
existed when thl! GAIT was founded in 1948. Since then, tariffs, for example, have declined, by 
an average of 90%. But we still face considerable obstacles, ip both our industrial trade partners 
and in developing countries. 

Thus, we have active bilateral market-opening approaches ~- for example in Japan 
including comprehensive deregulation; and in China -- which proceed iIi paral1el with our 
emphasis on new regional arrangements and improving the rules of the world trading system. Let 
me take each in turn. ' 

1. Regional Initiatives 

, Our own hemisphere. Before the:~AFTA Mexico's tariffs before the agreement averaged 
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10% while ours averaged 4%. The discrepancies we will address in the much broader Free Trade 
,Area oftheAmericas -- negotiations began in earnest this month in Mia.nu-- are even greater. 

Asia, where under the Asia-Pacific Economic Cooperation forum (APEC) we are looking 
long-term toward fn~e and open trade in the region, starting with last year's Information 
Technology Agreement and now in nine sectors, such as telecommunications, energy and 
environmental goods and services. 

Africa, where our trade relations are only beginning to develop, and we are working to 
expand exports by organizing more frequent trade missions, negotiating bilateral agreements and 
more fully integrating African nations into the World Trade Organization. 

Europe, where we are working. to remove barriers and strengthen trade relations with the 
EU. Technical trade barriers -- for example, the duplicative regulations, unnecessary paperwork, 
and other problems the Trans-Atlantic Business Dialogue has identified;-- reduce the value of our' ! 

exports to Europe by up to 2%, or $3 billion last year. Through the Transatlantic Economic 
Partnership we began in London last May, we hope to remove remaining barriers to transatlantic 
trade these issues, as well as addressing problem areas like agriculture. And we will ensure that 
the expansion of the EU to Central Europe, which we support, will not endanger American 
economic interests. 

And the Middle East, where we have' inaugurated a special program to increase inter­
regional trade, starting with Israel and Jordan, so as to help the Middle Eastern countries find 
common interests and thereby support the peace process. 
". , 

WTOAgenda 

Multilaterally, we will launch negotiations next year at the WTO, when the United States 
chairs the Third WTO Ministerial Conference. Global services and agricultural negotiations are 
already scheduled to resume, but we need to be ambitious, forward~leaning, and look ahead to 
other complex issues; e.g. government procurement; next-generation intellectual property rules; 
the effects of regulation on trade; and brib~ry and corruption. This meeting, at the end of 1999, 
will set the global trade agenda for the first decade of the next century. 

. ' 

II: END' OF THE COLD WAR ' 

The second great challenge is that raised by the end of the ¢old War. That is, the 
integration of our former adversaries -- Russia, China, Ukraine, Vietnam and other economies in 
transition -- into the global, rules-based trading system. 

For decades these countries operated economies divorced from the world and antithetical 
to WTO principles. They were somewha~ different -- the Soviet economy ran on a very stable 
system of planned production, while C~ shifted from the Soviet model t the communes and 

, 
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then the refonn model. But their major features were quite similar. 

They allowed virtually no private business other than a few foreign factories and small­

scale private 'fanus. They had no independent judicial system, and consequently regulated 

industries by arbitrary command rather than trapsparent law. They did very little trade with the 

capitalist world; and they thus had little stake in peace and stability beyond their borders. 


In their own ways, Russia and China --'along with Vietnam, Ukraine, Kazakhstan and 
many other nations -- have begun to break with this legacy. They are trying to create markets. 
Enter world trade. And, in the largest sense, begin to replace the rule ofman with the rule of law. 
For the post-Cold War world, integrating thes~ economies into the market-based system of the 
WTO -- and in a larger sense, the system of la~s, contracts and mutual b~nefit which helps build 
prosperity and political stability -- is a task no less important than the reintegration, through the . 
GATT and the Bretton Woods agreements, ofoGennany and Japan after the Second World War. 

Accession to the WTO, under commercially meaningful tenns,will bring these countries a 
long way toward the goal. The negotiations we conduct on this question are vastly complex, 
involving everything from thousands ofindividual tariffs to copyright law enforc~ment and 
scientific food inspection standards: They are often slower than we would like. But the results 

. will be profound: freer markets; openness to t,he world; transparency, peaceful settlement of 
disputes; the rule of law. And thus greater prc;>sperity and a more secure peace. 

III. THE 21STCENTURY ECONOMY, 

The third strategic challenge that posed by is the scientific and technological revolution. . ' 

Science is moving ahead, in every field from the Internet and Electronic Commerce to 
. phamlaceuticals and medical equipment; materials science; aerospace; ~griculture; environmental 
technologies; and infonnation technology. These are fields in which the U.S. leads the world and 

. can gain immensely from open trade; and they are ways to raise living standards, advance the 
principles of open society, reduce hunger and improve health worldwi<ie. 

Our trade policy thus seeks to fulfill ~he promise of new technologies for better lives, as it 
advances our concrete commercial interests., This is the basis of last year's three agreements -­
which I cited earlier for their tremendous present economic value, but which have a still deeper 

. importance for the areas they cover: infonnation technology, telecommunications and financial 

services -- the foundation of the 21 stcentury economy. ' 


The Inf01mation Technology Agreement (ITA) will eliminate tariffs on a wide range of . 
global infonnation 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'moving forward with 
negotiations for an IT A II for expanded product and country coverage. 
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The Agreement on Basic Telecommunications includes 70 countries and over 95% of 
world telecom revenue in a $750-billion industry. It provides U.S. and foreign countries 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 intelecom 
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. 

And last December, we secured the multilateral Agreement on.Global Financial Services, 
including banking, securities, insurance and financial data services. It c~vers 95% of the global 
financial services market, and 102 members nqw have market-opening commitments in the 
financial services sector. 

But we must keep up, as the scientific and technological revolution proceeds: 

Intellectual property rights is an example. American manufacturing is at the leading edge 
of technology; thus much of our production derives its value from innovation. And to make 
innovation worthwhile, we must make sure our products, and often the methods which make 
them, are not illegally pirated. We must extend protection of IPR beyond basic laws and 
enforcement, to protect new technologies -- everything from genetically engineered plant varieties 
to digital video discs and newly developed computer software. . 

I 

Second, we must preserve Internet trade as a duty-free zone. We recently won a 

"standstill" preventing the imposition of tariffs on electronic transmissions, to make sure global 

electronic commerce can reach its full potential. 


And third, prevention of discrimination against safe, scientifically proven techniques like 
biotechnology. This is a critical issue for American agriculture, but iris equally importanffor 
pharmaceutical companies; for makers of pr~cision instruments who serve farmers and biotech 
firms; and to preserve the potential for uses Ofbiotechnology in areas we have not yet imagined. 

IV: THE SUPPORT OF CITIZENS 

I 

This is an ambitious ag~nda. It covers the oldest tariffs and customs issues, and the 
newest technological innovations in cyberspace. It addresses every part of the world. And I 
believe it will do immense good. But it will not work unless we succeed in the fourth and most 
important challenge. That is, ensuring that trade policy continues to r~ceive the support of the 

. public. " 

Today, public anxiety about trade ishigh. We see that everywhere from polling data to 
the fast track debate in Congress. And it is ,especially high with respect to manufacturing, where 
concerns about imports and jobs are most intense. If advocates of open trade cannot address 
these fears, the most exciting plans will mean little. 

, I 
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The response must begin with a better effort to give the public the facts. The contribution 
of trade to a strong American manufacturing industry. The importance of exports in our current 
national prosperity, and the high wages export jobs pay. And the role of the trade system in 
advancing freedom, transparency and the rule oflaw. NAM's work in publications like "Why 
Exports Matter" is an excellent start; but all ofus must do better. 

We must address substantive concerns: our citizens must know growing trade will not 
reduce our environmental quality or labor standards. Growth at home can go together with safer 
factories atid a cleaner environment. In the U.S., since 1970, as manufacturing production 
doubled, the number of workplace deaths fell 60%, the percentage of fishable and swimmable 
rivers doubled, and the number of people living.with unhealthy air fell by half. We must now 
prove this world-wide by addressing the i.ssues of labor standards and environmental protection, 
and their relationship to trade. This is crucial for public support of the trade agenda, most 
immediately if we are to pass fast track authority next year. Without consensus on this issue we 
will find that very difficult. 

We must address institutional concerns ,as well. For example, the: World Trade 
Organization has an excellent dispute settlement mechanism, but does not allow ordinary citizens 
to watch arguments before the panels, or even get the decisions until months later. That is wrong; 
and a natural breeding ground for rumors and misinformation. It has to open up. 

And trade policy must be part of a larger economic policy appropnate to a world in which 
we have greater competition as well as greater:reward. Schools must make sure our young 
people can compete and succeed. Health insurance, unemployment compensation and job training 
must be there when any worker loses a job. T~e good fiscal policies, improved education and 
domestic safety net our Administration has advocated must be continued and strengthened for 
trade policy to achieve its goals. 

CONCLUSION 

I cannot oVI~rstate h<;>w important this is. 

Great streams of events are flowing together: the opening of the world economy; the 
dynamism of science; the political changes arising from the end of the Cold War; the financial 

. crisis. If we do not meet these challenges, we lose a chance to strengthen the peace; lose 
economic opportunities; and fall short of the standard of courage and vision the United States ·of 
America should set. . 

. But ifwe succeed, the rewards will be extraordinary. At home we will see higher incomes 
for working peopk New opportunities for stp.all companies and entrepreneurs. Faster growth 
and improved prospects for our young people. The further strengthening of the world's largest, 
most efficient and productive manufacturing sector. . 
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And beyond 9ur borders, a world in whi,ch open markets, under the rule of law, let hard 
work, creativity and initiative fmc,l rewards.' , 

Where new technologies help freedom of inquiry and expression to blossom. 

And where growing trade gives all nations a greater stake than ever before in a peaceful 
world. 

That is the opportunity before us; and let us not miss it. 

Thank you all very much. 

'I 
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"The Free T~ade Area of the Americas and the Rule of Law" 

Ambassador Charlene BarshefskY· 

United States Trade Representative 


Georgetown Law Center 
. Washington, D.C. 

, 
October 16, 1998 

Thank you all very much, and tha,n.k. you for that introduction. 

, 
.. I am Vt:ry pleased to be here at Georgetown today, to take up with the seminar 

participants a topic at the heart ofour relations with our neighbors in the Western Hemisphere: 
the promotion of the rule of law, and the part our negotiations toward the Free Trade Area of the 
Americas caD. phlY in it. 

In one sense, the relevance of the FT AA to the rule of law is quite simple. The nine 
FT AA Negotiating Groups in Miami ad~ess topics from market-access to competition policy; 
subsidies, anti",dumping and countervailing duties; intellectual property; government procurement; 
investment; agriculture; and services. The result in each case will be a set of rules accepted 
through democ:ratic decisions by the elected governments of the participating nations, enforceable 
by a transparent and binding dispute settlement procedure -- all indicators of the rule of law. 

SHARED INTEREsTS 
I 

But we can also go a bit deeper. The FTAA is both the result and a contributor to'a 
broader shift ill the hemisphere. And we f;an begin to understand this shift by asking the basic 
question: why have we embarked on this effort? To this there are'three, mutually supporting, 
answers. The first tWo ofthem are permanent facts of life. 

One is geography. The countries of the Western Hemisphere are our neighbors. They will 
always be our neighbors. And it is plainly in our national interest to have the best possible trade 
relationship with our neighbors. 

The other is the interest of our citizens .. The Western Hemisphere is our largest and 
fastest-growing market; we are the largest and fastest-growing market for our neighbors. 
Broadening and deepening this trade relationship will help working people, firms, farmers, 
ranchers, atid service providers everywh~re to fmd new opportunitif!s. 

EARLIER EFFORTS 
.,Ib- . . 

These are enduring, permanent realities:' And so it should come as no surprise to fInd that 
our generation. is not the first to come up with the idea of a herlli:spheric free trade agreement. 
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The Liberal vision shared by the leaders of Latin America's indepimdence movements 
implied precisdy such a step. Simon Bolivar himself was the first American leader to propose a 
hemispheric trade conference. And the idea, in one form or another, was revived on several 
subsequent occasions. Benito Juarez proposed a free trade agreement between the United States 
and Mexico in the 1850s. In 1889, U.S. Secretary of State James Blaine actually convened a 
hemispheric conference in Washington, whose goal was hemispherip free trade. 

But all of their efforts failed. And they failed neither because our predecessors were 
incompetent -- they obviously were nothing of the kind -- nor because of the complexity of the 
task. A trade agreement in 1889, when the only issues were customs procedures and tariffs on 
agricultural products and manufactured goods, would in technical terms have been far. easier than 
the task before the nine Negotiating Groups in 1998. Rather, they failed because ofbarriers of 
perception and ideas -- and as Jose Marti said after Blaine's conference: 

I 
"Barrie:rs of ideas are stronger thari barricades ofstone." .' 

. I" 
! 

BARRIERS OF IDEAS· 
I 
I 

i 
One aspect of this was a set ofmtitually destructive perceptions~ Americans often looked 

south and saw only caudillos, guerrillas, and opportunistic politici~s denouncing the Yanqui to 
mask corruption and repression at home..Latin Americans intellectuais often looked north and 
saw only an interfering, hegemonic power. . 

A second, equally profound aspect was t,hat created by a vision, held for many years. in 
many countriei;, of the role of the state and law in economic development. The Peruvian 

I 

economist Hernando de Soto describes it by borrowing the term "mercantilism" from trade policy: 

"a politically administered econonw in which economic agents were subject to specific, 
detailed regulation. The mercantilist state did not let consumers decide what should be 
produced; it reserved to itself the right to single out and promote whichever economic 
activities in considered desirable, and to prohibit or discourage those which it considered 
inappropriate. To achieve its objectives, the mercantilist state granted privileges to 
favored producers and consumers by means of regulation, subsidies, taxes and licenses." 

Ultimately, this view makes the state superior to the citizen and as an agent of economic 
development. In his book The Other Path de Soto describes the practical consequences -- a vast 
web ofrequirements for licerises, forms ~d paperwork, which made it impossibly difficult for 
new entreprene:urs to enter either nationafor international markets:. This discouraged respect for 
courts and judicial procedures, and encouraged those not favored by the system to move 
economic life outside the law. Much of the political conflict between. right and left simply shifted 
the benefits of these systems back and forth. . . 

I 

BRlPGES OF IDEAS 
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· Today, much of this has vanished.' Since the end of the Cold War, the pennanent factors 
of interest and geography which make the FTAA logical have been' joined by a third which makes 
it possible -- a eonsensus on the citizen rather than the state as the source of law and policy. 

This has had profound and inspiring results in many areas-'" especially in promoting 
democratic government and universal education. In economics, it has meant the decline of the 
"mercantilism" de Soto discussed. Most governments in the hemisphere now agree in principle 
that economic development is best achievlfd through freedom, open markets and 
entrepreneurialism rather than detailed guidance by the state in favor 9f one group or another. 
Thus, regulation has an essential role in protecting consumers, promoting safe workplaces, and 
protecting the environment and the public health; but very rarely in deciding what products to 
make, to import and to export. This change is slow, but fundamental. 

And looking beyond economics, it has transfonned the AriJ.encas in the space of a decade. 
In Central America, the sounds of politics are no longer gunshots, but campaign speeches and 
parliamentary debate. Throughout South America, soldiers have left Presidential palaces and 
returned to quai1ers. State-owned enterpn'ses have been privatized and deregulation introduced. 
Trade has flourished, as each part of the hemisphere has taken crucial steps toward integration; 
and as each of these steps vindicated and strengthened the values we share. . 

THE CARIBBEAN 

In trade tenns, the fltst step was the Caribbean Basin Initiative, begun in 1983 as a set of. 
unilateral American trade concessions and ,strengthened in 1986 and 1990. 

CBI was, in its origins, a political policy, aimed at helping to end the wars ofthe 1980s by 
giving the people of the Caribbean and Central America economic opportunity. In this it 
succeeded: as CBI's trade md tax benefits helped to create jobs in all the 24 beneficiary countries, 
the economic and social frustrations which lay at the roots ofconflict' diminished. 

But CBI also succeeded as trade policy, with both the U.S. and the Caribbean benefiting 
from closer trade relations. CBI countries' production often complements U.S. production, or is 
in partnership with American finns. The major CBI exporters are also the leading markets for. 
U.S. products in their region. Since 1989, 'US goods exports to CBI countries have more than 
doubled from $9 billion to $18.5 billion, supporting an estimated 360,000 jobs in the U.S .. To put 
this in context, last year we exported only $13 billion to China. And the advances the CBI 
beneficiaries have made from this experience complement their own efforts to expand regional 
trade through the Caribbean organization CARICOM and the Central American Common Market. 

CFTA ANDNAFTA 

The second, far more ambitious,,~ep wf1S the the North American Free Trade Agreement, 
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joining the U.S., Canada and Mexico in fully open trade. 

The fu:st move -- the US-Canada Free Trade Agreement -- is now taken for granted. But 
our trade relationship with Canada is the largest bilateral trade relationship anywhere in the world. 
We trade morc~ with Canada than with the entire EUropean Union, or with Japan and China 
combined. The agreement, therefore, was a technical triumph and a demonstration to the 
hemisphere that full-scale trade integration is possible. ' , 

, 
This achievement was deepened ~d broadened in 1993, w~en Mexico joined to create the 

North Americ.m Free Trade Agreement. As NAFTA approaches its fifth anniversary, bilateral 
trade with Mexico has grown from $80 billion to $170 billion. This includes growth in American 
exports from $41 billion in 1993 to likely $85 billion this year, pulling Mexico ahead of Japan for 
the second consecutive year, and behind ~mly Canada as our seco~d largest export market. 

NAFTA also proved its value in both the peso crisis of 1995 and the current Asian 
fmanciaf crisis. In 1995, itS helped make Mexico's recession shorter and milder than that of 1982, 
and also to prevent restrctions on trade with the U.S. and Canada ,which ultimately worsened the 
crisis of the early I 980s in Mexico. In the first six months of 1998,: as our exports to Asia fell $14 
billion from last year's levels, our $11 billion increase in exports to Canada and Mexico helped us 
preserve jobs (md growth. In fact, Mexico is ourfastest-growing'niajor export market. 

i . 

SOUTH AMERICAN INTEGRATION, 

The same process is well underway in South America, with Chile's trade agreements with 

its neighbors, the Andean Community and the development ofMercosur. Again,these both 

justified and strengthened the hemispheric consensus .. 


Chile's market opening, combined with its trade agreements with its neighbors, stimu:lated ' 
economic growth of over 8% a year; brought more than a million people out ofpoverty since 
1993; and more than doubled per capita GOP. Its economic integration with the world brought in 

, $8 billion in foreign investment last year, and increased Chile's exports by over 9%. And 
throughout this period, its commitment to:democracy'and reconciliation has become an example 
to the world. 

Likewise, the integration of Mercosur has benefited all 'its participants and the outside 
world as well. Since the Treaty of Asuncion in 1991, intra-Mercosur trade has increased by over 
400%. As intta-Mercosur trade has boomed, Mercosur's exports'to the rest of the world have, 
increased by over $20 billion. And the larger, simpler market Mercosur creates has allowed our 
own exports to the member countries to grow from less than $9 billion in 1991 to more than $23 
billion last year. I . , , 

I, 

I 

THE LESSONS 



The lessons of this experience are' clear. 

Trade integration has created groWth and mutual benefit in North America, in the 

Caribbean Basin, and in South America. ' 


Trade integration has both benefited from and strengthened peace, freedom, democracy 
and the rule of law throughout the hemisphere. ' 

And the Free Trade Area of the Americas will improve, strengthen, and transcend all of 
this. It will create the world's largest free trade area -- uniting 34, countries and almost 800 
million people~ geographically stretching :from Point Barrow to Patagonia, Hawaii to Recife, 
Easter Island to Newfoundland -- through fair, transparent rules, and impartial dispute settlement 
procedures. And thus it will open new opportunities for prosperity to workers, businesses and 
farmers everyWhere in the hemisphere. ' ' 

THE OBSTACLES 

What then are the obstacles? Let me mention three. 

For om~ thing, the barriers of ideas are not entirely down. That is clear here in the United 
States in the eJ:notional opposition of some on both right and left tp the North American Free 
Trade Agreement, and in the debate over,fast track. But day by d~y, as U.S. entrepreneurs invest 
and sell into or unport from Latin America, as U.S. students meet their Latin counterparts, ,as 
popular culture grows closer and commerce inexorably more interlinked, they will continue to fall. 
As we proceed!., we will be making our case to the public for the FTAA, and for fast track 
authority. It is my hope thateach of you"if you agree, will help us in the effort. 

At the same time, the public -- in the United States and elsewhere -- clearly expects trade 
policy to respond more effectively than it has in the past to the cOllcems of ordinary citizens.' This 
is natural, as trade grows and more deeply affects our lives. That means our FT AA negotiations 

" 	 must pay appropriate attention to the views ofbusiness, labor, consumer groups, environmentalist 
and others. Just as important, we must promote openness and citiZen contribution if the results 
are to be credible. 

Finally, the FTAA negotiations have begun during what President Clinton has rightly 
called the most dangerous financial crisis in fifty years, and this may intensify traditional fears 
about trade liberalization. 

But trade liberalization is not the cause of the crisis; nor should it be its victim. The fact 
is, some of the problems evident at the outset of the crisis were cauSed by the opposite of open 
markets: lack of transparency, politically directed loans, weak rule pf law, and consequently 
debilitated fmancialinstitutions. These are phenomena characteristic of the "mercantilist" system 
our hemisphere has rejected. They were, <J.J: the heart of the Latin American debt crisis of the early 

, 
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1980s. And now as then, our response must involve greater competition, more openness and 
transparency, and strengthening of the rule oflaw -- that is, the things we have set out to do in the 
fTAA. ' 'I 

FTAA NEGOTIATIONS 

And where do we go from here? 

In the next few years, our work must draw from the lessons of all the hemispheric trade 
initiatives as we approach the details of an FTAA. It must address, both misperceptions and' 
legitimate concerns about the negotiations and the agreements thu~ far. And we have designed a 
negotiating process, I believe, which will do both. 

The nine Negotiating Groups address every issue crucial to'a' comprehensive hemispheric 
trade agreement. Concurrent with the negotiations, a special joint private sector-government 
committee will reflect on the use ofnew technologies and methods of trade related to electronic 
commerce, Internet readiness and other innovations. 

At the same time, we have ensured that each of the participants in the negotiations will 
have significant responsibility for their success. Every country will, at some point, lead one of the 
Negotiating Groups, from Nicaragua as Chair of Services in the Miarrii talks this year, to the US 
and Brazil as Co-Chairs of the entire process during the last two years. 

And we have recognized the fundamental i~portance of citizen contribution to trade ' 
policy through the establishment of a committee of government off1cials from all FTAA countries 
to listen to civil society -- business, labor, tonsumers, environmentalists, academiys imd others -­
and present their advice to the Trade MiJiisters. " 

" i 

FTAA RESULTS 
:: 

, 

' 

, ,. 

, I .. 

Finally, the most important question -- what results do we expect from all this? 
, ' 

, I 

First, as directed by the Miami Summit, we will see "concrete progress by the end ,of the 
century." Most immediately, we plan to reach agreements on corn:rilon sense, concrete business 
facilitation measures. These could include, e.g., a code of conduct.for customs integrity; 
improved customs procedUres for express shipments; transparency hud due process in government 
procurement; or adherence to existing conventions on arbitral awards. A]] of these promote the 
rrule oflaw and even-handedness in commerce. 

And by 2005, at the end of the talks, we, will see a rigorous.compr~hensive trade 
agreement establishing a single set of rules 'for conducting business in the hemisphere -- expanding 
trade, speeding growth, attractmg investment from allover the worid and cementing our strategic 
position in the hemisphere. And we can fljpire to results well beyoqd this. 

, 
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The FfAA can help us reach trade, goals outside the hemisphere. As early as next 
September, the nine FTAA Negotiating Groups are scheduled to produce "annotated outlines" of 
the FfAA chapters in each area. These o~t1ines will help us reach some common understanding 
on such difficult issues as subsidies and other trade distorting practices in agriculture; market 
access and liberalization in services; effective copyright protectionlrt emerging technologies; and 
transparency in government procurem~nt. iThus, as negotiations begin at the WTO next fall, we ' 
should be able to move toward a more cohesive Western Hemisph~ie position that enables us to 
promote our shared interests more effecti~ely worldwide. 'I ' , 

The FTAA also has the potential t6 inlprove govemance.Qpen and fair procure~ent 
practices can raise standards ofhonesty and transparency. And new dispute settlement 
procedures will enhance our ability to fairly resolve economic disagreements through the rule of 
law. ' " , , 

Most irrlportant, both the negotiations and the FT AA, if done in the spirit envisioned at the 
Miami and Santiago Summits, can further1strengthen the,values ofopenness, accountability, 
democracy, and. the rule oflaw which the ~emisphere has embraced i_ and which themselves have . , 
made the FfAll. possible. ' 

CONCLUSION 
I. 'i

This is the vision before us as the ~lks begin. 
I 

I • , 

A cOrnITmnity ofcommon interests:in prosperity; jobs; and t,konomic growth 

, A community of common aspiratio~ for better health; environmental protection, and 
cultural exchange. ' 

, 

And a community of common valu~s, in a hemisphere united by democracy, freedom, . 
social justice, and the rille of law. ' .. 

, I 

For the first time in two centuries, ~t is within our grasp. 
I ' 

We must not let it slip away, 

I, 

: \ I 

., 
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Thank you very much, Keith, for your warm introduction, and may I also thank: Ambassador 
Weaver, for being such an important presence,for the United States herein Brussels. And while I 
could acknowledge many of you, because I mow many of you, let me say a special note to 
Ambassador Yerxa, my predecessor at USTR, and one of the truly great trade negotiators. 

Let me start by saying that our trade agenda with Europe is quite fulL We are discussing bilateral 
trade through the Transatlantic Economic Partnership, and consulting on expansion of the EU to 

. new members. We are preparing for negotiations on agriculture, services and other issues under 
the WTO; fmding common ground on the accession to the WTO of China, Russia and other 
aspiring members; and addressing the financial crisis which afflicts so much of the world. 

Today I will touch upon each of these issues. I would like to start by putting them.in the larger 
context of the role of trade in America's partnership with Europe. 

Shared Values, Shared Responsibilities 

Let me begin with our fundamental assumption: the partnership between 

the United States and Europe has been the bedrock of peace and prosperity for the past fifty 

years; and it can continue to play that role in the next century. 


The values of our Western heritage ~ democracy; social justice; the rule of law; individual rights 
and freedoms - continue to inspire young people and liberate nations around the world. 

The strength of the North Atlantic Treaty Organization remains the :world's strongest single 

guarantor of peace and security. ' . 


Our scientific cooperation on problems like climate change, protection of the oceans, and threats , . 

to health like AIDS, is the best hope for a clean, healthy world for our children. 

And our willingness to take up and share responsibilities of economic leadership is central to 

growth and prosperity in the United States, Europe and the world 


. , 
Therefore, as President Clinton said in his Berlin address l~t May, America's goal is: 



"a transatlantic partnership that is broad and op~n in scope, where the\,>enefits and burdens are 
shared, where we sef~k a stable and peaceful future not only for ourselves but for all the world." ., 

The Postwar Record 

Trade is a fundamental part of this broad partnership. As President Franklin Roosevelt said in 
1944, trade is not only a source of mutual economic benefit but a contributor to peace. He said: 

"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 anq time again that if the standard of living in any 
country goes up, so does its purchasing power - and that such a rise encourages a better standard 
of living in neighboring countries with whom it trades." 

. . 

His successors in the immediate postwar era - Churchill, Attlee and Keynes;· Truman, Acheson 
and Marshall; Monnet, Adenauer and de Gasperi - acted upon this vision. They rebuilt Europe 
through the Bretton. Woods institutions and the Marshall Plan. And then they embarked upon the 
rebuilding of the world economy, shattered aS'it was by the protectionism ofthe 1930s and then 
the war. 

The result was the creation of the GATT and ~he first steps toward European integration. These 
institutions have reduced tariffs by 90% and allowed trade to grow 15:-fold, making firms more 
successful and working families more secure .. We have transmitted n~w medicines and hospital 
equipment around the world, helping raise world life expectancy at birth from 48 to 65 in a single 
generation. Growing agricultural trade has improved nutrition and eliminated famine from all but 
the most misgoverned corners of the earth. 

Trade in information technologies - faxes, e-mail, e-commerce, the Internet - opens new worlds of 
artistic expression, scientific inquiry and political debate to anyone with a computer terminal. And 
the faith Roosevelt placed in trade as a contributor to a peaceful world has been more than 
justified by fifty-three years of peace in Western Europe. 

The Tasks Today 

We today must live up to the example our predecessors have set. And to do that we have to 
meet three challen.ges: 

First, our relationship with the EU creates immense mutual benefit, which we can further 
strengthen; but it is marked by serious disputes which we must solve. 

~ :lr 

Second, o~ relationship is an association ofvalues -- democracy,freedom, the rule oflaw. We 
can strengthen it by bringing nations committed to these principles ipto the political and economic 
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institutions of the West - from Central Europe and the Baltics to reformers in the newly 
independent states, and states mcluding Turkey seeking peace in the Balkans. 

Third, our relationship is a force for world peape and prosperity, which we must build upon as we 
address the financial crisis and strengthen the multilateral trading system. 

U.S.-EU Trade Today 

Let me begin with the first challenge: our bilateral relationship. 

Today, the European Union is America's largest economic partner. Counting goods and services 
together, our bilateral trade was well over $400 billion last year. And it is among the world's 
fastest-growing relationships as well. Last year, our $13 billion growth in exports to 
the EU exceeded the total.of our exports to China; and this year, EU exports to tlie U.S. are 
expected to grow by a full $20. billion. 

The other side of this relJ,ltionship - bilateral investment flows - are an equally great contributor to 
our prosperity. The American semiconductor plants in Ireland and the European auto factories 
in South Carolina, are only the most visible parts of a direct investment 
relationship which now exceeds $750 billion.; 

One in every 12 U.S. factory workers is now employed by a Europeanfrrrn, and three million U.S. 
jobs depend on European direct investment in America. And the $369 billion we have invested in 
Europe is nearly half our total investment in the world beyond our borders. 

But our trade relationship is also marked by serious disputes. Some of these involv~ principles 
that must be at the heart of a productive trade,relationship: transparency, the application of 
science to agricultural issues, respect for the decisions of dispute settleinent panels. I will 
speak first to the points of common interest and mutual benefit. But tJ,.e disputes must be faced 
and solved - quickly - or they will fester and corrode our relationship. '. 

Bilateral Trade Agenda 

But let me start, with the positive. While our bilateral relationship already yields important 
benefits, we can do better. 

This fact -recognized by the Clinton Administration, the Commission:'and Spain's EU Presidency 
- was the genesis of the New Transatlantic Agenda in 1995. In it we concluded a Mutual 
Recognition Agreement (MRA), reducing regulatory barriers in sectors worth $60 billion in . 
two-way trade, including medical devices, pharmaceuticals and telecom equipment. We agreed 
on customs cooperation and equivalenQ' in veterinary standards and procedures. 

. i 

And we have now moved on to the next step\ That is the Transatlantic. Economic Partnership, 

http:total.of


launched at the U.S.-EU Summit last May by President Clinton, Prime Miillster Blair and 
Commissioner Santer. In this initiative, we identify seven broad areas in. which we can increase 
exports and jobs on both sides of the Atlantic, avoid disputes, address ~sagreements, and remove 
barriers. And they are: . 

Technical Standards - Here we must fmd ways, to reduce the barriers and avoid potential conflicts 
created by technical standards, while maintainirig high levels of health and safety. We can !lchieve 
these results by conduding mutual recognition agreements in new sectors, 
cooperating more closely in aligning our standards and regulatory requir~ments, developing 
procedures and guidelmes for improving our opportunity to have input in each other's regulatory 
procedures. 

Less duplication of effort, combined with more openness and transparency, may yield tens of 
billions of dollars in reduced costs for fmns in Europe and the U.S., and it is especially important 
for smaller and medium-sized companies. 

Agriculture - We must ensure that regulations in areas like biotechnology are transparent, 
predictable and basl~d on sound science. 

': ' 

I 

This is of critical importance to farmers and ranchers, and consumers. At the same time, we can 
seek greater cooperation 'in areas of common concern like assurance of food safety for our 
consumers. 

I 

Intellectual Property - We must work together on three critical issues .. First, ensuring full 
implementation of the WTO TRIPS Agreement, while finding ways to,improve it in the future. 
Second, addressing; pirate production and distribution of optical media: Here we can find a 
number of new tools. And third, more effectively protecting computer software, especially 
through blocking use of unlicensed software by government entities. . 

Government Procurement - We can improve access for small and meqium-sized firms in markets 
worth $200 billion in Europe and just about the same in the U.S. We can do this particularly 
through cooperation on enhancing the compatibility of electronic tendering and 
contracting used in the United States and Europe. 

Services - Wewill collaborate with the Commission to identify and press as hard as possible 
common U.S. and European interests in the upcoming GATS 2000 negotiations. In addition, we 
will negotiate certain services issues bilaterally. This could mean doing MRA's in certain areas, 
perhaps for example in insurance or engineering. It could also mean developing pro coinpetitive 
regulatory principles in other sectors, just as we did in the WTO telecom agreement. 

Electronic Cormr'terce - We can build on our December 1997 joint statement to ensure that the 
new world of computers, telecom and the Internet can reach its full potential to promote growth 
and entrepreneurialism. ,.11­

Promotion of Smrred Values - We can more Ifully involve. our citizens and civil society . , 
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associations in trade policy, strengthening the consensus for open trade. 

So we are creating Trans-Atlantic Dialogues involving labor activists, environmental activists and 
consumer advocates to offer advice to our governments and the Commission, much as the 
Trans-Atlantic Business Dialogue (TABD) has improved US-European trade dialogue with 
business. 

This can help us fmd cornmon approaches to specific trade issues, to the questions of trade, 

environment and labor protection, and to transparency. 


But as I said, our ability to make the most of these shared interests depends on our ability to face 
and solve our disputes .. Let me mention two types in particular. We have now concluded 
agricultural cases against the EU: one on bananas and one on banned beef from American 
cattle. In both, WTO dispute settlement panels and Appellate Bodies ruled in favor of the United 
States. The EU has implemented neither. In addition, conflicts related to biotechnology also 
threaten the relationship. These are issues we cannot duck. They must be solved. 

EU Expansion 

Let me now tum to the second broad challenge: -our relationship as an a1ssociation of fundamental 
. values. The integration of Europe, through NATO and the European Union; is a process of 

profound significanee. 'It has created a community of democracy, collective security, market 
economies and the rule of law. And it is no accident that as these values have spread, Westem . 
Europe has enjoyed the longest era of peace in its modern history. Each expansion of the EU ~. 
from the very beginning with the Coal and Steel Agreement, to the addition of Britain and Ireland, 
the inclusion of Portugal, Spain and Greece, and most recently Sweden; Austria and . 
Finland - meant stronger guarantees of peace, stability, democracy and prosperity for all ofus. 

That is why the United States has supported European integration from the beginning. And we 
see, in the success of economic reform and democratization in Central Europe, an historic chance 
to go further. We therefore were proud to lead in the expansion of NATO, and take pride as 
well in our trade and investment relationship with Central Europe. And 'we applaud and support 
the EO's invitation to Poland, the Czech Republic, Hungary, Slovenia, Estonia and Cyprus to join. 
But we will be quite vigilant about the details of EU expansion. Economic integration will benefit 
the world, and Europe's citizens and consumers, if it is done on a basis of openness to the world. 
And we believe EU expansion will in most instances mean improved prospects for 
our trade and investment in Central Europe, Cyprus and other future E~ members. But if 
integration results in higher barriers, it will damage American interests' and foster new disputes. 

We are therefore going to. watch this process quite closely. Through the TEP and other 
consultations, we will be in close and continuous contact with the European Union as. integration 
moves ahead. We have also engaged Central ,European governments in separate consultations, 
and asked our International Trade Comrnissi~n to study the impacts of EU enlargement. This 
process can and should serve the interests of the entire Atl~tic commv-nity. 



The Newly Independent States 

The success of reform in Central Europe also offers us lessons as we assist reformers further east: 
Russia, Ukraine and the other newly independent states. 

Economic reform and democratization in these nations are a vital interest' of the United States. 

That is why we have offered technical assistance both in political and economic reform; and 

supported IMF recovery packages for them. 


Ultimately, however, RlI:ssia and the other newly independent states need to reform their own 
economic systems and create strong institutions 'of law and government.: While we can provide 
help, we cannot do it for them. And we should not be surprised to see setbacks and difficult 
periods. But we also should not be defeatists or pessimistic. The basics are there: Russia and its 
neighbors have strong natural resource and agricultural poten.tial, advanded scientific ' 
establishments, and a. tradition of education. The broad, trend toward regular elections and 
economic ties with the West continues. And the creation of stable market democracies in these 
nations remains criti(;ally important to Europe, the United States, and the world. 

We therefore remain committed to support reform, and our trade policy has a role to play in the 
process. The principles of the WTO and our bilateral agreements with these nations­
transparency, open m'arkets; the rule of law - will contribute to their long-term growth potential, 
integration into the world economy, and domestic reform. That is the experience attested to at 
the WTO Ministerial Conference last May by virtually all Central European and Baltic states. We 
are thus working diligently, and cooperating closely with t}:le EU, with all those interested in 

. W'T0 membership: It is not an easy task, but we will soon see Latvia and Kyrgyzstan, and can 
expect others to join the WTO when they are ready. 

The Financial Crisis 

We cannot discuss reform in Russia, however, without turning to the third and last challenge: our 
responsibilities to the world as· economic leaderS. 

This begins with the fmancial crisis. As Presideht Clinton said to the IMFlWorld Bank conference 
two weeks ago, the events which began with the disruption in the Thai currency in the spring of 
1997 have now become "perhaps the most serious financial emergency in fifty years." It has 
devastated the affected nations. And it threatens our own economies as well. 

As the world's largest economies, we and the European Union must lead: the effort to fmd .a 
solution. None of us can sit back and leave it to others. Our counterparts in the finance ministries 
are working closely with the IMF and affected countries to restore economic health and currency 
stability. These policies are getting results: countries like Thailand and K~rea which have 
implemented reform have stabilized the~currencies and brought intere$t rates below pre-crisis 
levels. With patience and full implementation hf reform, the same can occur in Russia 
and other affected countries. We must, however, remain vigilant and ensure that the IMF has the 
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resources and political support it needs to act in case of fresh emergenci~s. 

We must also work together to make sure Japan, the world's second largest economy, accepts its 
responsibilities - to use fiscal stimulus to restore demand-led growth, ref~rm its banking system, 
and comprehensively op'en and deregulate its economy. Without recovery in Japan, the prospects 
for Asian recovery are quite bleak. 

From the trade perspective, we must remain true to our principles and the specific pledges made 
at the Asia-Europe Meeting and the G-8 summit last spring, by preserving our open markets and 
moving ahead with'multilaleralliberalization. r0 do otherwise would risk a repeat of the 
1930s, when protectionism in America and in Europe worsened and prolonged the Depression. 
Each of us' will face pressure from growing imports. As we do - for example in steel- Europe 
needs to share the burden. Failure to meet this challenge will increase the pressure on all ofus. 

The Multilateral Trading System 
I, 

I 

Likewise, we expect Europe to s1;lare the resp0I:1sibility of building a more open; comprehensive, 
transparent and stronger world trading system: . 

-- We must begin with respect for the system that now exists, and 

implementation of panel decisions. As I've already noted, the EU has an 

obligation to respect results of panels and implement them in a full 

and timely fashion. This is fundamental to confidence in the 


. rules-based trading system, and to the ability of that trading system to 
deter new waves of protectionism in an atmosphere of economic crisis. 
And it is fundamental to supp()rt for our biI'ateral trade relationship. 

-- We must also conlinue to work together on accessions of China, Taiwan 

and other economies aspiring to join the WTO .. With respect to China, , 

the talks have been quite slow, but we and Europe have coordinated anq 

cooperated quite closely. We believe China's membership in the WTO is 

vitally important, but the principles of the system are equally 

important. We are prepared to wait until China is ready to make further 

serious offers. . . , ' 

-- We must also help the least developed countries take full advantage 

of the trading system's potential to increase growth, promote 

transparency and strengthen the rule of law, both through technical 

assistance and op,en market measures like our expansion of trade 

preferences to Africa. 


-- We must seek common ground as new WTO negotiations approach. We 

share interests in developing electronic. Gommerce, opening services. 

markets, better enforcement of intellectual property rights in computer 

software and new teGhnologies, and ensuring fairness in government 




procurement. Our companies share with European entrepreneurs a profound 

-interest in a more open, transparent, and predictable process for 

setting standards. 


And Europe's agricultural policies, of course, remain a central concern.,' American agricultural 
producers, our trading partners, and Europe's own consumers and taxpayers all share a profound 
interest in far-reaching reform. The elimination ofexport subsidies .. Reduction in 
price supports linked to production. Transpar(;(ncy in state trading. These are critical issues for 
Americans, Europeans and the future of the trading system. 

-- And we must promote shared values multilaterally: transparency and response to the concerns 
of citizens. This is essential to allow the system to endure and retain its credibility. We must 
make the WTO itself more transparent by opening dispute settlement processes to the 
public and speeding publication of dispute pan~l reports. This is essential to public confidence, 
and the EU is lagging behind in support. And we must find appropriat~ ways to make sure 
growing trade goes together with stronger environmental protection and the advance of 
core labor standards. ' 

Conclusion 

These are complex issues and profound responsibilities for both the Ut:J,ited States and Europe. 
The world is looking to us for leadership and responsibility in a wayn\?ither the U.S. nor Europe 
has seen for many years; perhaps not since the postwar generation. Atid both of us must 
respond. 

Our responsibilities in economics and trade - to the trading system, to the reformmg nations of . 
Europe, and to our own farmers, rancherS, working people and businesses - are matched in fields 
stretching from peace and prosperity; to science and medicine; the defense of human rights; the 

. improvement of international fmancial institutions and beyond. 

But I think history should make us confident that we are up to the challenge. Our own economic 
ties support the jobs of millions of families on both sides of the Atlantic, and spur economic 
development in our nations and around the world. Our advances in science, medicine, 
and technology have made life safer and healthier. The institutions which owe their existence 
above all to Europe and the United States - NATO, the IMF, the World Bank, the United 
Nations, the WTO - have proven their worth as enduring contributors'to peace and prosperity. 
Our relationship should continue to inspire and shape the world in the:century that lies ahead. 

Thank you. 

\ 
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AMBASSADOR BARSHEFSKY: Thank you all for coming. Let me just start out for a moment 
about the U.s.-U.K. trade relationship. Looking at 1997, and the terms are, essentially the same· 
in 1998, $69.1 dollars in two-way trade. Almost evenly split between the two countries-
U.S. exports to the U.K., this is in goods, was about $36 or $37 billion, U.S. imPQrts from the U.K. 

in goods was about $32 or $33 billion and, of course, the services relatioriship between the two 

countries 'is immense as welL Investment is split exactly down the middle, which is really quite 

astonishing. Total of about $142 billion in investment. Forty percent of 1111 U.S. investment in the 

EU is in the U.K. and the U.S. is the single largest host to the U.K. for investment. There are 

about a million jobs ineach country that depend on employment in each other's factories and 

24,000 U.S. companies export to the U.K. That is second only to Canada. For U.S. companies, 

the U.K. is essentially the key staging point for'not only services and sales in the U.K. but also 

the staging point for further exportation to the Middle East, to the rest of ~urope and to Eastern 

Europe. So this is an extraordinarily productive and remarkably balanced relationship: We 


. rarely see figures that look like these'in terms of balance. And in: terms of bilateral trade 
.disputes, I actually, at the moment, can't think of any, which is really quite remarkable. I've 
come to Europe at this point to talk about four,principal topics and these are also the four topics 
that I'll touch upon in my meetings here with both the government as well as with the private 
sector. 

First, the transatlantic economic partnership (TEP). We ha~e made q~i'te a bit of progress in BrussJls in 
working out,jointly, an action plan for the TEP; which has two components:one is bilateral, (that is U.S.-EU), 
the other is multi··lateral. On the multi-lateral side, we've identified a broad range ofissues on which we would 
like to cooperate with Europe, particularly as we look to the 1999 WTO ministerial meeting. Our basic view 
is that the U.S. and Europe, which have led in' : . 
the creation of institutions like the WTO, should try to do more to cooperate with each other 
rather than to attempt to disempower each other and that is our hope as we look to the 1999 
ministerial meeting. . 

With respect to the bilateral side of the TEP, we've identified essentially seven principal areas 
where we would like to cooperate and/or negotiate arrangements. They are: intellectual property 
rights; government procurement; electronic commerce; services; standards including mutual 
recognition agr(!ements; agriCUltural regulatory policy including biotechnology and civil society 
related issues sllch as labor input; environmental NGO input; and so on. 

The second broad area I've come to talk about is the WTO 1999 ministerial. The U.S. has 
proceeded and intends to proceed in the following way. First, we must identifY the broad range 
of issues that may be ripe for negotiation or" if not negotiation, at a minimum, for further work. 
We know already from the close of the Uruguay Round that agriculture is slated to begin in 1999 
and services in 2000. But there are many, many other issues that need to be considered: whether 
they are intellectual property rights, or procurement, or bribery and corruption or regulatory 
policy. ,1, : 

There are also a range of institutional issues: that need to be considered, and I'll give you one 

quite pertinent example. That is the question of what should the relationship be between the 




WTO, on one hand, and the IMF and the World Bank on the other, particularly at this time of 
global financial crisis. Substantively, there is ob~iously an intersection in th~ work of those three 
institutions, but institutionally there is no intersection whatsoever, so there is clearly something 
wrong with this system as it now stands.' , . 

So, step one for the U.S. is to identifY the broad range of issues in front orus. Much of that work 
right now is being done in Geneva by the WTO General Council. We were quite insistent last 
May at the 50th anniversary celebration of the GAIT system, that the General Council has an 
unlimited mandate. That is to say, that any and every country should be welcome to put ideas for 
negotiation before the General Council and let the General Council and Secretariat do a first 
.vetting so that we ean have a very broad·and full range of issues for consideration. 

The second step, then, is having determined what should be negotiated, how: do we negotiate? 
What is the method by which we proceed to as a: rapid a conclusion as possible in the most 
efficient manner possible. Typically, the term "round" like Tokyo Round, Uruguay Round, has 
come to mean that nothing is agreed until all is agreed and the negotiations have no particular 
end date. The Tokyo Round took ten years. The Uruguay Round took seven and a half. I don't 
believe there is any country or group of countries including Europe that has any stomach for this 
,kind of indefinite negotiation and in addition, particularly now given changes in technology, 
given the global financial crisis, we cannot possibly embark on a system, during which all trade 
liberalization stops until the very conclusion of talks. That, I think, would be a very dangerous 
outcome for the world. Our second step, therefore, is to determine how do:we proceed. Maybe 
we proceed with a "nothing-is-agreed-until:all- is- agreed" strategy but have an absolute 
definitive drop-dead time deadline for conclusion, which would be a much shorter duration then 
seven and a half y(~ars or ten years. Maybe we should embark upon an approach Canadians and 
some others have mentioned, what they call rOl¥ld-up, meaning that agreements should be spun 
off as they are reached during the pendency of negotiations and then headirig all the way down 
toWard conclusion. There are probably a hundred variations, we have asked the commission to 
sit down with us to review all the various ways in which we might proceed arid, for the first time, 
I am pleased to say the commission has agreed. So, we will be doing that,and, of course, that is 
the second step. . 

The third step is: what do you call what is announced at the WTO ministerial in 1999 and, 
obviously, we can call it anything we wish. But, the key from our point ofview is that we know 
what we are negotiating and we know how we are going to negotiate it. The name of it is the last 
thing that should be decided. 

The third area that I've discussed and I will discuss here is the area ofU.S.-EU bilateral disputes 
and here there are three areas of particular note; One is biotechnology, in which we have 
encountered significant and persistent problems in the EU with respect to the approval for GMO 
seed and commodities, that is, genetically modified seed and commodities., The process in 
Europe is torturous for product approval. It is opaque for product approval. It is highly 
politicized and, therefore, arbitrary and this is amatter ofgrave concern as more and more U.S. 
acreage is planted with GMO and as more and'mor~ European acreage is'planted with GMOs. 
So, some resolution needs to be taken here. I do think the TEP process offers us an opportunity 
to look at the regulatory system. We are not suggesting that there shouldn't be one. We are 

, .1; 

. simply suggesting that it must be made transparent and time-bound and,. also, to look jointly at 
the issue of food safety, which is obviously a concern to all of our consumers. The other two 
bilateral disputes involve EU non-compliance with the WTO panel decisions, most particularly 

, , 
, , 

" , 



beef and bananas. In the case of bananas, we have been urging the EU to sit down at a table with 
us to see if the case can be settled. The EU has persistently rebuffed our request. I am pleased to 
say that, in Brussels, the EU, for the ftrst time, has shown,more interest in the possibility of 
sitting down to consult on the issue. I have discussed this issue with the Germans and the French 
and I will discuss it also with the British. I don't know if a resolution can be achieved before the 
expiration of the time of compliance, which is January I, 1999, but certainly we would like to try 
and we would hope that Europe would like to try. Having these kinds of disputes linger is 
terribly corrosive to the relationship. It also undermines conftdence in the WTO system. The 
dispute settlement mechanism was designed to yield affirmative and fmal ~esults, not an endless 
loop. of litigation. 

The last issue, the luurth that I will touch on, is the entire issue of transparency and civil society. 
This has to do with the WTO as an institution. In the u.K., in the United States, any citizen can 
walk into any court room, sit in the back of the room if there is a seat available and watch the 
proceedings. You can't in the WTO. In the u.K. and in the U.S., when the court renders its 
decision, it becomes immediately public. Not in the WTO. These deftciencies in the WTO must 
be corrected or we have nothing other than a forum for mistrust and suspicion. Likewise, we 
want to ensure that the TEP process is also conducted in a transparent manher. In addition, I 
think in both the TEP and in the WTO, we must;look more seriously at labpr and environmental 
issues and their relationship to trade. Not as a matter of negotiation. We ate, not looking for 
negotiating groups in these areas but as a matter ofthoughtful policy analysis. In the OECD, 
there has long been the ability oftheNGO community to observe certain proceedings. Again, 
not in theWTO. There has long been the ability of labor organizations to observe certain 
proceedings and to have periodic meetings with the OECD. Not in the WTO. So, these basic 
kinds of steps, coupled with some thoughtful analysis of these subjects, is necessary if the global 
system is to retain credibility with our domestic pUblics.' You see what has:happened on the MAl 
debate, that when these institutions are not transparent, public distrust becomes very, very high 
and that, in turn, will be the greatest threat to the multilateral trading system, not individual 
disputes but a complete and utter lack of public conftdence in the decision-making of these 
institutions. So, that's what I'm here to do and that's what I've been doing in Brussels, Borm and 
Paris and I am happy to take questions. 

QUESTION: Is the U.S. prepared to take unilateral sanctions against the EU January 1 st if they 
don't comply with the WTO and would you do it without getting the WTOapproval or whatever 
the legal word is. And just a second question: if you said that they are ready to talk for the ftrst 
time, does that imply that maybe you'll accept that they can keep this iniquitous regime as long 
as they compens"te in another area and it balances out? 

AMBASSADOR BARSHEFSKY: We have made it very clear that the WTO dispute settlement 
mechanism was explicitly designed to ensure that rights acquired through litigation could be 
ftrmly enforced. This case is not the fIrst time the EU banana regime has been struck down 
multilaterally. It is not the second time. It is the third time this regime has been struck down. 
This is a six-year-long battle. We'won the panel proceedings. We won the appellate body 
proceedings. The EU then changed, shall we say modifted slightly, its regime. We provided the 
EU comments on that modiftcation before they ftnalized it in a very detailed manner 
demonstrating that the regime was at least~sdiscriminatory and as non-compliant as the ftrst 
regime and, indeed, maybe more discriminatory than the regime that has already been struck 
down. The EU,nonetheless, approved the regime: We then took the extraordinary step in July 
and asked the EU to agree with us, voluntarily, to ask the original panel to reconvene to test the 



WTO consistency of this new regime. The EU refused. Therein followed three months of 
procedural roadblocks put up by the EU preventing any such panel review: 'We are done 
litigating this case. We have won this case. We have made it very, very d~ar that we will 
enforce the rights we have acquired in this litigation as expected by the dispute settlement 
process. However, we have also said, as we have been saying for well over:a year, we do think it 
would be appropriate to try to settle this matter. That is, to ensure that the kind of sharp 
discrimination against U.S. interests and Latin American interests be removed and we are willing 
to put all of our efforts and, frankly, all of our focus right npw is on the question:, can this matter 
be settled. That's why we have again raised it with the Commission despite being persistently . 
rebuffed. That is why we have raised it with the: Germans and French and I will raise it this 
afternoon with the British in the hope that we might sit down together. I don't know if a 
settlement is possible, and I don't know what Europe's intentions are but I do feel very strongly, 
and have always felt very strongly, that we must ,do everything we can to attempt to talk out 
problems to see if a mutually agreeable solution can be found before any other action is taken. ' 

QUESTION: But my guestion was, will you then on January Ist impose ,unilateral sanctions and 
ignore the legal niceties of the WTO? 

AMBASSADOR BARSHEFSKY: I think that 'I've already answered the question. I've said 
exactly what our view is as to the legality ofWTO action and we intend to p~oceed on that basis 
as the dispute settlement system allows. 

QUESTION: Are they right that they could string it out longer and longer from January 1st and 
there are more things that have to go through? ; 

AMBASSADOR BARSHEFSKY: The EU position has been something along the following 
lines: The case is litigated. The U.S. wins. That takes a year plus. There: . 
is a 15 month period ofcompliance. The EU takes 15 months, slightly changfug its regime 
to make it rather worse. At the end of the period of compliance, the EU position is that the U.S. 
then re-litigates on the basisofthis new regime.; So we take another year to fe-litigate, another 
15 months, of course, which Europe will request for compliance. We have ail endless loop of 
litigation. This is absolutely not the way this system is designed to work and it is absolutely 
not something that we will put up with. ! 

QUESTION: We understand that you might be pushing for the EU to implement the rulings on 
beef and on bananas, as we know, the implementation procedure is actuallJi not that legally clear, 
to the extent that it's actually more of a political process than a legal process. I want to know 
that, in a similar case which the U.S. has just lost, how quickly are you goWg to implement the 
shrimp/turtle ruling. . , 

AMBASSADOR BARSHEFSKY: We have lost two cases which are and have been quite 
politically sensitive. The first was a case brought by some of our Latin American trading 
partners on reformulated gasoline. This is a very politically sensitive area in the United States, 
because, among other things, reformulated gasoline in general implicates a 'very substantial range 
of U.S. environmental policies. The panel in that case found that our regulations on reformulated 
gasoline discriminated against foreign inte~sts. We asked for a 15 months' period of compliance. 
Our environment protection agency embarked onim entirely new rule-making proceeding. From 
that rule-making proceeding we altered our practice and were deemed to be fully in compliance 
by the parties affected. It took us no more than 15 months, it may have taken slightly less, but in 



the 15 month range. Now the second case is the shrimp/turtle case. In that case, the appellate, 
body, thankfully, reversed every legal fmding made by the panel below and found that the law 

. itself was entirely WTO consistent, and this was a very critical and important win for us. But it 
found the implementation of the law was discrin:;rinatory and the appellate body went through 
four or five ways in which it believed that imple'Tlentation was discriminatory. We have not yet 
gone to the WTO to discuss the period of compliance. I can't tell you right now what that will 
be. It certainly is not going to be longer than 15 months, which is the standard period. We are 
looking at all of the options. We will fully respect all of our WTO obligations, there is 
absolutely no question. We'll look at the question of implementation, and wpether some 
alteration in implementation would solve the problem. We'll look at any other range of remedies 
that the trading parrners affected might wish us to consider, either as a means of settling or as a 
means of some alteration. We will look at the range of other issues, for example, compensation 
and so on. But we will absolutely fully respect our obligations. There's no question about that. 

QUESTION: I'd like to ask a more general question about the global financial crisis and burden 
sharing. I mean wt::'ve seen this sharp doWnward revision from the European Corinnission 
yesterday in theirlforecast for Euro zone growth.: I wonder what your reaction to that is. 

AMBASSADOR BARSHEFSKY: Europe and the United States are the only games in town, 
and both Europe and the U.S. must take the lead togerher to promote global growth 
and stability. Of course the party missing in this has been Japan, which is the world's second 
largest economy. Japan, has a special obligation to take the steps necessary to restore domestic. 

growth in Japan, particularly through sustained fiscal stimulus, to clean up and recapitalize 
the banking system and open its markets and further deregulate. And both we and Europe have 
'Yorked together to push very, very hard on Japan because, without a recovery in Japan, Asia will 
not recover. 

Both the U.S. and EU depend on each other for their own growth. We have, in two-way ~de, 
U.S.-EU, $400 billion in goods and services last year. In investment, roughly $760 plus billion 
dollars in investment and, just as with the UK, virtually split down the middle. If we don't grow, 
Europe will suffer as well as us. If Europe doesn't grow, we will suffer as well as Europe. So 
we have an interest in working together. One of the reasons processes like the TEP are 
important, although these are always step-by-step, these aren't grand schemes but step-by- step, 
is to do everything we can to increase trade flows between the U.S. and EU and increase 
investment flows be~een the U.S. and EU because we are quite mutually dependent. So, 
obviously, downward revisions in the growth of the EU is of concern in the U.S. Downward 
revisions of growth in GDP in the U.S. are of concern to the EU. And that's where we are. 

; . 
QUESTION: Is Europe doing enough? 

AMBASSADOR BARSHEFSKY: We have, I think, felt that we and Europe have cooperated 
exceptionally well during this financial crisis, in every forum. In the WTO - put the disputes 
aside, we can't define a relationship of this magnitude and importance by disputes - in the WTO, 
in the IMP, with respect to World Bank disbursements, we have worked very, very closely. The 
relationships among the finance ministers are very close. The relationships among the trade 
ministers have always been very close. as well as with the Commission. It's very critical that we

_1> • 
continue to cooperate as we have and it is critical thatwe support each other to the maximum 

extent possible to maximize the opportunities for mutual growth, and thereby enhance the 

prospects for a return to more global prosperity: But, right now, we and Europe are the only 




shows in town. So; in that regard, with respect to burdensharing, what we have said is simply 

this: Europe does have restrictive auto quotas. They're due to be phased out in a year and we 

have said, can Europe accelerate the phase-out? With respect to Russia, Europe does have a very 

restrictive arrangement on Russian imports of steel. We don't question Europe's potential need 

for some arrangement with Russia in this area but we have simply asked: Can Europe liberalize 

the arrangement? Fight now, the U.S. takes twice the volume of steel from Russia as does 

Europe and we take literally ten times more steel from Japan than does Europe, which seems to 


. us rather anomalomL We are simply saying that we would hope Europe would look at the trade 
restrictions in place, particularly on these large industrial goods and seriously consider 
liberalizing the restJictions at this point in time. 

QUESTION: What about monetary policy? 

AMBASSADOR BARSHEFSKY: I don't really want to comment on monetary policy. 

QUESTION: I mean European monetary policy, which is slightly criticized as being too tight. 

AMBASSADOR BARSHEFSKY: We have a rule in the U.S. on monetary policy and exchange 

rates, and they are, of course tied, together, and that is there are only two peOple in the U.S. 

government who speak to those issues. The fIrst, of course, is the President, ~ut even he often 

refers to [Treasury Secretary] Rubin. So I'll stay away from those issues. 


QUESTION: Would you explain why the U.S. is the standard bearer of the banana issue, when 

the U.S. doesn't grow bananas? 


AMBASSADOR BARSHEFSKY: But we distribute bananas . 

. QUESTION: U.S. Gompanies own the plantations where they're grown, is that what you mean? 

AMBASSADOR BARSHEFSKY: Our companies have substantial interests in Latin America, as 

you know. European companies have substantial interests in the Caribbe~ri. 


QUESTION: Which companies? 
. ; i 

AMBASSADOR BARSHEFSKY: Dole, Chiquita, and the Hawaiian BananaGrower's Association. One of 
the important aspects of the WTO case is that it is the fIrst case on services,. And the fact is that the Services 
Agreement, the GeneralAgreement on Trade and Services, GATS Agreement, is an agreement that does 
mandateopenness in distribution services. This is the fIrst case of this sort on distribution. In that sense, it is 
precedent setting. Most of the cases in the WTOsystem are on goods and/or the laws underlying intellectual 
property rights. But they are not on services. So this was a rather ground-breaking set of legal decisions at the' 
panel level and then at the appellate body level. I should also say that this regime has been subject to three such 
Cases, each one of which has'upheld the complaining party and struck down the EU regime. There is no· 
question but that the EU regime ,was GATT~illegal and it is WTO-illegal and there is no question about that. 

QUESTION: What other products might be influenced by a decision on disrnbution services? 
. ..k· . , 

AMBASSADOR BARSHEFSKY: I'd have to think about that. For example, retail 

distribution, whethl~r it's consumer products, whether it's wholesale or after.lsales service, much 

of which is covered by the GATS agreement, that might be one in the servi6esarea. Tourism 
., . 



services is another area which could be impacted. This includes travel agents and the rights of travel agents 
as wyll as airline reservation systems. It will depend on the country and the obligations that coUntry undertook. 
We took broad obligations in the services sector as did the u.K. Some countries took lesserobligations and 
you can obviously only enforce rights that you acquired under an agreement with that particular country. But 
you have fmandal services, insurance services, distribution services, tourism services, professional services, 
there are an array of commitments very broad in nature which both the U.S. and EU, and then selectively many 
other countries undt:rtook. It just so happens this is the first case that is a services-oriented case. The effect 
on goods is clear, ofcourse, if you can't distribute the goods there is, therefore, a de facto barrier on the goods 
themselves. But the: underlying case is services of a distribution nature. 

QUESTION: What I'm getting at is, your office fought for about seven or eight years to get Toys R Us into 
Japan. 

AMBASSADOR BARSHEFSKY: Yes. 

QUESTION: ... and. if you go into a Toys "R" Us in Japan, not I % of their products which are 

made in America by American workers. And here you're waging this two year battle for 

bananas, what American jobs are at stake? 


AMBASSADOR BARSHEFSKY: Well Toys "R" Us or companies like Dole, Chiquita, or the Hawaiian 
companies, you have, as in any service sector, a variety of personnel that are employed. I think, in the toy 
sector, you have im inordinate number, whether its importers, distrib~tors in the United States, or 

. administrative personnel. In services, it is sometimes a little bit more difficult to quantifY. But, under your 
theory, one would argue that we should not fight for the rights ofour insurance or financial services companies 
in foreign countries because the bank tellers in foreign countries are foreign and not American and I don't think 
that's a sustainable argument. 

QUESTION: How much money is actually involved and how much are American companies 

being deprived of, what size of the market share would fall to them if the regime was more 

favorable? 


AMBASSADOR BARSHEFSKY: I can't give yqu a precise answer in the following sense. We 
have been working with the interagency on what we call a damag~ assessment. It is certainly in the 
hundreds of millions of dollars. I can't give you, though, a precise number. But we will have 
that number, I would think, within the next, probably, two or three weeks. What we have done, 
in the case of bananas we will - I don't actually know if it came out this week. The first step we 
take in any matter of this sort is to publish in the Federal Register a request for comments on 
what we call action ability. That is to say, we ask for public comments, which can come from 
any soUrce, foreign or domestic, for public comments on the question of the compatibility of the 
EU regime with WTO rules .. Because we must establish through that process and legal analysis 
strict action~bility. that notice should come out next week and there is a thirty:'day period within which people 
comment and we'll look at all those comments, obviously, and make our conclusions. But, 'in the interim, there 
is also the interagency, a "damage assessment" that's conducted and we derive the specific figure or set of 
figures or range of figures. That process is still ongoing and am sure that the number is quite sizeable. 

QUESTION: When you said earlier that you wouldn't accept this continuing, what measures are 
, -,'"

available to you as of January 1st that will change'it? What reprisals or counter measures can 

you undertake? 




't: 

AMBASSADOR BARSHEFSKY: Well, we can take counter measures in the amount of the 

damage caused by the offending pmctice but I would like to emphasize that my sights aren't set 

on that issue right now. My sights are set on engaging the'EU in a negotiation on this issue. 


QUESTION: But how would thaLI mean who J,ould that apply to? Caribbean banana importers 

in the United States? ' 


AMBASSADOR BARSHEFSKY: No, this doesn't affect the Caribbean banana importers. We 

have never challenged preferential treatment for Caribbean bananas in the EU under the 

Lome Convention. That's never been subject to challenge, never. 


QUESTION: What's the Lome Convention? 


AMBASSADOR BARSHEFSKY: It's a cOnvent~on under which the EU provides 

essentially one-way tariff preferences to Caribbean nations, including former colonies. It's a ' 

little bit like our GSP program (Genemlized System of Preferences) where we give one-way, 

preferences to developing countries if they qualify. In our case, the tariff preferences are always 

zero. We give them zero tariffs. That is also wh!it is at the core of our Africa initiative. It would 

be zero tariffs on products exported from Africarl nations to the U.S. 


QUESTION: Many people are worried about protectionist pressure in the U.S. The steel 

industry has started the anti-dumping ball rolling: There's no longer a majority for fast track and 

morale at the USTR is said to be very low. Howworried are you about protectionism and where 

do you see it, and from which industries do you see it fla.nr;g upnext? ' 


AMBASSADOR BARSHEFSKY: I would take issue with one thing which is; I could take issue 

with many things, but the one thing I would say, I don't think we can say th~re's not a majority 

for fast-tmck. I think we can say that the recent fast-track vote, which was largely politically 

inspired, was never intended to produce a positive result for many, many reason~, not the least of 

which is that major trade votes typically don't occur eight weeks before an election cycle. So, I 

don't read too much into that vote and I don't think from that vote one can conclude that there is 

not ultimately a majority Jor fast-track., 


QUESTION: The last vote did not have a majority either. That wasn't just before an election. 


AMBASSADORBARSHEFSKY: But it was very, very close.' And there are 

certainly a number of people who argued that had it been brought to a vote it would have passed. 

We didn't agree with that and did not want to risk a loss on such a major piece of legislation but 

there has always been, in the U.S., a dispute about that. Our intention has been to bring it up in' 

early 1999 and we will be working to Mthat. 


On the question of protectionist pressures, I think we see this in the UK, in Europe, as well as in 

the United States. There is no question that our exports have fallen off apd there is no question 

that that, more than a surge in imports, has accounted for quite an increase, mthe trade deficit. 
But we do know that, even though an overall surge of imports hasn't happened, certainly there 
have been spikes in certain sectors. I thinkfurope is beginning to see this also, also in steel. 
And our entire tmde policy has been focused, geated toward open and foreign markets because 
over one third of the growth in our GDP the last five years has come from our exports and 
because 80% of global consumption occurs outside the United States and a market-opening trade 



, " 
I 

strategy is absolutely critical to our own domestic prosperity. And that has 'been our focus and 
that remains our focus. To the extent companies wish to avail themselves ofour laws, to the 
extent they wish to avail themselves of European laws, whether it's dumping or other such laws, 
that is their legal right and they will purSue whatever actions they wish to Pwsue. 

From the point of view of trade policy, we need, I think, to respond in as sensible a manner as 
possible, including with an eye toward the longer term. Having said that, inithe case ofsteel 
there is plainly a significant problem and in Brussels, Bonn, Paris, there is quite a similar view. 
The global price war has completely collapsed, and I don't think any of us have ever seen a drop 
in prices of this magnitude and this rapidity, ever; Not ever in recent history. So we have to, I 
think,look very carefully at the situation but overall I think both Europe and the U.S. have to 
respond in as sensible a manner as possible. We have to also absolutely continue an open 
markets strategy. It's why TEP is important, it's why the WTO ' '99 Ministerial is important. , 
It's not just a matter of asking the world to retain the status quo in terms of then-existing market 
opening. We've got to keep pushing forward. , 

QUESTION: But surely. though, it will be difficult to open those foreign markets if other 

countries, as they increasingly are, start copying the U.S. and the EU anti-dumping laws. 

Argentina, Brazil, those countries... ' ! 


AMBASSADOR BARSH;EFSKY: Most countries have already copied these laws. This is the 
other side of having these laws. But bear in mind, the anti-dumping code in the GATT was 
created in the 19605 and these laws have been around an awfully long time. It is the right of any 
country to use them, we can See positive aspects of their use in the U.S. an~Europe and we can· 
certainly see negative aspects when we are both on the receiving end of those laws. I think, 
certainly what we demand, particularly when these laws are imposed by other countries is 
complete transparency and due process, which is often lacking, and that is not the case in the 
U.S. and that is not the case in the EU. ' 

QUESTION: May I ask you, you said that the U.S. and the EU were the ot:lly'show in town and 
you've been here a week now but it seems to me that, since you've been here, we've got this 
problem, this data protection directive which is going to come into force on Monday in the EU 
and I don't know if it's you, someone's been making noises about European mobile phones and 
it just happens to be an industry where two European companies areovert~ng Motorola, that 
doesn't look too good You know, the EU doesn't agree with your statistics on Russian steel 
imports and next Monday and Tuesday you and the French are going to talkabout the MAI--the 
multilateral investment agreement. All these negative things have happened just before, and as 
you're going back home. I mean, you know, and then you're going to have an dection coming 
up in a few weeks which may be return a kind ofmore protectionist minded guys so what's going 

, to happen in 1999 when you want fast-track and you don't get a deal even on beef or bananas. I 
mean hasn't it been a kind of slightly negative werk for you, objectively speaking? 

AMBASSADOR BARSHEFSKY: If you have a trade relationship that is $400 billion, two-way, 
you're going to havt: problems. The axiom is, the smaller the trade relationship, the fewer the' 
problems. The bigger the trade relationship, the greater the number of problems. I think that's 
absolutely to be expected. It certainly does not lead me to run around like Chicken Little saying 
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the sky is falling. 1here are problems. Third generation mobile handset standards is a significant 
issue, there is, no question. Bananas, beef hormones, are significant issues. The privacy directive 
is a significant issue although my sense is, and of course Commerce Secretary Daley has 
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negotiated that, but, my sense is that it actually has been moving in a more positive direction. All 
of these, biotechnology, all of these are large issues and they are critical issues but we can't 
possibly conduct a bilateral relationship focused only on the negative when you have a $400 
billion trade relationship. You have to remain pro-active, the disputes have to be resolved and, if 
they can't be resolved, we and Europe each retain our rights to take action. But the .focus should 
always be on dispute resolution and the broader focus should be on increasing an already 
extraordinary and huge relationship. We handle pressUres as pressures arise and in as thoughtful 
a way as possible. . 

QUESTION: Would it help, just a personal question, one of your predecessors famously said, 
you know and it had some effect, that she would use a sledgehanuner to open up markets. 
Would you follow her in that kind of tactic, which seemed to work. 

AMBASSADOR BARSHEFSKY: We have negotiated, in five and a half years, 260 trade 
agreements, five of which are huge: the Uruguay Round; NAFTA; the global ITA; Information 
Technology Agreement; the global telecom deal; and the global fmancial services deal. And then 
we have another, 255 trade agreements, including 35 market access agreements with Japan, 16 
with Europe, 17 with Canada, a bunch with China, so on and so forth. We have seen our exports 
increase 50% in five years. We have seen exportS in the sectors in which we have negotiated 
agreements, which is almost everything from soup to nuts, increase at a rate Jar greater than the 
overall growth in our exports. In many cases export increases in sectors of 80% and 90% over 
those five and a half years. So, if! may say so modestly, I think we've applied exactly the right 
measures that needed to be applied to achieve that kind of success. 

QUESTION: I just wanted to ask you how you found the new German government. Did you 
fmd them pro-trade, pro-competition and secondly how you fmd the differe!1cesbetween 
governments and thirdly in December you've got an Austrian, going to see the President of the 
United States to discuss EU-U.S. policy? 

AMBASSADOR BARSHEFSKY: I don't have too much comment to make on the new German 
government. I arrived and Stolmen resigned and I arrived in Paris and the agriculture minister 
resigned, I just wonder who it will be in the UK. ,In any event, I think we h3d very good 
discussions in Bonn and in Paris with a variety of government officials. Generally speaking, my 
sense is that the policy in Germany will remain an open markets policy. I think Germany will be 
very active in the WTO '99 Ministerial. They have been active and helpful in the TEP process 
and I don't think we atIticipate on the trade side any particular change. What I hope, with 
respect to both Germany and the UK, is to see, perhaps, more sympathy with and greater 
cooperation on the issues of civil society, transparency in the WTO and the issues of labor and 
environment and their roles. So, that's on the German side. The U.S.-EU swnmits, which occur 
about every six months, generally are very, very productive. One, because it keeps the president 
of the U.S. quite firmly engaged, very current, very connected to European leadership. And, 
second, because these are quite substantive meetings. These are not photo sessions, they're very 
substantive, and the full range of issues, of course, going well beyond trade, security, political, 
and so on, are discussed in quite a bit of detail. So we would expect nothing different from the 
meetings. I think they are going to be December 15th. So ~is I think has·been a very productive 
way to proceed with Europe. '. .lr ' 

, 
QUESTION: It's not frustrating trying to deal with so many different people? 



AMBASSADOR BARSHEFSKY: Well, it would be nice to deal with one person who agreed. 
with you all the time. Failing that, actually the nUmbers of people don't much matter. 

QUESTION: Has the U.S. ever taken sanctions against Europe since the WTO has been around? 

AMBASSADOR BARSHEFSKY: Government procurement in '94. There may be one or two 
other instances. I would suggest that whatyou might do is call our office and they can 
give you the numbers if you want. But we did, actually on government procurement, we. mutually 
took sanctions. Whether the WTOwas legally in effect I can't tell you but,itwas toward the 
close of the round as I recall. I think there may be another instance or two, you'd have to ask 
them. 
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