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Mr. Chairman, Senator Moynihan and Members of the Committee, I appreciate the opportunity to 
discuss with you today the steel import surge, its impact on the.u.S. market and industry, and the 
Administration's response. ' 

INTRODUCTION 

Last year, as we all know, steel imports rose ~harply and rapidly, threatening, within a matter of months, 
the stability of our domestic industry and the jobs of many of its employees. In the April through 
November period, imports ran some 50 percent over historic levels across the industry, and at much 
higher levels in several key product sectors. 

This import surge occurred in the context of the larger Asian and Russian financial crises, as a result of 
weakened demand for steel in Asian and other markets. Fairness demands that the U.S. steel industry, its 
workers, and theidilmilies not be asked to carry the burden of the financial crisis alone. Neither can the 
,crisis become an excuse for our trading partners to adopt predatory export policies in steel or any other 
sector. Thus President Clinton is personaily committed, as he has said both here and abroad, and as he 
repeated 'in his Stat~~ of the Union Address, to ensure that our trading partners act fairly, and will 
continue to enforce our domestic trade laws to ensure this. ' 

, ,/r 

The ,Steel Report which th~ President sent to: the Congress on January 7 provided a comprehensive and 
forceful set of actions ,to deal with the steel import surge and the associated unfair trade issues. This 
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:,. 
action plan is working and w.e are seeing the'first signs of recovery. The Administration is determined to 
follow through until stability has been restored to the U.S. steel market. 

Let me also stress tha.t our efforts to solve the steel crisishave been, and must remain, within the 
framework ofour laws and our international commitments. To begin with, this framework is adequate to 
the task. And second" by sticking to the established rules, we can help ensure that the Asian crisis does 
not leadto'a cycle of retaliation and protectionism which would badly damage our economy as a whole, . 
and be especially dangerous to farmers, ranchers and manufacturing exporters including steel-intensive 
exporters, who are already suffering due to weaker demand for our products abroad. This is especially 
important as we work to ensure that the European Union lives up to its commitments in the banana and 
beef cases at the WTO. ' 

THE PRESIDENT'S ACTION PLAN 

The President's steel action plan was developed with the benefit of advice and suggestions from industry 
and labor. It can be f,ilund on the USTR web page at www.llstr.gov/pdf/steeI99.pdf. The report outlines 
in detail steel import trends, their economic impact, and our response. This action plan includes four 
trade-related elemems: 

, . 
• "Vigorous and j~xpeditious enforcement of laws to counter trade practices; 
• Bilateral efforts to address unfair trade practices at their sources; 
• Support for a strong safeguards law and for expeditious Section 201 investigations; 

• Creation of an early warning system for steel import monitorin~. 

The initiatives are the foundation for a comprehensive resolution of the. steel import crisis in a balanced 
manner which will not damage other U.S. industries and workers by exposing them to retaliation or 
supply shortages. These principles have been translated into specific actions which are beginning to 
provide meaningful relief. We are confident that continued vigorous implementation of the President's 
steel action plan wilil bring about the result we all desire: a stable and competitive U.S. steel market 
where U.S. and foreign producers can compete fairly. In the days, weeks and months ahead, we will 
follow through on progress being made and take additional targeted actions where market conditions and 
imports warrant, in a manner consistent with our nation's overall economic interest. 

Let me now tum to a more detailed revie'Y'Mthe;import surge, the current market situation, the status of 
our efforts, and next steps. 

STEEL IMPORT TRENDS AND MARKET CONDITIONS 
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• The 1998 Import Surge 

I will begin by reviewing the trends in our steel trade and market over the past year. 

Last year, 1998, witnessed the largest level of steel imports, the largest and fastest import growth, and 
the largest import penetration in history. Based on final import statistics for December, our 1998 steel 
imports were 37.7 million metric tons (MMT) --.an increase of33.3 percent, or 9.4, MMT over 1997. 
Steel import penetration rose from 23.8 percent in 1997 to 30.1 percent in 1998. This level exceeded 
U.S. domestic needs, causing a glut in the market and severe price suppression. Between 1997 and 1998 
U.S. steel shipments fell 3.5 percent, from 96 to 92.7 MMT. Labor statistics show a sharper than usual 
decline in steel employment, from 242,000 in January of 1996 to 236,000 workers in January 1997 and . 
1998, to 226,000 in January 1999. . 

Three countries -- J~pan, Korea, and Russia -- accounted for the great bulk - 76.4 percent --of this 
import surge. To update the information from the President's January Steel Report, in 1998: 

-- Japan was the single largest source of steel imports at 6.1 MMT, up 163.4 percent or 3;8 MMT from 
1997, accounting for 40.3 percent of the iJ;nport growth; . 

-- Russia was the second largest supplier at 4.8 MMT, up 58.9 percent or 1.8 MMT, accounting for 18.9 
percent of the import growth; and ' 

-- Korea was the third largest source of the growth, with imports at 3.t MMT, up 109.3 percent or 1.6 
MMT, accounting for 17.3 percent of the imp~rt growth. ' 

. While these three countries accounted for the bulk ofthe steel import growth, imports from a number of. 
other countries also rose substantially. In 1998, the United States imported steel from 68 countries (albeit 
in very small quantities from some). Steel imports from a dozen or so "second-tier" suppliers reached 
between 100,000 and 900,000 metric tons, and have potential to increase further. Notable import growth 
occurred from: the United Kingdom, Australia, Ukraine, South Africa, China, Indonesia, Taiwan, India, 
Luxembourg, Moldova, Romania, Latvia, and Kazakstan. In addition, the European Union as a whole 
remains the single largest source ofU.S. st~l imports, supplying 6.6 MMT to our market in 1998, 
although overall stee:! imports from the EU were 4 percent below 1997 levels. 

I 

By product, carbonflat rolled steel was the single largest source of the import surge, accounting for 46.5 
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percent of the overall import increase. However, sharp import increases occurred in a range of other 
products, including h(~avy structurals, steel piling, light shapes, reinforcing bars, line pipe, pressure 
~~~. .' 

In sum, we saw import and market disruption levels of unprecedented proportions in the U.S. steel 
market beginning in April of 1998. However, due to the AdministratiQ~'s execution of the steel action 
plan, the first tentative signs of recovery are beginning to emerge. 

• First Signs of Recovery 

The December 1998 steel import data provided the first indication that market conditions may have 
bottomed out, and that recovery can be anticipated. 

At 2.6'MMT, December imports reflected a substantial decline from the average monthly import levels 
of 3.5 MMT from April through November 1998 import surge period .. Further progress was evident in 
January, with imports declining further to 2.48 MMT -- about 5% above the 1997 monthly average level 
of2.36MMT. ' . 

The December and J:muary decreases were concentrated in carbon flat rolled products from Japan and 
Russia, which are subject to the ongoing antidumping investigation, indicating that actions taken by the 
industry, labor, and the Administration are bearing fruit. When compared to November levels, January 
imports of these products declined 67 percent. Declines were sh~est from the three countries under 
investigation, with imports from Japan dqwn 77 percent, from Russia.down 90 percent; and from Brazil 
down 84 percent. Imports of this product from Japan and Russia have'basically ceased. The 1998 U.S. 
import increase ofthis product was 4.4 MMT{from 5.7 MMT in 1997 to 10.1 MMT in 1998). In 1998 
U.S. imports of this ]:iroduct from Russia and Japantotaled 5.9 MMT. Therefore, a substantial reduction 
of imports from thesl~ two countries will more than offset the growth which has occurred. Nevertheless, 
imports ofcarbon flat rolled steel from a range of other countries are increasing,and are being closely 
watched by the interagency import monito'ring team with a view to ensuring fair trade. 

This type of short-term import decline does riot by any means resolve the entire steel problem. A glut of 
steel products is still evident in the U.S. market, and high impoit levels ofother products persist. 
However, the December and January decIlnes are significant steps, and a clear indication that President's 
steel action plan is working. 

Several other market indicators are also positive. Steel demand in the United States remains strong and 
new orders are reportedly improving. In late January, a number ofcompanies announced price increases 
of 5 percent to 8 percent per net ton ($20 to $30) on hot-rolled, cold:..rolled, and coated sheets for second 
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quarter shipments. Analysts believe these increases will likely succeed, as prices for these products are 
already quite depress,~d (down an average of 21 percent since May 1998), and as the import supply is. ' 
being reduced due to ongoing unfair trade cases. . 

In January, U.S. raw steel production rose 5.1 percent from December while the capacity utilization rate 
rose to 77.2 percent from 74.8 percent over the same months. The most recent data for capacity 
utilization for thewe,ek of March 13, 1999 show another improvementto 78.8 percent. Nevertheless, 
these rates are still low when compared to the operating rate of 93 perCent in mid-March 1998. 

Reflecting the drop in imports, import penetration (imports as a percent of apparent consumption) fell to 
28.0 percent in January 1999, from 36.6 percent in November of 1998. Still, this level is significantly 
above the 23.4 percent level recorded in December 1997. 

TRADE ACTION PLAN 

, " 

These are some initial encouraging signs that the President's steel action plan is working. Continued 
forceful pursuit of the policies and actions· announced, and active mqnitoring of import and market 
conditions with a view to additional, targeted action, where needed, will be key in reestablishing the 
health and stability of the U.S. steel marke,t. Following is an update on the trade related aspects of the 
President's action plan . 

. A. Un'fair Trade Laws '.!. 
The first and essential element of the steel action plan is v,igorous and :expeditious enforcement of the 
antidumping law and' countervailing duty laws by the Commerce Department. . 

, I 

. I 

As you know, fully one third of some 300 antidumping and countervailing duty orders now being 
administered'by the Department of Commerce address steel products. This remedy is well suited for the 
steel sector, in which the industry'S cyclical nature and the high level.of government intervention and 
support overseas have led to a high incidence of unfair trade. The industry is a strong proponent of this 
trade remedy, and has used it effectively to gain relief from unfairly traded and injurious imports. 

That has been the case in this crisis. The Cd'tnmerce Department's expedited investigations and the 
, critical circumstanct:s findings have resulted in relief for U.S. carbon flat rolled producers in record time, 
with retroactive effect to 90 days prior to the Commerce Department announcement of the preliminary 
dumping margins. Thus, in the case of Japan, the antidumping cash deposit and bonding requirements 
became effective only some six weeks from the joint industry and union filing of the dumping case: The 
trade laws have worked expeditiously to provide U.S. industry and workers with relief against unfair 
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trade. Secretary Daley will elaborate on this element of the Presidenfs action plan. 

The U.S. sleel industry and workers filed additional dumping and countervailing duty petition on 

February J.6th with respect to carbon cut-to~leng.th steel plate imports from eight more countries which 
may have taken advantage ofantidumping relief applied to products from Russia, Ukraine, China and 

South Africa. The Commerce Department initiated these investigations on March 8th. 

, 
Let me also note that January's import figures show a sharp rise in steel imports from China, from 
60,000 to just under 100,000 tons: This is still a small total, making up.about 4% of our steel imports for 
the month. However, the sharp rate of increase~ is a cause for concern. Secretary Daley will raise this 
issue during his upcoming visit to China. As the Secretary has said, we will not allow others to jump into 
a vacuum caused by the elimination of dumped steel from Japan or other countries. 

:' 

In sum, the combined industry, labor, and Administration effort to pursue and implement actions to 
counter unfair trade are providing relief, in.a m'!ffiler fully consistent with U.S. international obligations. 

-Bilateral Action 

Another key element of the President's steel action plan provides for bilateral initiatives with countries 
which are the key sources of the steel import growth: Japan, Russia, and Korea. Substantial progress has 
been made on this front as well. . 

1. Japan - The largest source of steel import growth last year was Japan. As reflected in the President's 
Steel Report to the Congress, in January the Administration informed the Japanese Govemment that w:e 
expect steel imports from Japan to revert to pre-crisis levels. We also informed Japan that, if such a 
roll-back does not OC(:ur in short order, the Administration would self-initiate trade action to ensure a 
reduction of imports ~md to prevent further injury to U.S. steel producers and workers. Thus, the 
roll-back will be enforced, if necessary, through Administration trade action. Our intent is to act 
forcefully if normal trade patterns are not promptly restored. 

Our interagency steel import team closely monitors and analyzes both Japanese monthly export data and 
U.S. monthly import data for all major steelcategories. We are reviewing trends, levels, and U.S. market, 
conditions, and in consultation with U.S. prtducers, we are assessing where'trade action may be 
appropriate. Some of the trends are encouraging, but important concerns remain. Japan's exports of steel 
to the United States in December 1998 feJI to 363,000 metric tons, and in January 1999, Japan's exports 
declined to 233,000 metric tons. This compares to the average monthly' export rate of680,000 tons from 
April through October 1998, and the peak ?f 908,000 tons in Japan's September exports to the United 
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States. Japan's December and January steel exports of hot rolled sheet declined to a negligible level. Our 
product-specific monitoring of steel imports from Japan continues to ensure that our expectations are 
fully met. ' 

At the same time, in our broader trade and economic relationship with ~apan, we are pressing for the 
creation ,of domestic demand-led growth in Japan through fiscal stimulus, broad deregulation, financial 
reform, and meaningful market-opening measures. If fully implemented, these policies would create 
substantial opportunities for exporters and workers in America, other Pacific economies, and for 
Japanese workers and companies. Decisive action by the Government of Japan to implement such 
reforms are key to relieving global pressures which are at the root of the steel import crisis in the United 
States. Weare looking to compile a substantive package of deregulation measures by Prime Minister 
Obuchi's visit to the United States in May. 

" 

! 

2. Russia -- On Feb~uary 22od, Secretary D'aley announ~ed the initialink of a compr~hensive set of steel 
agreements with Russia -- a suspension agreement on the carbon flat rolled dumping case, and a broader 
agreement under the'market disruption article of the 1992 U.S. bilateral trade agreement with Russia. 
These agreements would roll back and cap steel imports from Russia, the second largest source ofour 
1998 steel import surge. 

The suspension agreement would ensure that: a) there will be a zero quota -- no imports from Russia of 
flat rolled products covered by the investigation for a period of six months, and b) the annual quota 
which goes into effect at that time,750,OOO metric tons, is 78.4 percent below our 1998 imports of this 
products from Russia and 58.4 percent below our 1997 imports of this product from Russia. The quota 
basically rolls back imports from Russia to their 1996 level. In addition, there would be minimum price' 
and strict monitoring provisions. ' 

The second, broad, stl~el agreement with Russia would cover imports of all other steel products not 
already subject to quota, as well as pig iron. It contains quotas on sixte,en products, and rolls back 
imports of these products to 1997 levels or below, reducing them by 68 percent from the 1998'import 
level. ' 

Both agreements hav(~ been subject to public comment, and all views will be considered. The key 
objective here is to offset any unfair trade margins, and to help restore predictability and stability in the 
U.S. market. This comprehensive approach to the Russian issue is particularly appropriate because the 
Europan Union had already negotiated a similar agreement with the Russian government which may 
have caused diversion of Russian steel to the U.s; market, something U.S. industry was particularly 
concerned about. This comprehensive approach also envisages opportUnities for regular dialogue 
between U.S. and Russian government and steel industry representatives which can be used to provide 
technical assistance in the transformation of the Russian steel sector to market-based principles, and to 
sound environmental and managerial practices. We welcome U.S. industry and labor involvement in this 
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dialogue. 

3. Korea -- The third largest source of our steel import growth was South Korea. The President's Steel } 
Report announced that our dialogue with Korea on steel trade and policy issues would be expanded and 
expedited. A Korean government and industry steel delegation visited Washington in late January and 
provided an update on government and industry efforts to restructure and privatize Korea's steel sector. 
The Administration,' as well 'as U.S. steel industry and members of Congress, have had a longstanding 
concern with the Kor~;!an goverrullent's involvement in the steel sector through industrial policies which 
have favored steel and steel-using industries, and encouraged their growth and export-oriented capacity 
expansion, through incentives and directed'lending. Hanbo Steel is the best-known example, but there 
are other examples ~ well. ' 

In August of 1998 USTR exchanged letters with the Korean Ministry of Foreign Affairs and Trade 
which are aimed at ensuring that the sale of Hanbo Steel, which is in bankruptcy, is taking place through 
a market-driven, open, and transparent process in accordance with international practices. Hanbo's 
production of hot-rolled sheet has ceased pending its sale, Bankers Trust has been engaged to manage, 
the sale. 

In addition, the Korean govetnment has offered general assurances that steel,:,related practices which 
have resulted in excess capacity in Korea and have been the cause oflongstanding trade friction between 
our countries, have b~een abandoned. Accordingly, we have included in our steel discussion with Korea a 
set of objectives to ensure that real and substantive progress is made toward permanently getting the 
Korean government outofthe steel business. Our broad objectives in these discussions include: 

a) Having the Government of Korea address anticompetitive activity in the Korean steel sector and 
ensure open competition inside Korea and ¥t international trade; , 

" 

b) Expeditious, complete, and market~based privatization of Korea's largest steel producer, POSCO ; 

c) Impleme,ntation of the Hanbo sale and operation of the company onbs-Iength terms outlined in our 
August ~xchange of letters with Korea, in a manner which will not engender government involvement 
(we sent a formal Report on this issues associated with Hanbo to Cong~ess last December);and 

, ,~ , 

.J 

d) Fair trade in steel products. 
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In our view, these ar~ reasonable expectations. They are consistent with stated poliCies of the Korean . 
government, and they must be implemented fully if we are to avoid co~tinued trade friction in steel. 

. • Section 201 Safeguards 

A third key element in the President's steel action plan is strong support for an effective safeguards 
provision in U.S. trade law; including his willingness to urge the ITC tq expedite any, section 201 
safeguards investigations concerning steel. ' . 

" 

u.s. industry and workers filed a petition for relief on steel wire rod under Section 201 in December of 
last year. The International Trade Commission (ITC) is now conducting an inquiry to establish whether 
injury. has occurred or is being threatened in this segment of the industry. If the ITC reaches an 
affirmative conclusion under its legal procedures, the President will have the option to decide whether 
relief is appropriate. If a remedy is appropriate, he will have wide discretion to fashion it in a manner 
which is appropriate for this industry. 

Because of its scope ,md 'flexibility, Section 201 is an extremely important and valuable trade remedy 
tool. As with the unfair trade remedies, the decision on when and whethet: to invoke it lies foremost with 
U.S. industry and workers. The Administration has met with steel industry and labor representatives to 
review market and import trends and to review assess relief options. Additional meetings will be held in 
light oithe publication today of the preliminary import statistics for January. 

• Import Monitoring and Early Warning 

The fourth trade~related point in the President's steel action plan is the decision to release preliminary 
steel import data in order to create an earlywarning import monitoring:system. Under this unprecedented 
new data release program, steel import statistics are made public almost a month sooner than the regular 
release schedule, some three weeks after the end of each month. Import trends are reviewed at senior 
levels ofgovernment and discussed with industry and labor representatives to assess their impact and 
options for import relief. 

I 

These import data releases have been invaluable in providing both the government and the industry with 
a real-time sense ofimport trends.' Each month's data are carefully analyzed by USTR and Commerce 
Department experts and the interagency imP'Ort m,onitoring team to review trends by country and by 
product category in tt:rms of volume and per unit import value. These trends are reviewed in light of 
most current information on U.S. market and industry developments. 
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Our particular focus at this time is threefold: I) to carefully monitor imports from Japan in light of the 
President's announcement that he expects imports from that country to revert to pre-crisis levels: 2) 
monitoring import trl~nds for product categories that had been the subject of sharp import increases, to 
ascertain whether me:aningful deClines are underway; and 3) monitoring of imports from second-tier 
suppliers and the EU. 

LEGISLATIVE INITIATIVES: 


In summary, our action plan, and our trade laws are in place, and beginning to provide the relief needed 
. and deserved by U.S. steel producers and workers. Proposed legislation such as H.R. 975, which would 
attempt to resolve these issues through e legislated imposition of import quotas or similar import 
restrictions, would be neither in our natIonal interest, nor that of our steel industry. While well 
intentioned, this typt! of action could create additional havoc in the U.S; market and undermine 
substantial progress we have made to date. . 

Unilateral imposition ofquotas or import bans would ignore the fact that we already have effective trade 
remedy tools which are producing results: As I have discussed above, we have seen a substantial decline 
in imports in December and January; we have announced preliminary dumping and countervailing duties 
against unfair trade in record time; we have seen a substantial drop of imports from Japan; and, we have· 
initialed a comprehensive set of agreements with Russia. Additional trade cases, both UlJ.der the unfair 
trade laws and under the safeguards mechanism (section 20 I ) are pending, and the Administrations has 
affirmed its support for their fair and expeditious review. Our action plan and our trade laws are working 
as Congress intended, providingthe relief needed and deserved by U.S. steel producers and workers. The 
crisis is by no means over, but we are seeing signs of recovery. Continued implementation of the 
President's action plan will ensure further progress. In particular, we are determined to carry on with our 
active.import monitoring program to ensure that these positive trends: continue, and that other countries 
do not increase their exports to undermine progress we have made. 

By contrast, legislated imposition of trade remedies for steel outside of the established U.S. trade laws 
can backfire by inviting trade retaliation by affected trading partners and causing damage to 
export-oriented U.S. industries and workers, some of which may already be a4versely affected by 
reduced demand abroad. While trying to assist U.S. steel workers, quotas which are legislated outside of 
our trade laws could harm U.S. steel interests by prompting retaliation against export oriented US 
steel-using industries, such as autos· and machinery, or against vulnerable industries such as agriculture 
which rely on a strong, rules-based trading system. 

Finally, legislated solutions which do not arise from the type of careful ITC analysis and interagency and 
industry consultation process can create severe distortions in the market which can add to, rather than 
resolve, economic problems. When not carefully considered, quotas can create shortages for user 
industries or result in excessive price-hikes. As our economy continues to grow, demand for .steel 

10 ofl 1 9/1/003:38 PM 

http://www.ustr.gov/speech-testlbarshefskylbarshefsky_t25.)1tml


-
.,.. . 

products remains strong. Imposing quotas at this stage, when it 100ks,Fke the market is beginning to 
stabilize could have the unintended effect of causing a panic in the market which could reverberate 
throughout the U.S~ economy and undermine our nation's economic growth. 

Other legislative proposals to improve U.S. trade laws are being reviewed by the Administration. For· 
example, we are currently in the process of reviewing the proposals concerning Section 201. Section 20 I 
is one ofour rhost important trade laws and is critical for ensuring that our industries can make a 
positive adjustment to import surges when they occur. We fully support a strong, effective safeguards 
law which does not require industries seeking relief to satisfy conditions beyond our international 
obligations. We will review with Congress any proposals toward that end. 

CONCLUSION 

In conclusion, let m{: reiterate that prompt rystoration ofa stable U.S. steel market remains a top U.S. 
trade priority, and the President's steel action plan is achieving the goal. Vigorous and expedited 
enforcement of U.S. trade laws has resulted in substantial relief from unfair trade. Imports from Japan 
have been rolled back almost to the pre-crisis levels. A comprehensive agreement has been initialed with 
Russia which will substantially roll back imports and prevent new surges. Progress has been made in our 
dialogue with Korea, and additional resulfs are anticipated shortly. Active import monitoring is 
underway based on the unprecedented early import data releases, and the Administration is committed to 
do more as market and import trends warrant. Prices and capacity utilization are rising .. 

. We are not ready to declare that the probl~m has been solved. We are fully aWare ofrecessionary 
conditions and excess capacity abroad, and of the fact that the strong U.S. market will continue to act as 
a magnet, while the temptation to trade unfairly will persIst. Nevertheless, we are pleased that actions 
taken to date have resulted in improvements, and we are committed to continue to vigorously enforce the· 
President's comprehensive steel action plan. Working hand-in-hand with U.S. industry, labor, and 
Congress, we .believe positive results will be achieved without jeopardizing broader U.S. 

, t 
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bringing new ideas and opportunities to its people and giving China greater common interests with its 
Asian neighbors and' with us. China's constructive approach to the Asian financial crisis may well be at 
least a partial consequ;mce of this policy. 

U.S.-CHINA TRADE RELATIONS TODAY 

\ 

But at the same time, the progress has been slow. China remains a country .characterized by high trade 
barriers and numerous unfair trade praCtices -- which create inefficiencies within the Chinese economy; 
slow the process of itrtegration; and cause frustration and sometimes injury to American farmers, worker, 
and businesses. 

China's formaland informal trade barriers remain high. Its agricultural$.tandards are based on 
bureaucratic fiat rather than science. Key service sectors like distribution, finance and 
telecommunications remain closed, depriving China of the jobs, efficiency and innovation competition 
could bring to the domestic economy. And the rule of law -- as Hong Kong Chief Secretary Anson Chan 
said last summer, the "infrastructure which enables enterprise to flourish" in any economy -~ is 

. undeveloped. 	 . . 

" 

Thus, China remains insecurely integrated,and only opportunistically so, with the world outside; and its 
economy faces severc:: challenges which, over time, mpre open trade coUld help to solve. Likewise, 

. China's neighbors reIillain blocked from an economy which -- like Japan's -- could be an engine of 
growth ih the present financial crisis and· in the future. One index of thjs is our trade deficit with China, 
noW-over $1 billion per week. Another is that between the opening ofNormal Trade Relations (formerly 
MFN status) in 1980 and 1997, our exports to China grew only $9 billion -- barely half of our $16 billion 
in export growth to Taiwan, and less than a quarter ofour $39 billion in export growth to the ASEAN 
nations. 

( 	 WTO accession allows us to address the policy issues at the root of these problems in a comprehensive 
way. As it does so, it also is an opportunity to advance our broader interests and values beyond trade: 

- As a matter ofiradt': policy, a sound agreement will open Chinese markets to our exports, and give 
American domestic industries stronger protection against unfair trade practices . 

. ,. 

- As a matter of strategy, WTO membership will complement our efforts-to maintain peace and stability 
in the Pacific by linking China's economy more closely with'the world's, creating constituencies within 
Chinafor stability b(!yond its borders.' . , 
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- And as a matter of values, WTO principles - transparency, fair and impartial j udicial practices, peaceful 
settlement of disputes, -the rule of law - are those we hope to advance in <;:hina and worldwide .. 

To win these benefits, lID agreement on WTO accession must be commercially meaningful, addressing 
our major concerns in: a detailed, ~nforceabl~ and rapid way. This is also true for China --: a weak, 
"political" agreement would not yield the full potential for economic efficiency and growth in China. 
Thus, we are committed to a commercially meaningful accession; but while we have not yet reached 
agreement on such a package, in the past months we have made significant progress toward the goaL 

, . I . 

I, 

PROGRESS THUS FAR 

We have reached consensus with China on a broad range of market access commitments covering each 
major sector: agricultural products, manufactured goods, and services. And we have reached consensus 
with China on some of the most important and difficult Protocol issues; including safeguards against 
import surges, guarant1ees for our right to use appropriate non-market economy methodology in dumping 
cases, and protection against abusive investment policies like forced technology transfer and offset·. 
requirements. Talks willI coiltinue on a range ofimportant market access and Protocol issues, however -
including many that must be addressed multilaterally -- and until they are each concluded on an 
acceptable basis,we will not be in,a position to conclude the WTO acceSsion. These include banking, 
securities; consumer ailto finance, and the d,uration ofrules regarding dumping and safeguards. 

Let me now review th(~ progress we have made thus far in agriculture, industrial goods, services and 
rul~. .. 

.j • . 

OUTLINES OF COMMITMENTS THUS FAR 

. On market access, we h~ve a broad set ofChinese commitments covering most ofour conc~rns. This set 
ofcommitments has fbur features: 

- First, it is broad. It covers agriculture, induStrial goods and services; and unfair trade practices 
including quotas, othe:r non-tariff measures, application of non-scientific agricultural standards, 
discriminatory regulatory processes,lack oftj:ansparency, export subsidies and other barriers to trade. It 
will address tariffs and other barriers at the border; limits on trading rights and distribution within the . 
Chinese market; unjustified sanitary and phytoSanitary standards; and r~strictions on services. 
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- Second, it grants no special favors. It requi~es China to reduce its trade barriers to levels comparable to 
those of major trade partners, including some industrial countries .. 

- Third, it is fully enfon;eable. The commitments China has made in alll:lreas are specific, and 
enforceable through our trade laws and WTO dispute settlement and other special mechanisms, 
including some of the protocol issues. ' 

• 	 -Fourth, its results will be rapid. The agreements on sanitary and Pllytosanitary standards, 
concerning TCK wheat, citrus and meat took effect immediately on their signature last Saturday, 
lifting import bans of long duration. On accession to the WTO, Chlna will begin opening its 
market from day one, in virtually ever} area. The phase-in of further broad concessions in all these 
areas will be limited to five years in almos,t all cases; in many instances the transition time ranges 
from one to three years. : " 

Some examples ofthe progress thus far include: 

1. Agriculture 

. 	 I I ' 

In agriculture, China willI make substantial reductions in tariffs both on accession to the WTO and over 
time, adopt liberal tarif1f-rate quotas in bulk commodities ofspecial importance to American farmers, 
apply science-based sanitary and phytosanitary standards including in grains, meats and fruits, and 
eliminate export subsidies. Notable achievements here include: 

Sanitary & Phytosanitary Standards - China will apply sanitary and phytosanitary standards based on 
science, eliminating its bans on American meats, citrus fruit and Pacific northwest wheat. In citrus, the 
industry estimates that this can mean up to $700million in new exports, :when coupled with China"s 

, I , ' 

market access commitnlents on accession and later. 

Tariffs - China's agricultural tariffs will decline to 14.5% for our priority items. All cuts will occur 
within a maximum four-year time-frame; by coritrast, WTO developing countries received ten years. 
ResUlts in some top priorities include tariff cuts from 45% to 12% in beef; 40% to 12% in chrus; 30% to 
10% in apples; 50% to 12% in cheese;, and 65% to 20% in wine. And all tariff cuts will be bound at 
applied levels - that is, lJIllike many ofour tra.dingpartners, China will not have a right to raise tariffs 
beyond these levels orlee it enters the wro. ' 

'TROs - China willlibenllize its purchase ofb~k agricultural commodities like wheat, com, soybeans, 
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rice, cotton and so on. It will adopt tariff-rate quotas - that is, very low tariffs on a set volume of 
commodities - in these bulk commodities. The wheat TRQ, for example, begins at 7.3 million tons and 
rises to 9.3 million tons. by 2004. (Present import levels are below2 million metric tons.) In all these 
TRQs, private traders ",rill be guaranteed a share ofthe TRQ and a right tO,use unused portions of the 
share given to state trading companies. This will help establish legitimate private-sector trade in China. 

Export Subsidies - China will not provide agricultural export subsidies. This is an important 
achievement in its own right,and a major step toward our goal of totally eliminating export subsidies in 
the next WTO Round. 

2~ Industrial Goods 

In industrial goods, China will cut tariffs and bind them at the new, lower levels; make the deepest cuts' 
·in the areas of highest priority to the U.S.; allow American firms to import, export and distribute their 
products freely in China; and eliminate quotas and other numerical restrictions. Specific achievements in 
industrial goods include: . 

Trading'Rights and Distribution - China will grant American companies~ over a three-year phase-in 
period, rights to import and export~products with()Ut Chinese middlemen, and to market, wholesale, 
retail, repair and transport their products -- whether produced in China or imported. Companies which 
set up business in China will also be able to import the goods they choose from the United States. Even 
for China's most proteeted sectors, such as fertilizer, China will grant fu~l trading rights and distribution 
rights in five years. 

. . 

Tariffs - China will ml::i.ke substantial tariff cuts on accession and further,cuts phased in, two thirds of 
which will be c()mplett~d in three years and virtually all of which will be,completed within five years. On 
U.S. priority items, tariffs will drop on average to 7.1 % -- a figure comparable to those of most major 
U.S. trading partners. As in agriculture, China will bind tariffs at these levels. Some specific examples 

include: 


Information Technology Agreement - China will participate in the Information Technology Agreement 
(ITA), eliminating all tariffs on such information technology products as semiconductors, 
telecommunications equipment, computer a@ computer equipment and'other items connected to the 
information superhighway by 2003 in most cases and 2005 in a few others. This places China on the 
same footing'as other:ITA participants, who are required to phase out all tariffs in these sectors by 2005. 
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Autos - China will r'edu(:e tariffs on autos from 80%-100% today to 25%, :and on most auto parts to 10%. 
This will be done by 2Q05. I 

. 	 . 

Wood and Paper Products - China will reduce high tariffs on wood and paper to levels generally between 
5% and 7.5%. 

Chemicals - China will c~ommit to the vast bulk of chemical harmonizations, reducing tariffs from 
present rates between 10%-35% to 5% to 6.5% iq. most cases. In other high-tariff items, China will cut 
tariffs significantly as well. 

,;1 

APEC -- China has agreed to implement the early voluntary sectoral liberalization initiative of APEC 
now under consideration in the WTO, when consensus is achieved. This would eliminate tariffs on forest 
products, environmental goods and services, energy and energy equipment, fish, toys, gems and jewelry, 
medical equipment and sci~ntific instruments, and also includes chemical harmonizatio~. 

" 

: I 

Non-Tariff Barriers - China will eliminate all quotas and other quantitative measures on accession for 
top U.S. priorities such .•iS certain fertilizers and fiber-optic cable, by 2005 in all cases and by 2002 in 
most cases. In autos, China has committed to an initial quota of $6 bi1lio~ - well above our current 
exports and the highest Revel ofexports achieved in the past, and thus large enough that it will pose no 
restriction on trade. That quota will grow by 15% each year and will be eliminated entirely in 2005. . 

3. Services 

In services, while discussions continue on audiovisual, banking and securities, China has agreed to 
broad-ranging commitITLents such as: . . . 

\ , 	 , 

Grandfathering - China will guarantee to protect the existing rights and market access ofall service 
providers operating. in China. 

. . ..~. 	 -. 

Insurance - China will end restrictions on large-sdtle risk insurance throughout China immediately, grant. 
licenses solely on prudential criteria, phase out restrictions on internal branching and remove restrictions 

r 	 on majority control or joint ventures, gradually eliminate geographical ~p numerical limits on licenses, 
and take several other measures. 
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Telecommunications - China will join the Basic Telecommunications Agreement; implementing 
regulatory principles including interconnection rights and regulatory rules, It will end geographic, 
restrictions for paging aild value-added services within four years, mobile and cellular within five years; 
and domestic wireline and closed user groups in six. It will also end its ban on foreign direct investment 
in telecommunications services, phasing in 49% foreign equity in all services in six years and 51 % 
foreign ownership for vitlue-added and paging services in four. 

, Audiovisual - Here, China will allow 49% foreign equity for the distribution of video and sound 
recordings, majority owiilership in three years for :construction, and ownerShip and operation ofcinemas. 
We continue to discuss seveniJ issues here as well. 

Distribution - China will remove all restrictions on wholesaling, retailing,'-maintenance and repair, and 
transportation within thiee years, along with restrictions on auxiliary services including express delivery, 
air courier, rental and leasing, storage and,warehousing, advertising and others. This is of immense 
importance inits own right and as a step that will enable our exporters to do business more easily in 
China. 

Also covered, of course" is a broad range ofother services - architecture, engineering, legal, travel and 
tourism, computer and :business services, environmental services, franchising and direct sales, and many 
more. 

'. 4. Protocol 

Let me now turn to the Protocol issues. Some of these are completed; on others we will need work, 
including as part of the 'WTO process involving a large number of other cOuntries. China has already 
made significant commitments in a number of major areas ofconcern, but significant issues remain 
outstanding. Commitments include: • 

- Product-specific safeguard provisions to ensure effective action in case of import surges. 

- Guarantees that we win continue to use our current "non-marketeconomy" methodology in 
anti-dumping cases. ' 
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- Commitments to eliminate requirements that companies export what they make in China or use 
Chinese parts or other products when they manufacture there. Our companies will not have to agree to 
offsets to invest in China or to receive permission to import U.S. goods. ' 

- A ban on requirements for technology transfer for U.S. companies to invfst in China. 

- Guarantees that state trading companies and state-invested enterprises operate solely on commercial 
terms, and specification that purchases by these companies are not government procurements and are 
thus not subject to any special or different rules." 

The important question of the duration ofseveral ofthese special provisiops remains open, and we 
continue to discuss othet issues as well. 

, ' 

WTO ACCESSION AND OTHER AMERICAN PRIORITIES 
, ' 

Any final accession package must be judged primarily on its value to working people, businesses and 
agricultural producers. It is not a substitute for a vigorous and effective policy in other areas ofour 
relationship with China, and is not intended to be such. When completed and when enforced, however, it 
will complement oll;f work in such areas as human rights and security polky, helping us build a peaceful, 
prosperous, and open Padfic region; and to advance fundamental American principles of freedom, 
transparency, accountable government and the rule of law. 

, ! 

Thus, as I welcome scrutiny of the trade policy details of the WTO accession, I also hope that Americans 
will think about them in the larger context of Pacific security and American values. And I would like to 

, take the remainder of this time to speak to those questions. ' 
. f j 

1. Pacific Security 

" \,., 
First of all, with respect to security, as ultimate wto membership helps mtegrate China more fully in 
the Pacific and world economies, it will ensure that China's stake in its neighbors' stability and prosperity 
continues to grow. 
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This trend began with the economic opening of China in the late 1 970s and early 1980s: Its results are 

clear in the contrast be:tween the revolutionary foreign policy China pursued in the 1960s and early 

1970s, when it sought the overthrow of neighboring governments; and the approach China has taken to 

the Asian financial crisis today, when it has sought to help stabilize their economies through 

contributions to IMF r,ecovery packages and its own currency stability policies. 


, ' 

. " 

WTO accession, by reducing Chinese barriers to trade and investinent and providing enforceable means 
. of keeping them 10werM, will deepen and accelerate this process of int~~tion. Thus, this is in no sense 

a substitute for the U.S. military commitments, security treaties and other policies designed to ensure 
peace and security in the Pacific; but it will complement them in our larger search for a peaceful, stable . . 

and open Asia-Pacific'Tegion. 

The WTO Accession and American Values 

And as in the case of security, the WTOaccessionwill complement and support efforts to advance the 

cause of human rights. ' 


WTO membership, in i~s largest sense, represents adherence to a set ofaccepted international rules. They 
include the development and publication of laws and regulations; consistency in decision making; 
recourse to law enforcement and judicial proceedings; curbs on the arbitrary exercise of bureaucratic 
discretion. And these cOilcepts in turn rest upon universal values and ideaJs including transparency, 

. public and enforceable commitments, and openness to the outside world.' , . 

The WTO accession thus: will acceler~te the trend toward. development of the rule of law within China. It 
thus complements the work our colleagues in other agencies are doing in advocacy for political 
prisoners, activity at the UN Human Rights Commission and engagement .with China's top leadership on 
human rights issues in th4! Administration's efforts, to bring China closer to coITformity with international , 
standards of human rights. 

CONCLUSION' 


.' . 
In summary, over the past months we have made very significant progress o,n this work. 
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We have attempted to address the principal concerns of American agricu'lture, manufacturing, and 
service industries. And we have enhanced the work on rules. .. 

If this progress continw::s, we will ultimately reach a result that creates a fundamentally f~irer trade 
relationship. And at the same time, we will contribute to our larger goals 'of a Pacific region more stable 
and peacefulthan it is today; and to the advance of universal values worldwide. This is a process which 
is in the American IiatiClllal· interest. , : 

. . 

Let me conclude, though, by sayi~g once more that the work is not yet done. WTO accession will come 
only on completion ofacommercially meaningful agreement; and that means each part of a 
commercially meaningful agreement, including the market access commitments and the Protocol issues, 
which are central. In the weeks ahead, we will consult with the Committee and other Members of 
Congress to make sure that our work meets your concerns. 

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

,,', ' 

'1'1 
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AMERICA'S AGRICULTURAL TRADE AGENDA 

Ambassador Charlene Barshefsky' : 


United States Trade Representative' 


National Associatiqn of Agricultural Journalists 

"Washington, D.C. ' 

April 19, 1999 I,
• I 

, Thank you very much. I am very pleased to be here with you this evening. And let me thank the NationaL 
Journal for bringing us together. We have a great deal to talk about: the progress of our talks on China's 
membership in the World Trade Organization; the opening of a new Round of international trade 
negotiations later this year, with agriculture at the heart of the agenda; our work with Canada and 
Mexico; our immediate agricultural disputes with the European Union: ' 

ADMINISTRATION AGRICULTURAL POLICY 

I will touch on each of these, but let me begin with two larger points. ; 

, 

First, this is a year ofcrisis· for America's farm and ranch families. As we speak -- with financial crisis 

overseas, natural disa~ters at home, and a boom in world production -- thousands of farm and ranch 

families are wonderi~ng whether they can hold on. No farmer could foresee these events -- as the Vice 

President said to the Farm Journal conference last week: ' 


"Anyone who has spent any time on a farm knows that both the beauty and the tragedy of the land is that 
it follows a rhythm far beyond our ability to predict or controL" , 
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\/ .' '. . . .' . i 
We understand the gr~vity of this crisis, and'we are absolutely committe~ to a response that makes sure 
Americans have a secure future on the land. The President and the Depcirtment of Agriculture have acted 
quickly to create a safety net, ensuring the passage ofa $6 billion aid padkage, combined with 
commodity loans, disa:;;ter assistance and other initiative to help, address :the effects at home. We 
vigorously support the IMF recovery packages, with their potential torestore health in countries affected 
by the financial crisis:overseas. And in trade we have worked foragreerrients with major trade partners
Canada, China and others - which .can open ne\\f markets and relieve some of the pressure. 

,I 

Second, looking furthe:r ahead, our trade initiatives are just part of our work to ensure a prosperous, . 
secure future' for rural America. Thus, our long-term work to open markets and ensure fair trade is 
inseparable from the fiscal policies which turneq a $290 billion federal deficit into a $110 billion 

. surplus; our work to irnprove the 1996 Farm Bill with a long-term safetY net; the initiatives in the new 
highway bill to improve rural infrastructure; and investments in agric.ul,ttiral science and rural schools. 

r ' 

.; 
! 

ADMINISTRATIONAGRICULTURAL TRADE POLICY 
, , , r ~ 

, : 

With this context, let me now turn to our trade 'policy goals. 

American farmers ate the world's most highly competitive and technically advanced. Because of this we 
producefar more than we can ever eat. That m~ans we have the opportunity to export to the 96% of the 
human race that lives beyond our borders; and with one in three farm ac,res now producing for foreign 

. markets, we have to export to remain profitable at home. . . . 
.,, , 
d. 

These realities are the foundation ofour agricu,ltural trade policy. Dutiq:g the Clinton Administration, our 
work has covered fiv(~ broad areas. We have sought to: ' :;; , 

. . . 

- reduce tariffs and other barriers to trade; 

- ensure that sanitary and phytosanitary standards are based on scienc~; 

- promote fair trade ,by reducing foreign export subsidies and trade-dl~torting domestic supports; 

- ensure greater transparency and fairness·in state trading; and ..., r ' 
I 

- help guarantee that farmers and ranchers can' use safe modem technqJogies, in particular biotechnology, 
without fear of trade discrimination. . ' r 

·i 

I 
. j 

I 

I 
20f9 8/30/00 1:58 PM 

http://w~w.ustr.gov/speech.testlbarshefsk.ylbarshefskY.:..34


http://www.ustr.gov/speeeh-testibarshefskylbarshefskL34.html 

The fou~dation ofthis work is its direct benefit to our agricultural producers. But each item on our 
agenda is also rooted in a broader humanitarian vision. 

As American producers benefit from open markets, consumers abroad ~ave more diverse supplies of 
food, helping guarantee food security and prevent famine during natural disasters. 

As we reduce export subsidies, we ensure faim~ss for American farmers -- and for farmers in developing 
countries whose governments lack the resources to fight back. ' . 

And as we ensUre respect for science in food safety and biotechnology~ ,we protect public health and 
reduce pressure on land, water and wildlife habitat. 

ADMINISTRATION AGRICULTURAL TRADE RECORD 

We have much work to do before we get there~ But we can also be very' proud of the 'work we have done 
so far. I 

First, with the passage of the North American Free Trade Agreement in 1994, we won preferential 
access to our immediate neighbors. As a result, our agricultural exports ~o Mexico have grown from $3.6 
billion in 1993 to $6.1 billion in 1998, a 70 percent increase, and exports to Canada have grown from 
$S.3 billion in 1993 to over $7 billion in 1998. Together, these two countries -- with a population of 120 
million between them -- now buy over a quarter ofour agricultural exports and provide American' . 
farmers with at least a partial shield against o,";erseas economic crisis. . 

. . 
Then, with the compietion of Uruguay Round in 1995, after fortY-sevep. years of developing the trade 
system, we began to bring agriculture under its rules. We lowered tariffs. We put limits on . 
trade-distorting subsildies. We won agreement among all WTO members -- 110 at the time, 134 today-
to ensure that sanitary and phytosanitary standards guarantee food safe,'ty rather than barring imports. 
And we created a dispute settlement mechanism, which we have used in the past four years to enforce 
the Agriculture and'SPS Agreements in nine separate cases: from fruit sales to Japan, to pork in the 
Philippines, dairy i.t;t Canada, and of course the still unresolved banana and beef cases with the European 
Union." . . 

3 of9 8/30/00 1:58 PM 

http://www.ustr.gov/speeeh-testibarshefskylbarshefskL34.html


http://wWw.ustr.gov/speech-testlbarshefskylbarshefsky_34.html 

The banana and beef cases are especially important, since they concern fundamentally important 
principles and precedents: in bananas, the first test of dispute settlement'in the General Agreement on 
Trade in Services; in beef, respect for internationally recognized agricultural science; in both cases, the 
confidence we and our public have that our trade partners will live by the. results of WTO panel 
decisions. We expect full implementation of each decision and are taking measures to ensure it, 
beginning with our authorized retaliation in the banana case. That took place today, imposing penalties 
on $191.4 million worth of European products. It is proof that the system works: when members refuse 
to live by the rules, th(:y will pay a price. 

Since the Uruguay Round, we have also negotiated numerous bilateral agreements in a very large range 
of sectors. Beef in Korea. Applies and cheqies in China. Almonds in Israel. Most recently, our 
agricultural agreement with Canada and out sanitary and phytosanitary agreement in China. And these 
agreements are paying off.. 

The Canada agreement is a great example. In the three months since our agreement gave Montana, North 
Dakota and Minnesota farmers access to the Canadian rrul system, over 151,000 tons of wheat and 
barley have moved north. That compares to virtually nothing last year. And the total has the potential to 
grow rapidly -- since two weeks ago, as the agreement required, Canada'recognized fourteen U.S. states 
as free of kamal bunt, eliminating testing and certification regulations in grain. And with 26 states now 
able to ship feeder cattle to Canada under new animal health regulations , over 40,000 head ofcattle have 

l 

moved north since January .. That compares to 1;000 head for all of 1998: 

And at the same time, our colleagues at the FDA and the Department of Agriculture are intensifying 
food inspection at the border, to not only maintain but improve our food safety standards. This is 
especially important as imports have risen in recent years, to ensure that' the American public will have 
the world's safest food supply as we get the benefits of open trade. . 

NEXT STEPS 

So today, American farm and ranch families face a far more open and fair international market than they 
did six years ago. . 

, " 

But we are very far from done. In the next decade, we can and should go well beyond the achievements 
of the 1990s, to make trade more open for our farmers and ranchers; encourage the most advanced and 
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environmentally friendly agricultural technologi~s; and ultimately to increase the world's food security. 

Most immediately, we have the emergency ofth~ Asian financial crisis, which may have receded from 
the headlines, but not fi~omthe lives ofpeople in: the affected coUntries or at home in rural America. Here 

. we act at home - through the $6 billion safety net package President Clinton insisted on last year; 
through export credit and trade promotion initiatives through the Department of Agriculture, and through 
resisting protectionist h~gislation that could easily lead to retaliation against agricultural and 
manufacturing exports. And we act overseas, both by supporting the IMF recovery packages in Southeast 
A§ia, Korea and Brazil,. and through vigilance against protectionist responses in our trading partners. 

With respect to market access, we have substantial initiatives in each pari: of the world. We have more 
work ahead with Canada and Mexico. We have the broader project of the Free Trade Area of the 
Americas, where the Agricultural Negotiating Group is laying the foundation through drafting annotated 
outlines of a hemispheric agreement in agriculture. In the Transatlantic Economic Partnership talks with 
Europe, we are working toward a consensus approach on food safety and biotechnology issues. And we 
have sectoral issues to address in Africa, Asia and elsewhere. I . . 

. " 

But let me address in more detail two issues of great long-term consequellce: that is, our recent 
negotiations with China on its accession to the World Trade Organization; and our plans to deepen and 
improve the WTO through a new global Round of trade negotiations. 

CHINA AND OTHER WTO ACCESSIONS 

Today the world trading system is a bit like the World Series -- that is, its title promises a bit more than 
it delivers. The WTO now has 134 members. But outside the system, unaccountable to its rules on 
market access and standards, remain about 1.5 billion people- about a quarter of world population. The 
largest group of these is the reforming communist countries: Russia, Ukraine, other former Soviet 
republics, Indochina, and the world's largest nation, China. r , 

Our goal, ultimately, is to bring all thes~ countries into the system, on the commercially meaningful 
grounds its present mernbers accept. This is a task ofgreat importance. For these countries, accession to 
the WTO, with commercially meaningful commitments, will support domestic reform and support 
long-term growth. This will also complement our political and security policies by giving these nations a 
greater stake in peace and stability beyond their borders. In a sense, this:i's the contemporary equivalent 
of reintegrating Japan and Germany after World War II. 
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It is also, however, an immensely complex task. 'The issues we must addfess in the agricultural talks with 
China are, a perfect example. China's trade barriers include state enterprise control over purchases of 
bulk commodities. And they extend to unscientific sanitary and phytosan:itary standards, high tariffs and 
restrictive quotas at the: border. But as complicated a task as this may b~.,it is not insoluble. And the 
progress we have made: in the past months with China shows that. 

The commitments we have achieved in our WTO negotiations address every one of these layers of trade 
barriers. In practical telms, they offer immense opportunities to produc~rs. The pork industry estimates 
completing the accession could mean $100 million a year in sales. Poultry perhaps as much,as $500 
million. Citrus, $700 million; wheat, $460 million; rice, up to 100,000 l1i:etric tons of new exports, and 
on down the list. Let me review some specifics. ' 

SPS Agreement 

First, we reached an agreement on sanitary and phytosanitary standards which is already in effect. With 
this agreement, China has lifted its longstanding bans on U.S. citrus; beef, pork and poultry; and grain 
from the Pacific Northwest. Industry estimates that these restrictions have cost U.S. farmers billions of 
dollars in lost export OJ)portunities over the past 'two decades. 

, I 

This agreement also has potential benefits beyond these commodities. It includes provisions for technical 
cooperation and'scientific exchange on a wide range of mutually beneficial topics, which can help us 
reach consensus with China on some very important issues in the next Round. For example, with over 
1.2 billion people to fec~d, less than 7 percent of the world's arable land,and rapid construction in rural 
areas, China will benefit itnrfIensely from biotechnology and other techniques that raise yields. Thus, in a 
new Round China may well be one of our allies on these issues. •;' 

WTOCommitments 

Second, we have made significant progress in the WTO accession. While negotiations remain ahead on 
several service sectors ,and other issues, China has already made commitinents in agriculture extending 
to all commodities ofinterest to the U.S., and ali issues from tariffs to qliotas, bulk commodities and ' 
state trading. To give you a few specific examples: ' 

Tariffs - China's agricultural tariffs will decline from present levels to an average of 17%, and 14.5% for 
our priority items. This compares to an average of 50% agricultural tariffs for WTO members generally. 
And all cuts will occur within a maximum four-year time-frame; by contrast, WTO developing countries, 

, I 
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received ten years. So by 2004 China will cut its tariffs on beef from 45% to 12%; from 40% to 12% in 
citrus; 30% to 10% in apples; 50% to 12% in cheese; and 65% to 20% in wine. All tariffs will be bound 
at applied levels - that is, unlike many of our developing country trading partners, China will not be able 
to raise tariffs beyond these levels once it enters the WTO. I 

TROs - With respect'to bulk agricultural commodities -- wheat, com, rice,cotton and so on -- China will 
adopt tariff-rate quotas on very liberal terms, with tariffs often in the 1-3% range. For example, China 
now imports about 2 million tons of wheat; after WTO entry, its wheat TRQ will open at 7.3 million 
tons, and rise to 9.3 million tons by 2004. In all these TRQs, private traders will be guaranteed a share of 
the TRQ and a right to use' unused portions of the share given to state trading companies. This will help 
'establish legitimate private-sector trade in China, and allow American producers to compete at market 
prices. 

Finally, China will agree not to provide agricultural export subsidies. This is an important achievement 
, . 

in its own right, and a major step toward our goal of eliminating export subsidies in the next WTO 
Round. 

. I, 

Again, we have work ahead to reach a successf\ll concl~sion. But we have made very significant 
progress. We will reengage with China this week to address the issues which remain incomplete, and I 
believe an agreement will shortly be reached.' '. 

, NEW WTO ROUND 

And that brings me t~ the final issue I will address today: the opening of; the new Round. 

Here we will take up the work we began in the Uruguay Round: addressing market access, subsidies, 
scientific issues, state 1rading and more. The agenda we develop in these areas over the next few months 
will shape the trade ag1enda of the next decade; and success in achieving the agenda is enormously 
important for our national interests in agriculture. 

. .' . 

The Round will be launched at the WTO Ministerial Conference in Seattle this November. In the past 
.', I . 

months, we have developed a broad agenda, which includes reducing tariffs and improving 
administration of tariff-rate-quotas; eliminating export subsidies; reducing trade-distorting domestic 
supports; stronger disciplines on the activities of state trading enterprises; and guarantees that decisions 
on biotechnology will be made on scientific grounds through transparent regulatory processes. 

, i 

~: t' 

70f9 8/30/00 1:58 PM 

http://www.ustr.gov/speech-testlbarshefskylbarshefsky_34,html


http;lI~w,ustr,gov/speech-testibarshefsky/barshefsky~34,html 
, "':'" 

We are now developing specific goals in each of these areas through con~u1tations with agricultural 
. producer and commodity groups; private sector companies, academics and Congress. We will also hold a 
series of outreach sessions this spring jointly with the Department of Agriculture, in which we will get 
out of Washington to California, Florida, Montana, Texas, Kentucky, Io*a, Nebraska, Wisconsin and 
other states, to hear directly from farmers, ranchers, agribusiness and others on the agenda that will help 
them most. 

At the same time, we are building consensus with our trading partners wherever possible. Export 
subsidies are an example, and a case on which we are doing reasonably well. We have the Cairns Group 
with its 24 members on record supporting this. In Miami, the Free Trade Area of the Americas talks have 
helped us win a commitment to the goal in principle by the 34 Western Hemisphere nations. With the 
WTO accession, China will join this consensus; and at the recent US-Africa Ministerial, I had a good 
exchange with 30 African trade ministers about the damage Europe's Corpmon Agricultural Policy 
which.at $4.8 billion last year made up 85%, or six dollars in every seven, of world export subsidies -. 
does to African farmers. ' 

We are also working toward an agreement that this Round can and should be completed rapidly. We 
believe three years is an appropriate time-table. And rapid results are especially important to agriculture 
given the expiration of the current Farm Bill in 2002, the expiration of the Uruguay Round's peace clause 
in 2003, and the pressure the financial crisis ,has placed on so many farm~nd ranchfamilies. 

I 

Arid perhaps most important, together with USDA and others, we are building public understanding of 
the issues at stake. As ",re think about biotechnology, for example, we should remember that virtually 
every type of food we now eat is genetically engineered in some way, thrqugh selective breeding. 
programs for plants and animals dating back thousands of years and through the Green Revolution of the 
1950s and 1960s. Foresight and appropriate regulatory procedures are important; but just as important is 

that we react to the 21 st century with a sense of appreciation for the benefits new technologies can bring. 

! 

THE ACHIEVEMENT AND THE OPPORTUNITY AHEAD 

IiLet me conclude with some thoughts' about the y~ars ahead. 
. I 

\ 

American agricultural producers are living through a very difficult period. That is a fact which demands 
immediate attention. But when we look ahead,I truly believe our farm and ranch families can see a very 
good future -- one in which, to quote a young woman from Cecilia, Kentucky, whose essay on risk 
management won a priZt: from the Future Farmers of America earlier this year, a prosperous life on the 
land will be there "for me, for my family, and for generations to come." .:, 

! . 
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In trade policy -- through our regional and bilateral initiatives; through NAFTA; through the Uruguay 
Round's agreements on Agriculture and Sanitary andPhytosanitary Standards -- we have created a 
fundamentally more open; fair and law-abiding trading world. And the hew Round -- together with the 
opening of China,and the work we see ahead in Canada, Mexico, Europe and elsewhere -- promises 
equally profound advances in the next decade. ' 

These new opportunities will combine with our work at home -- an imp~oved safety net; lower interest 
rates; a better infrastructure; investments in scientific research and rural :education - to ensure that 
farmers and ranchers will be able to make the most of their talent and get the full benefit.oftheir hard 
work. " 

. I 

These are the conditions under which Americans will succeed; and they ,are the reality which, working 
together, we can create for American agriculture. 

I 
, I 
, . 

Thank you. 

. i 
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The North American Free Trade Agreement Five Years Later 
. i . 

j. 

Ambassador Charlene Barshefsky 

llnited States Trade Representative 
I 

1999 NAFTA Ministerial Conference 

.Ottawa, Canada 

.., 
April 23, 1999 '. 

Good afternoon. Thank you very much for inviting me to speak with you today. 

I 
. i 
I I 

It is now five years since the North American Free Trade Agreement went into effect. To~ay, as we look' 
back on its first years and towards its future, I would like to reflect on thre~ .topics: our experience with 
the agreement thus far; our agenda for the future; and the lessons we can bring from our experience in 

. this agreement to the issues we must address beyond our own continent -- in the Western Hemisphere, 
the Pacific region, and the world trading system. 

THE AMERICAN TRADE AGENDA 

The NAFTA is a partnership. It is an agreement that rests on shared value~ and principles of mutual 
benefit. But let me begin my discussion with a bit ofcontext from a U.S. perspective .. 

America's trade interests are worldwide. Our goods exports are almost equally divided among four major 
regions: Asia, Europe, Latin America and North America. Thus our trade .agenda takes in each part of 
the world, and the multilateral system that links it together. To review it briefly: 

.:..; We will host the Third WTO Ministerial Conference this November inSeattle, kicking off a new 
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Round of negotiations with. great potential for our farms, working people, bdsinesses arid consumers. 

-- We are addressing the trade consequences of the ~orld financial crisis fo~:farm and manufacturing 
exporters and for domestic industries, notably steel. r 

" ; 

--'We have begun an ambitious program to improve our trade relationship with Africa. 
i 

-- We are working to improve our trade relations with the European Union through the Transatlantic 
Economic Partnership. . 

I 

. I ' 

-- And together with Canada, Mexico and every other hemispheric democracy, we are at the midpoint of 
negotiations toward a Free: Trade Area of the Americas by 2005 -- which thi,s year, in accordance with 
the Miami and Santiago Summits and under Canada's direction as Chair, must lead to implementation of 
concrete business facilitation measures and "annot<i:ted outlines" of final FTAA chapters. . 

THE ;VISION . 

Each of these is an immensely important endeavor.: But as important as each of these. endeavors may be,
I. . 

it is fair to say that we have no relationships more important than those which are closest to home. No 
relationships mean more to the daily lives and well,.being of our citizens than those with Mexico and 
Canada. .' 

I 
. " 

I 
And that means all three of us are very fortunate countries. This month, every one of us here has watched 
hundreds ofthousands of people forced onto the dirt roads of Kosovo, losing homes, possessions, 
sometimes lives to barbarous practices of "ethnic cleansing." Our countries:now house hundreds of 
thousands or millions of refugees from such conflicts -- today from the Balkans; in the past two decades 
from Central America, Southeast Asia, Africa, the Middle East and virtually every part of the world. 

~ \ 
: ,! 

Almost alone in the world, for acentury and more North America has been: free from this. For over a 
century, our three nations have lived together in peace. That is an extraordipary blessing -- one which is. 
almost unique. It is a precious legacy, and a tribute to the foresight, common sense and good will of 
many generations of Ame:ricans, Mexicans and Capadians. And the North American Free Trade 
Agreement, in the deepest sense, represents our generation's commitment to preserve this legacy and to 
strengthen it for a new ce:ntury. 

. 20f8 
, , , 
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, ! 
A SUCCESSFUL TRADE AGREEMENT 

At bottom, of course, it is a trade agreement, and must be judged on its meri~s as such. And from four 
different perspectives, the agreement meets that test. 

1. Promoting Trade, Jobs and Growth ;: 

First, NAFTA is promoting'trade through an open and fair market. VirtuallY;jall the merchandise trade-
, a figure now approaching $350 billion a year -- between the U.S. and Canada is now duty-free; about 

. . ~. 

two-thirds of US-Mexican trade is duty-free. As a result, Mexico has surpassed Japan as America's 
second-largest foreignmal'ket for goods. We now export three times as much to Canada as to China, 

'Hong Kong and Taiwan combined. Employment and wages are rising in ,all three countries, meaning 
new opportunities for working people and higher standards of living for fanlilies. 

Second, it meets the test of compliance. Our tariff r~ductions are on schedule. In fact, on two occasions 
all three members have agreed to implement tariff-phaseouts before the deadline. Quotas, performance 
requirements and other NAFTA illegal barriers are being elimiriated on time'. Over the five-year history 
of the agreement, we have submitted only two issues to Chapter 20 arbitratl?n panels -: a testam~nt to the 
quality of the agreement and our commitment to make it work. 

I 

Third, it is advancing our broader economic interests with respect to the woHd economy. Most notably, 
the agreement has been an essential factor -- perhaps the single most important factor -- in protecting our 
economies from the worst effects of the Asian financial crisis. From the U.S. perspective, as our exports 
to the Pacific Rim dropped'by $30 billion last year, the growth in our exports to Mexico and Canada 
protectedjobs in manufacturing, farm and service sectors, and incomes of blue and white collar workers, 
all across America. This is a benefit all of us share, of course: Mexico and Canada have been able to rely 
on access to our market as exports across the Pacifi~ have dropped. . . 

i 
I 

Fourth, and most important, it is helping the working people, families, farmers, entrepreneurs, investors 
and consumers of our three countries find new opportunities and enjoy hig~er living standards. Since its 
passage in 1994, as our economy has grown by well over $1 trillion, the United States has created jobs at 
a pace unmet in our history; unemployment has fallen to 4.2% - the lowest-peacetime rate in forty years
and working people have seen wages rise substantially after a sharp decline 'during the 1980s. 

; ! 
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, ] ~ 

I 
2. Managing Implementation and Disputes! 

, 

j 

Much work remains ahead, of course. The Agreement will not be fully implemented until 2008, and 
through our trilateral work program we must monitor the process closely and find opportunities to 
improve it. That is why we put in place last year a new high level oversight.and policy coordination 
mechanism to oversee the: work program, strengthening our efforts even beyond the annual Ministerial , . 

oversight. 

.' 

Today, we have taken steps to further improve imp'lementation, and directed that additional work begin 
to make this trilateral project as successful as it should be. This is essential ,for us not only to take 
maximum advantage of the opportunities open trade in our continent creates, but to make our economies 
as competitive as possibl(~ with re$pect to other regions of the world. 

l' 

We must also address our disputes and disagreemerits forthrightly. With re~pect to Mexico, we have yet 
to resolve concerns on land transportation, but both sides are working with :that objective on the issue. 
We have' very important issues to resolve pertaining to high-fnictose com syrup and sugar, and to 
telecommunications barriers.' And we want to work together to address piracy of intellectual property, 
particularly copyright piracy, where serious proble!lls exist. But we always Jceep in mind the tremendous 
growth in our bilateral trade and the value that has 'brought to both our economies. 

'. ;~ 
. " 

With Canada we recently reached a major agricultural agreement, helping to ease trade and increase 
transparency in wheat, barley, cattle and other commodities. This was of course a first step, and we have 
a range of agricultural issues to resolve in the months ahead. This area will.continue to command high 
level attention in the U.S., as will our work together with Canada on agriculture in the WTO. And we 
need to address the major market access impediments facing our magazine ,publishers and other media 
and entertainment industries. This and other issues make the U.S. - Canadian trade agenda extremely 
challenging, particularly given the long and complicated history of many of these issues; but they are not 
surprising, given the vast size of our trade relationship, and must always be' considered in the context of 
its overall success. : / 

No agreement will ever end all disputes. But through the cooperative franie,work we have built, we have 
avoided or solved many disputes and are working in good faith on those wmch remain. And five years 
after passage of the agreement, we can say with ab,solute certainty that the trade interests of Mexico, . 
Canada and the United States have all been served very well. 

3. Improving the Quality of Life ,. 
I 
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But in relations among neighbors, each of us has concerns that extend well beyond trade. 

Our people - Americans,Canadians, Mexicans alike - expect growth and jobs to go together with a rising 
quality of life and the advance of basic values . .Thusthe agreement, at its inception and still today,must 
also meet the test of improving our ability to guarantee clean air, clean water, public health and 
protection for our natural heritage. It must help us ensure safety, dignity and elementary rights for 
working people. And in each of these areas - as in its trade provisions - five years into the agreement; we 
have work ahead but the a:greemeilt meets the test. .;: . . 

. , 

. 'i: 
With respect to the environment, the agreement ha~ led. to a remarkable imptovement in our ability to 
protect public health, improve the quality of our air. and water, and protect habitat and wildlife. Through 
the Commission on Environmental Cooperation, created by the environmental side agreement, we have 
agreed on conservation ofNorth American birds and created a North American Pollutant Release 
Inventory. The CEC has also helped us devise regional action plans for phase-out or sound management 
of toxic substances, including DDT, chlordane, PCBs and mercury. Important cooperative work is also 
underway on environmental enforcement and air quality monitoring. 

" . 
. , 

On the US-Mexico border, the. North American Development Bank has begun fourteen projects which 

will reduce water pollution and improve health for millions of people. For example, Juarez broke ground . 

last November for its first waste-water treatment piant. That is going to mean better sanitation and . 

cleaner water for a million people in Juarez,another million in EI Paso, and for border towns' and 

villages all along the upper Rio Grande. A similar project has opened on the American border near San 

Diego and Tijuana. '. ,:' . 
, . . 

,. 
, '1 '. 

And with respect to labor practices, the Agreement on Labor Cooperation·nas generated the largest 
cooperative effort on labor anywhere in the.world. It covers occupational s~fety and health, employment 
and training, industrial relations, worker rights and child labor and gender issues. It has allowed citizens 
to draw attention to labor practices and improve working conditions, through the filing of twenty 
separate submissions to the labor commission. Submissions in 1998, for example, led to ministerial 
consultations on freedom of association and safety and health issues in the Mexican states of Baja 
California Norte and Mexico. Earlier consultations led to a trilateral conference on the labor rights of 
women workers in North America, and a work program oftriiateral seminars in Mexico City, San 
Antonio, and Monterrey on union registration, certification, elections, recognition and union democracy. 

4. The Record 
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Altogether, then, the record of the North American Free Trade Agreement five years later is very good. It 
has created the opportunities that allow our people to create jobs and raise living standards, dramatically 
expanded trade and inv~stment, and shielded our continent from the worst ~ffects ofthe Asian financial 
crisis. And it has helped us work more closely than ever before to protect oUr natural heritage, improve 
public health, and advancle the rights ofworkers. And, as it has achieved these specific tasks, it has 
served the fundamental strategic interest we all ha~e in preserving the peaceful, cooperation relationship 
between the countries which share the North American continent. 

NORTH AMERICA IN THE WIDER WORLD ECONOMY , 

This is, of course, a task of fundamental importance for each ofour countries. And it offers us a larger 
opportunity as we approach our challenges and opportunities worldwide. : i 

, , 

Each of us is a participant in the Asia-Pacific Economic Cooperation forum; in the WTO and the 
development of the world trading system; and in the work toward the Free Trade Area ofthe Americas. 
And to close my comments today, let me offer a few thoughts on the lessons we can bring from the first 
five years ofour agreement to these tasks. 

1. 1999 Priorities 

The first is obvious - we do not reach visionary, strategic goals in trade without specific, substantive 
achievements. Just as the North American Free Trade Agreement began with more focused agreements, 
so we will need specific a.ccomplishments in smaller areas to reach our larger goals in APEC, the FT AA 
and the WTO, beginning this year .. 

. ! 
With respect to APEC, the Information Technology Agreement, with its potential to speed the 
development of high-tech industry and open societies, is just one a small example of what we can 
achieve through this forum. To choose just one of the nine sectors we took up in APEC last year, open 
trade in environmental goods and services has equally broad implications for North American exporters 
and for the quality of life.. Each of us should work as hard as we can to win:consensus on this package by 
the Ministerial conferenc,e in Seattle next November. . 

i. 

I 

Likewise, the Miami and Santiago Summits directed us to make "concrete progress" toward Free Trade 
Agreement of the Americas this year. Canada, as the Chair for this year's discussions, has an ideal 
opportunity to lead in implementation this year of concrete and mutually beneficial business facilitation 
measures. These could include a code of conduct for customs integrity; im~roved customs procedures 

, "i 
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I 

for express shipments; transparency and due process in government procur~ment; adherence to arbitral 
conventions; and mutual recognition agreements in'telecommunications. : 

And as we approach the WTO Ministerial and the new Round of global trade negotiations to begin there, 
we should work toward consensus not only on the APEC sectoral agreement but an "Information 
Technology Agreement II" to improve access to th~ most modem technology; extension ofour 
commitment to refrain from imposing tariffs on electronic transmissions, so electronic commerce can 
continue to develop;. and for an agreement on transparency in government procurement to reduce' 
opportunities for bribery and corruption.' . . 

, I 
' ... 

2. Civil Society P~rticipation " 

The second lesson we have learned is that trade policy does not succeed without the inclusion and 
participation of all elements of our society. ' 

. j 

As we see in our experience over the last five years, the work of the Commissions on environmental and 
. . I • 

labor cooperation has given ordinary people and civil society groups interested in trade a chance to 
participate in the implementation of our agreement. All of us have learned from this process. Those who 
administer these agreements and citizens in all our countries believe more strongly than ever that these 
acc'ords have 'helped us reach the NAFT Ns larger goal of cooperation and Hrogress in North America . 

. I; 

i 

We' are convinced that the same will be true of our Iwork outside North Anierica. If it lacks transparency; 
if civil society does not feel it can participate; we may not succeed. And the guarantees of participation 
will not only strengthen the consensus for APEC, or the WTO, or the FTAA.., but improve them .. 

: I , 

In the FTAA process, we have therefore - for the first time in any major international trade negotiation 
we have created a Committee on Civil Society to advise governments on the views of business, labor, 
consumers, environmentalists, academics and other citizen associations. THus, both the negotiations and 
the FT AA can strengthen, throughout the hemisphere, the sense of mutual benefit, citizen participation, 
shared values and common destiny which today allow the three nations ofNorth America to live 

. together in peace and prosperity . 

Likewise at the WTO, w€.~ are determined to lead in the creation ofconsenSllS on reforms that will 
improve transparency and access for citizens,.. more rapid release of documents, the opening of dispute 
settlement proceedings to interested observers, and the creation of more permanent fora in which groups 
can exchange ideas with WTO members and staff.' 
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,\ 

CONCLUSION 


And finally, after five years, our public and the worid beyond can draw a third lesson from this 
experience. That is, the concepts of trade integration, mutual benefit and shared destiny which underlie 
the NAFT A are not just correct in theory but proven in practice. 

, I 

I 
Americans, Mexicans and Canadians alike are more prosperous and have mpre opportunities than before 
its passage.' , 

, , 

Our governments are working more closely and accomplishing more than ever before on environmental 
protection, workplace safety, and all the other issues that affect the daily liv~s of our citizens. 

And we will pass on to our children, stronger than ever, the legacy ofpeace, cooperation and progress on 
the North American contiilent we have inherited from past generations. ' 

, !. . , 

Thank you very much. , 
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THE TRADING SYSTEM OF THE 21ST CENTURY 

Ainbassador Charlene Barshefsky , 

United States trade Representative 

Economic Strategy Institute Conferenc'e 

Washington, DC 

., i 

April 28, 1999 

Good afternoon. Thank you, Clyde, and thank you all. 

The Economic Strategy Institute's annual,conference is one ofWashingt9n's signature trade events. And 
it occurs this year at an ideal time: I . ;. 

In the months ahead, through the World Trade Organization's third Mi~sterial Conference and the 
launch of a new Round of international trade nygotiations, the foundation of the next decade's trade 

, ,I 

agenda will take shape. That in turn will shape the 21 st century economy in which our businesses, 

farmers, working people and consumers live. ' 


, ' l 

This afternoon, as the work begins, I would like to offer you some thou'ghts on the future we should seek 
for the trading system. ' 

U.S. TRADE PHILOSOPHY' , ' 

: i 

The goals we seek are clear. At home, opportUnity and equity; scientific and technical progress; a rising 
standard of living together with a high quali~ of life. Abroad, a more ~table and prosperous world 

:.1" 
" 
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econo~y; improving enviro~ental protection and respect for core labor stan'dards; a stronger peace. 
And a strong, rules-based trading system is essential Ito both. ' 

At home, trade offers American farmers, businesses 'and workers larger markets. Almost 80% of world 
economic consumption takes place outside the U.S.,' and if we are to continue to grow and remain 
competitive in the future, Americans must have fair access to these markets,_ ,Likewise, living standards 
and economic ,efficjency re:quire openness to fairly traded imports. ' 

, I 

And abroad, a strong trading system helps'increase world prosperity, advances the rule of law, provides 
an indispensable shield in moments of crisis, and contributes to internationai peace by giving nations 
stronger stakes in their neighbors', stability ai.1d prosperity. i 

, " .j . ,':' ' . 
, , I' 

These principles have fonned'the basis of American trade policy since the end of World War II. They are 
the foundation'ofthe 275 trade agreements we have concluded since President Clinton took office. And 
they are the basis of an agenda for the next decade: ranging from integrating the quarter of humanity 
outside the trading system; to strengthening and reforming that system to make it more open, fair and ' 

responsive to the opportunities ofthe 21 st century;, I, 
, I: 

DEVELOPMENT OF THE TRADING SYStEM 
, !t 

'I 
" , r 

Let me begin, however, with the context: because, to explain the role of the trading system in our future 
requires us to review the: reason it exists today. : 

, 
This takes us back to 1948, when 23, nations joined to form the General Agreement on Tariffs and Trade, 

. or GATT. They did this, most immediately, to revive the western economIes after the Second World 
War: But their decisions took place in the light of the experience ofthe1920s and 1930s, when cycles of 
protection and retaliation helped create the unemployment and social tension which contributed so much 
to the political upheavals of that era. ' ;' 

The challenge the lead(~rs of those days faced was to rebuild the relatively open trading world which had 
existed before the outbreak of the First World War in 1914 -- described so well by John Maynard 
Keynes in his Economic Consequences of the Peace:, i 

" 

. " '.
"What an extraordinary episode in the progress ,of man was that which came to an end in August, 1914. 

, i 
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The inhabitant of London could order by telephone the various products of the whole earth, and 
reasonably expect their early delivery upon his doorstep; he could at the sam~ moment adventure his 
wealth in the natural resources and new enterprises Of any quarter of the world ... and most important of 
all, he regarded this state of affairs as normal, certain and permanent, except in the direction of 
improvement.n . I.I 

, ,j 

I . 

Events had proven it nothing of the sort. That era of growth and open trade depended on policy, and was 
undone by policy: the tariff hikes and colonial preference schemes of the 19fOs, capped by the· . 
Smoot-Hawley Tariff in the United States, cut trade nearly 70% by 1934 and transformed the world into 
something like a series of island economies. By 1948, disintegration was complete: trade barriers divided 
the Allied economies; China left the world economy in the communist expe;iment; Russia was long 
gone; Japan and Germany had not yet returned.' . 

i . 
I 

The founders of the GATT drew the obvious lessons. For living standards ard growth, trade is not a 
luxury but a necessity. In strategic terms, trade is an invaluable support to peace. 

THE ACCO:(\'lPLISHMENT 

I 

Since then, eight separate negotiating Rounds have rebuilt a freer trading world. 

The system has grown in membership, from the original 23 countries to toqay's 134 econo~ies and 4.5 
billion people. And it has grown in scope: tariffs remain central to its work, but are now joined by 
agreements on agriculture, services, sanitary and phytosanitary standards, intellectual property, technical 
barriers to trade, the Information Technology, Basic Telecommunications,;md Financial Services 
agreements, as well as dispute settlement, oversight bodies for each agree~ent, and a forward 
work-program on newer issues. . 

As a result, for each WTO member, exports offer markets to farms and businesses, create the economies 
. of scale that speed techni,cal progress, and raise th~ wages of workers. Imports raise the standard of 
living for consumers -- especially the poor -- and let industries find the best price for inputsand compete 
more successfully. Since 1960 global trade has grown fifteen-fold. World ~conomic production has 
quadrupled and per capita income more than doubled; this in turn provide~ families and governments 
with the resources to improve health, invest in education, protect the env,r,onment and advance other 
social goals. . '. I' • 

In consequence, life has improved nearly everyw~ere in the world. World;life expectancy has grown by 
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. l. 
twenty years. Infant mortality has dropped by two-thirds. Famine has recede4 from all but the most 
remote or misgoverned comers of the world. And daily life has been enriched in perhaps small but 
remarkable ways: oranges and green vegetables available around the world iIi midwinter; books and cars 
over the Internet. I 

And during the financial crisis of the past two years, the trading system pro~ed its worth in another way. 
Today's enforceable commitments and contractual rules are vastly more resnient than that of 1914. In the 
worst financial crisis of the past half century - with 40% of the world in recession, six major economies 
contracting by 6% or mon~, and the American trade imbalance likely to pass, $300 billion -- we at least so 
far have seen no broad reversion to protectionism. • .. . 

While the crisis is by no means over, this has prevented enormous economic damage to our country and 
our farmers and working people. It has helped guarantee to affected coun~ries the open international 
markets essential to their recovery -- and we now s,ee signs of return to heal,th, from buildups of 
inventory in Thailand's manufacturing sector, to rising numbers of Asian tourists in Hong Kong, revival 

I 

ofconsumer demand in South Korea,and resilienc,e in Brazil. And it has helped to avert the political 
tensions that can arise when economic crisis leads to trade conflicts. 

I 

The question, ofcourse, its whether these accompHshments are enough. As the President's call for a new 
. Round indicates, we belk~ve they are not. 

END OF THE COLD WAR 

, ,: 

First of all, the basic work begun in 1948 -- the completion ofan open trading systein whose principles 
are accepted by all major trading economies -- is pot yet done. Many Middle Eastern countries remain 
outside the system, as do many smaller island states and least-developed economies. And we face one 
challenge with truly profound implications: the response of the trading sy~tem to the end of the Cold 

'" War. 

. i 

The trading system beglID, in essence, with the World War II allies and Latin America. Since then it has 
responded to two of the great political developm~nts of the postwar era: the reintegration of Japan and 
Germany, and decolonization. The largest group now outside the system are the transition economies: 
China, Russia, Vietnam, Ukraine and other former Soviet repUblics. They make up 18 of the 30 current 
applicants for WTO menibership. Their entry ana acceptance of the system's rules is essential: it will 
strengthen the WTO; strengthen peace by giving them greater interests in stability beyond their borders; 

. and support domestic economic reform and sustainable growth in the transition countries. It is a taskof 
immense gravity, technical difficulty and politic~l complexity; but it IS ,achievable - and that is clear 
because it is already well underway. . 
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1. Progress Thus Far 

Since its creation in 1995 the WTO has admitted five transition economies: Slovenia, Bulgaria, 
Mongolia, Kyrgyzstan and Latvia. We have completed bilateral negotiations:with Estonia, and made 
significant progress with another six: Albania, Armenia, Croatia, Georgia, Lithuania and Moldova. Their 
governments -- some in the Balkans and the Caucasus operating under the most difficult of 
circumstances -- deserve immense credit for their progress so far. 

I 

From om perspective, each case has set important precedents and offered lessons on broader questions 
associated with integrating transition economies, inCluding subsidies, transparency, transitions to market 
pricing and other issues. And each acceding nation has found the process a support to its domestic 
reforms. As Latvia's Foreign Minister Birkavs said to the Second WTO Ministerial Conference last year: 

. 	 " . . 

. . II 

"the accession process and potential membership in: the whole have very po~'itively influenced and even 
accelerated-the whole reform process." t 

il 
. '. 
, r 

2. China I s WTO Accession 
'. 

I 
I 

r 
, , . 

We are now in the midst of negotiations with a much larger nation: the People'S Republic ofChina, the 
world's largest nation and the largest economy in this group. This is a matter of immense importance-
for our economy and our working people, for our Asian trading partners, an~ for our national strategic 
interests. i 

, 

Consider how damaging was China's economic isolation during the Cold War. Between 1949 and early 
1980s, China's economy \:vas almost entirely divorced from the outside world. The consequent loss of 
foreign markets and investment impoverished China at home, and meant that Asia's largest" nation had 
little stake in prosperity aJId stability -- in fact, saw:advantage in warfare ,and revolution -- beyond its 
borders. Every Pacific nation felt the consequences not only in economics ahd trade but in peace and 
security. 

With the reform in China beginning twenty years ago, this has begun to change; China is now one of the 
world's major exporters; its AsiaIi'neighbors are among China's markets and leading investors. The 
consequence of this may well be evident in China's response to the Asian financial crisis: where mice 

i 	 i 
~ , 

" 
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China might have seen an opportunity' to overthrow governments in Korea and Southeast Asia, it now 

sees a threat to its own economic interests, and has ~hus contributed to IMP; recov~ry packages and 

maintained currency stability. ' , ; 


, I 
. I ' . 

But China remains insecurely and only opportunistic~lly integrated in the glbbal economy. Trade barriers 

remain high in agriculture and manufacturing; its service market is among world's most tightly closed. 


, The principal victim of these practices is China itself: it faces ineffiCiencies in rural and urban 
.economies stemming froni lack of competition and' state monopolies; the closure of markets. in sectors 
like finance and telecommunications which slows technological progress; aild a weakly developed rule 
of law threatens investment and long-term growth. At the same time, ofcourse, China's trade barriers 
block American goods and services, and prevent its neighbors from taking maximum advantage of an 
economy which could be an engine ofgrowth for the region and during this: crisis. 

These are the broad issues we take up in the WTO accession. Our work rests upon, specific American 

commercial interests. But it also contributes to the ~ntry of China into an international culture ofopen 

economies and the rule of law. It helps to create transparent laws and regulations; ensure access to 


, administrative or judicial decision making; curb arbitrary bureaucratic pow~r; and bring China toward 
adherence to accepted int€!rnational standards of behavior. This will help strengthen the rule of law in 
China. It will help us achieve a more fair and openiChinese trade regime that creates opportunity and 
ensures fairness for Americans. And it will advance our larger goal of trade policies that support and 
complement our work to t!nsure Pacific security and advance universal standards of human rights. 

! 
" ; 

, ,. I'. 

In the past months, we have made very significant progress in China'sWTO accession. We have 

completed our negotiatiolls on agriculture and industrial products, and addressed many of our concerns 

in services. We have also made significant progress on subsidies, state trading, technology transfer, 

non-market economy dumping and other issue~ cOlnmon to the transition economies. While time does 

not allow a comprehensive review - that is in any case available on our weD site - we have reached a set 

of commitments that covt~rs most of our concerns. IThis set of commitment~ has four features: 


- First, it is broad. It covers agriculture, industrial goods and services; and unfair trade practices 

including quotas, other non-tariff measures, application of non-scientific agricultural standards, 

discriminatory regUlatory processes, lackof transparency, export subsidies ~d other barriers to trade. It 

will address tariffs and other barriers at the border; limits on trading rights'~d distribution within the 

Chinese market; and restrictions on services. ;i 


, i 

" 
'. I 

1 

- Second, it grants no special favors. It requires China to reduce its trade bamers to levels comparable to 

those of major trade partners, including some industrial countries. '; I, . 


I
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- Third, it is fully enforceabl~. The commitments Cqina has made in all areas are specific, and 

enforceable through our trade laws and WTO dispute settlement and other special mechanisms, 

including some of the Protocol or rules-based mechanisms. 
 I 

• 	 -Fourth, its results will be rapid. The agreements on sanitary and phytosanitary standards 
concerning TCK wheat, citrus and meat are now in effect, lifting import bans of long duration. On 
accession to the WTO, China will begin open.ing its market from day one, in virtually every area. 
The phase-in of further broad concessions will be limited to five years in almost all cases; in many 
instances the transition ranges from one to three years. . ' 

. 	 ; , . , 

The work is not yet done in either market access or :the protocoL As in all acpessions, concluding it 
depends on the acceding government, and of course China must meet the concerns of our trading 
partners at the WTO as wt:ll. But the distance we have traveled opens the prospect of completing the 
work soon. And when it is: done, within view will be the completion of the vision held by the founders of 
the GAIT: a universal trading system which advances prosperity and the rule of law in all the world's 
major trading economies. ' 

OPENING A NEW ROUND 

, 
I 

. This is a challenging agenda by itself; but today we must go further to impr&ve the WTO and its rules as 
they stand today. . . I.· . .i 

I 
, 
i 

i 
Since 1995, the WTO has, proven itself a fundamental improvement over the GATT: it has created 
opportunities for growth, advanced the rule of law, and helped make sure the Asian financial crisis did . 
not lead to a cycle of protection which would have: further hurt affected nations and threatened world 
prosperity. And its balance of market access commitments and phase-ins glve both developing and 
industrial countries confidence the system is generally fair. i . 

But we all can see that it is by no means perfect. Our disputes with Europe on bananas and beef reveal 
weaknesses in dispute settlement which could erode its strength and threaten overall confidence in the 
system. Andin a broader sense, we must take up a set of challenges whose'resolution offers immense 
opportunities for further improvements in growth ~d the quality of life; but which if unattended may 
threaten confidence in the world economy. . 

,, 
The financial crisis has pointed up the need for transparent, pro-competiti~e regulation in services. 
Agricultural trade barriers, which remain very high, reduce world food secUrity; and agricultural export 
subsidies impose especia.lly unfair burdens on fanhers in the poorest counmes. The advance of science 
and technology has created new products, new services and new methods ofconducting trade, notably 

. 	 I ,. 

7 of 11 	 8/30/00 1:41 PM 

http://www.ustr.gov/speech-testlbarshefskylbarshefsky_36.hnnl


.. .'. '. i 

. http://www.us\i".gov/speech-testlbarshefskylbarshefsky_36.html 

through the Internet. . 

In broader terms, we note a sense in the developing world that poorer countries benefit less than they 
should from liberalization. Paralleling this is concern in many developed na~ions that policies to open 
trade and promote growth .are advancing more rapiclly than policies to protec;t the air, the water and the 
global commons, and defend children against sweatshops and other abuses. We see a growing reluctance 
by governments to talk about the benefit of imports~ And -- certainly in America, and I believe elsewhere 
-- many people hold a perc:eption, which is not entitely incorrect, of the WTO as an institution whose 
workings, especially in dispute settlement, are opaque and inaccessible. . : I. 

THE FUTU;RE AGENDA 
, 

, . 

Thus, if we do not improve the system, we are likely not only to lose opportunities but to see public 
dissatisfaction rise and th€:: strength of the system erode as time goes by. And that is the context in which' 
President Clinton called for a new Round. . , . . . ! . 

We approach this task with some new advantages -- notably the stronger inStitutional structure of the 
WTO, and our consequent ability to conclude the very broad agreements on Information Technology, 
Financial Services and Basic Telecommunications without a formal Round. And so we envision a Round 
which uses this stronger structure to work in three separJte dimensions sirhtJ,ltaneously: ongoing results 
in priority areas, an accelerated negotiating agenda~ and institutional reforrrls and capacity-building at the 
WTO. . 

1. Ongoing Results 

, . 
The ongoing results would begin in the months leading up to the Ministerial Conference and at the event 
itself. They could include:, for example, efforts to reach consensus on an agreement on trailsparencyin 
government procurement, which reduces opportunities for bribery and corruption; and extension of the 
WTO's standstill on tariffs applied to electronic trfutsmissions, so that development of trade over the 
Internet is not slowed by trade barriers. It can also,include ourwork toward consensus on an 
"Information Technology-Agreement II" which fuIther ensures access for all countries to the most 
modern technologies; as well as progress toward the sectoralliberalization'initiativ.e begun in APECand 
now under consideration at the WTO. 

2. Accelera~ed Negotiations 
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. r 
Looking then to .the negotiations which will comprise the Round, we are now consulting with Congress, 
our trading partners in Geneva, and American business, agricultural and oth~r civil society organizations. 
These discussions will continue through the summer and early falL But as a ~tarting point, the 
negotiations should be manageable enough to complete within three years, and should include: . .. 

-- Agriculture -- which of£~rs the prospect of more prosperous rural societies, and lessened threats of 
hUnger and malnutrition. Further reductions in tariffs, trade-distorting domestic supports and other 
barriers will strengthen food security by giving consumers more diverse sources of food. Eliminating 
export subsidies will help ensure market-based prices -- essential to consumers and farmers alike. And 
guarantees that producers can use scientifically proven biotechnology techniques will allow farmers and 
ranchers to raise yields and efficiency, protecting c()nsumers and reducingptessure on land and water. . 

. '. 

-- Services, where deeper (;ommitments to liberalization and national treatment can address some of the 
weak regulatory practices in law and finance which helped to spark the finartcial crisis, advance freedom 
of information by ensuring access to new telecommunications technologies, help to protect public safety 
by raising architectural and engineering standards, and facilitate commerce ~d growth by creating open, 
competitive distribution arld transport systems. . . ; . 

-- Industrial goods, where we can raise . living standards and speed the advance of science by opening 
new high-tech sectors; reducing tariffs and nontariffbarriers, and thus allow manufacturing industries' 
and working people to take advantage of economie~ of scale and producem?re efficiently. 

-- Government procurement, where a foundation in 'an agreement this year en transparency likely will 
yield ftirther opportunities for cooperation. . 

i 
-- Intellectual property, where we will begin with the scheduled review oftne Uruguay Round's TRlPs 

. agreement, and consider whether we need go further to promote scientific advance, artistic creation and 
. improved medicine. I . :. 

-- A forward work-program and/or negotiation on issues including how corrtpetition and investment 
policies help assure fair arld open trade; how the WTO can promote pro-co~petitive regulatory 
principles in services; advance efforts against bribery and corruption; and a4dress the need for safety 
nets as nations adjust to hdghtened competition. 
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3. Institutional Reform of the WTO 
, l: 

The final dimension is institutional'reform. Broadly; speaking, this would en~ure public support for the 
WTO as an institution, strengthen its ability to sUPP,ort real-world commerct:(, and improve its 
cooperation with other international institutions. Here we would hope to take up: 

-- Trade facilitation, perhaps beginning with customs reform to reduce unne6essary paperwor~ and ease 
the flow of goods; 

-- Capacity-building in developing countries. This would include technical assistance to ensure that they 
can fulfill the commitments which help them export -- intellectual property enforcement, compliance 
with food safety standards, pro-competitive regulation in telecommunicatioris and so on -- and which 
create more efficient domestic economies by developing the infrastructure of communications, 
information and finance. ' , 

-- Coordination between the WTO and the international financial institutions, in a world where the' 
separation of trade ,flows from financial policy has ~ecome entirely artificial and sensible trade policies 
can help to advance and complement financial stabilization. I· 

i 

-- The intersection between trade and environmental policies: as shown by ~e WTO's recent High-Level 
Meeting on Trade and the Environment, a consensus among governments exists that trade liberalization 
can complement policies to ensure clean air, clean water and protection of Ol,ll' natural heritage, while 
,promoting economic grov,1h. This is a promise we must realize.' 

-- The intersection between trade and labor: growt~should be accompanied;by elimination of 

exploitative child labor and respect for internation~lly recognized core labo~ standards. Closer 

cooperation between the WTO and the Internationa:l Labor Organization W~uld be a start. 


. . . . 

-- Finally, reform and openness in the WTO itself -!. because the WTO, like;domestic institutions, must 
be transparent and responsive to win public support. Here we seek practical:goals: ensuring rapid release 
ofdocuments, guaranteeing the rights of citizens and citizen groups can file amicus briefs in dispute 
settlement proceedings, se:eking other methods for civil society to contribute to the work of the trading 
system, and making dispute settlement proceedings be open to public observers. In the interim, we have 
a standing offer to open any dispute panel involving the United States to the public, if our dispute partner 
agrees. 
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! 

CONCLUSION: THE MINISTERIAL AND THE YEAllS AHEAD 

I 
I" 

J ;, 

This is the work that begins with our role as host arid Chair of the WTO's Third Ministerial Conference 
this fall. The Ministerial will be the largest trade e~ent ever held in the United States, highlighting to the 
public the importance ofthe trading system to our current prosperity; and creating a consensus for the 
trade agenda of the next century. 

An agenda which helps re-integrate the world by g,ving China, Indochina, Russia, Eastern Europe and 
the newly independent states their place in a prosperous, rules-based world ~economy. ' '. 

Which speeds technical progress that can improve health, help protect the enviromri.ent, ease commerce 
and stimulate artistic creation, scientific research ard political debate. : 

! . 
i 
I 

. I; 
Which advances the univ,ersal values of fairness, open government and the [rule of law. 

I 

, j (, 

, '. 
And which gives ordinary people more power to shape their lives, and offer their children better 
prospects still, than at any time in human history. 'I 

'I' 
, I 

, 	 i 
I
l' 

It is an extraordinary opportunity. And the work of making it reality begin~ this year. 
I 
I 

Thimk you very much. 

'I. 
I: 
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The Fr(!e Trade Area of the Americas: One Yea~ After Santiago 

Ambassador Charlene Barshefsky : 

United States Trade Representative 

Council of the Americas 

Washington, D.C. 
I , 

,May 4,1999 

Thank you all very much, and thank you for ~hat introduction. 

I am very pleased to be here today. It is now one year since the S~it of the Americas in Santiago; Jd 
it is a little more than eight months since formal FT AA negotiations l;>egan, at the direction of that 
Summit. Since mid-January, we have held negotiating sessions in Miami every week ... with the 

. exception of the Super Bowl. ' . 

But the intervening year has been more eve~tful, in more ways, than: many expected. Since our . 

negotiators began their work in Miami last September 1 st, many of the hemisphere'S 34 democratic 
governments have changed. The Asian financial crisis has put immense stress on all ofour economies. 
And we have all seen and responded to Hurricanes Mitch and Georges, with the terrible destruction arid 
human suffering they brought to Central America and the Caribbean. . 

i 
And as we look ahead, we see the deadline our leaders set for completing the Free Trade Area of the 
Americas approa(~hing quickly: the young people graduating from JPgh school this month will have 
graduated college when we complete the talks by 2005. And so, with the experience of the past year 
behind us, I felt that today would be an appropriate moment to revisit our goals; review our progress thus 
far; and look ahead to our prospects for co~pleting the work. , , i 
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" 

SHARED INTERESTS, SHARED VALUES 

I , , 
I 

Let me begin with the assumptions at the heart of the FT AA. 

-- We share interests that make this project one of great potential benefit to all our countries. 
, 
i 

" , 

Our nations are neighbors; we will always be neighbors; and it is clearly in our interest to be able to 
trade as easily and fairly as possible with our neighbors. That is plainly evident in our experience during 
the past two years, when the various trade agreements we have adopted in the past decade - NAFTA, 
Mercosur, CBI, Caricom, the Andean Pact and the Central American <;ommon Market - have helped our 

people avoid the worsteffects of the financial; crisis m Asia. .r ..' ..' I 
, "i. 

-- We share views on policy that make.the FTAA possible. 

, ' , , , , 

The FTAA's promise -- to eliminate tariffs, quotas and discriminatory regulation; protect intellectual 
property rights; ensure open and transparent markets in services; and:provide for the peaceful resolution 

. . I f 

of disputes -- will create a free and open market under the rule of law, helping our nations compete in tpe 
world economy and giving our citizens the chance to make the most :pf their talents and provide for their 
families. The as~ociated wo:k we have unde~aken in the S1lIl11hit of, the Ame?c~ to ensure uni~ers~ I 
access to educatIon, fight bnbery and corruptIon, and promote new technologIes In telecommUnICatIOns 
and the Internet will make 'these opportunities open to everyone. " . 

, 

-- And we share values and ideals that mak~ the FT AA project all but inevitable. 

, 
Since the end of the Cold War, we have achieved an historic cons~tisus: commitment to democracy; faith 

! " I 

in the rule of law; commitment to social justice; and confidence in one another as partners in a shared 
destiny. These principles have transformed the Americas: from Central America to the southern Cone, 
soldiers have returned to quarters; guerrill~ taken up politics; and ;ihe sounds of politics are no 10ngJr 
gunshots, 'but campaign speeches and parliamentary debate. A "los.1 decade," in which closed econorhles 
and state control brought crisis, gave way ,to a decade ofachievem~nt, hope and high aspiration. 

, I 

And this in turn opened the prospect of the Free Trade Area ofth~ Americas at the Summit of the 

Americas in Santiago, when President Frei as host laid out the opportunity of the future: 
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"powerful vision ofa ';ommunityof nations united by the objectives ofdemocracy, economic integration 

and social equity." ' I 


! 

THE SANTIAGO SUMMIT AND THE AGENDA FOR 1999 
I ,I, 

;. 

I 

I: 
That is the opportunity before us: a united community ofdemocratic nations, putting aside outdated 

rivalries and suspicions; realizing mutual interests; promoting shared -Values; partners in a shared' 

destiny. And where do we stand a year aft~r the speeches and the visioh? 


, i 

In one sense, we are precisely on schedule. In Santiago last April, the ~eaders authorized us to begin the 
realization of this vision, through the painstaking, detailed work of trade negotiations. The goals for 
1999 were clear and explicit. . ; l ' 

. , 
I 

- They called on us to complete "annotated outlines" of all nine chaptbrsof a final FTAA: market access, 

competition policy, subsidies, anti-dumping and countervailing dutie~; intellectual property; governme~t 

procurement; investment; agriculture; services; and dispute settlement. This is the foundation and fram~ 


, - , I 

. on which the completed agreement will rest. : 

- They directed us to reach agreements on concrete business facilitation measures that will promote trace 
within the hemisphere today and help us build momentum toward the completion of the negotiations ih. 
the five years ahead. 

, I . 

And we are working to meet that schedule. Last September 1 s1, nine negotiating groups began their 
sessions at their negotiating site in Miami. They have made a good deal ofprogress, and with continued 
application by all participants and the private sector will be able to meet our goals. . 

. . At the same time, we have deepened the sbcial consensus for the FT AA through a set of initiatives 
proceeding in parallel with the trade negotiations: improving education throughout the hemisphere; 

. ensuring that each FTAA member can take advantage of the new opportunities created by electronic 
commerce; and creating a Committee on Civil Society, directed toJisten to the views of civil society and 
report the full range of views to the Ministers at our meeting in November. 

I ,I 
!, 
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This is the first time in an international trade negotiation that this type ofCommittee has been 
established, and it. is important that the business community strongly s~pport its work. The initial 
response has been very positive - the Committee has received more than' 70. written submissions from 
people throughout the hemisphere: business as~ociations, labor unions, environmental groups, consumer 
groups, and private citizens. . 

• I 

THE FINANCIAL CRISIS 

At the same time, however, the landscape in which we work has greatly changed. 

Each of us has felt the impact of the financial crisis which began in Asia two years ago. This crisis may 
have receded from the headlines, but its effects remain alive and deva~tating for tens of millions of 
people worldwide. And the challenge it poses' to government policies has only begun. 

. . " 

Today, 40.% of the world is in recession. All of Latin America's major economies, with the exception of 
Mexico, contracted in the last quarter of1998, with an especially sharp contraction in Latin America's 
largest nation, Brazil. In this atmosphere of financial crisis, each merltber of the FT AA will feel great 
pressure to move more slowly; which in tum' would raise fundamentC).1 questions about the FTAA project 
as a whole. I 

Our trade partners in South America, with growth rates falling and commodity prices down, face 
enormous temptation to raise trade barriers ~- to one another and to ~thers -- and to reinstitute subsidies 
and protection. . 

The United States, looking at a merchandise trade deficit of perhap~ $30.0. billiori and with intense 
pressure on steel, agriculture and other sectors, will debate trade policy intensely during next year's 
Presidential campaign. 

And the economic pressures North and South America face are smaUin comparison to the personal 
suffering of many Central Americans in the wake of Hurricane Mitch . 

. AMERICAN RESPONSIBILITIES 
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This is a severe test. But vision is tested not in s'unny years of growth, b~t times of stress and challenge. 
And if we, together, meet this test, the foundation of the FTAA - mutual interest, shared faith in our 
citizens, confidence in one another as partners in shared destiny - will emerge stronger than ever. In the 
months ahead, therefore, it is more important than ever to remain committed to our vision and the 
schedule we set to realize it. 

For our part, the United States must continue to grow and keep open our markets. As our economy 
remains strong, we have a self-interest and a responsibility to ensure th~t no cycle of protection and 
retaliation develops, which woul~ hurt our own citizens and those of our trading partners. This has 
allowed Latin AmeriGan exports to the U.S. to-grow by 12% last year, excluding oil where statistics are 

I 

distorted by the drop in prices. At the same time, we are pressing other1developed countries, especially 
Japan but also the European Union, to restore ~rowth, deregulate, and further open their markets. 

I 

Likewise, we have played a crucial role in the recovery packages organized by the IMF and the G-7. In 
the case of the package for Brazil, the U.S. contribution was $5 billion. The public vote of confidence in 
Brazil's ability to address the crisis that wasevident from such U.S. participation was an even greater I 

contribution than the specific dollar amount itself. Our AdmiriistratioQ, from the President on down, 
remains absolutely foc~sed on ensuring that these packages work. We applaud the Cardoso 
Administration for its efforts to maintain the economic reform course;in the face of great financial stress. 

And the Clinton Administration has made a~solutely clear that we se~k to maintain the momentum of 
trade expansion through negotiation and through domestic legislation. We remain among the most 
ambitious in the hemisphere with respect to the pace and content of~TAA negotiations leading up to the 
Toronto Ministerial in November. We will host the WTO Ministerial in Seattle just a month later. Andl 
last month, we transmitted a bill to Congress which will enhance the1benefits that our Caribbean Basini . 
Initiative provides to the countries of Central America and the Carib~ean. 

: 	 

CDI ENHANCEMENT 

. 	 I 
I 
I: 

Let me say a few words about this last poiqt, because CBI enhancerhent is one of the key points in our 
legislative agenda on trade. i 

For sixteen years, the CBI has been a centerpiece of our relationship with the Caribean nations. It has 
and continues to be a program of mutual benefit: it supports and helps diversify the region's economy, 
and at the same time stimulates mutually beneficial two-way. '. 
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This is evident in our trade statistics. Last year, ,united States merchan~i:se exports to the CBI countries 
were more than $19 billion. To put this in context, last year our merchandise exports to France were 
$16.0 billion, to Brazil $15.9 Qillion, and to China $14.4 billion. Our imports from CBI beneficiaries 
exceeded $17 billion. Thus the Caribbean Basin is a market of great importance to the U.S., and 
prosperity in the region will help our two-way trade grow further. ' i, 

, I ' !, 

'The new package will create significant additional benefits for the Cari9bean' economies, and also to 
help them make the transition to the FT AA itself. It will add to the existing products covered by the 
program apparel products; textile handicrafts, and all non-textileprodu~ts currently excluded -- e.g. 
energy products, footwear and others. This will help stimulate new valtt.e-added industries in the region, 
and increase Caribbecill competitiveness as theJFTAA approaches. We continue to' work with Congress 
to create a final package,; and are committed to see the effort through. ;: 

" , 
, ,I 

, I 
I 

IMPORTANCE OF BUSINESS FACILITATION1AGREEMENTS 

Turning now to the negotiations themselves, it is important to implement this year substantial, concrete, 
practical business facilitation measures that make commerce easier and more economical throughout our 
hemisphere in the immediate futur~. ' 

By the next meeting of the FT AA Trade Negotiations Committee, at the end of July in Bolivia, the 
participating countries must agree on the 'initial package of these measures. The 34 countries 
participating in the negotiations have agreed ~hat the first area of attention will be customs procedures. 
Here we hope to agree on measures such as streamlining customs procedures for express shipments; 
'establishing a code ofconduct for customs officials; implementing systems of "control and release"; ana 
~asing customs prof;;edures for entries in connection with business tr~vel. 

; ; 

. . r . . 

Completion of these agreements would be' an important boost ~- most of all for its immediate effect on 
hemispheric trade, but also for its psychological effect on the FT AA :talks. I am concerned, however, tliat 
some of our FTAA trading partners are a good deal less ambitious than the U.S. in business facilitatiori. 
This was evident in the meetings ofthe Trade Negotiations Committee last week in Miami. While moJt . 
of the significant customs measures are still on the table, it is essential that governments move ahead t6 

, adopt them. " , 

We are prepared to go even further, by adopting jomt measures such as transparency and due process in 
government procurement, mutual recogniti(;m ofcertification of tele~ommll1iications equipment, and ) 
hemisphere-wide adoption of international conventions on intellectual property rights and arbitration; 
We invite our partners to join us in implementing a significant package of business facilitation before the 

, i 'I 


I 
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end of this year. 

Furthermore, we should work together to showisupport for the trading system. As the WTO Ministerial 
in Seattle this November and the new Round of global trade negotiations approach, we should work 
toward consensus on Ii broader, multilateral agreement on transparency;in government procurement; 
extension of the WTO's commitment to refrain, from imposing tariffs on electronic transmissions, which 
will support our own e-commerce workin the FTAA; an "Information Technology Agreement lIlt; and 
the sectoral initiative begun in APEC last year, with its great opportunities for developed and developing 
countries alike. 

CPNCLUSION 

Each of these steps will yield its own specific 'benefits; 'each will also contribute to the realization of the 
larger vision. ' 

. i 
, I 

In the past decade, our possibilities have grown beyond imagination~ Each successive step in 
. hemispheric integration - the Caribbean Basin Initiative; the US-Canada Free Trade Agreement and 
NAFTA;Mercosur; the trade agreements in the Caribbean, Central Alnerica and the Andes; have helped 
us create a hemisphere more prosperous, more stable, more democratic, more respectful ofhuman rights. 

, I 
I. 

And we have the opportunity to unite and transcend each of these achievements in the Free Trade Area 
of the Americas: a community of common interests injobs, growth and prosperity; of cornn1.on 
aspirations for bette:r health, improved education, safer factories and Cleaner air and water; and of 
common values, in a hemisphere united by the rule of law, open and honest government, human rights 
and democratic principles. 

These goals are inherent in all the American, independence movements; but never before have we come 
so close to reaching them. We are now halfway there: just over five years since the Miami Summit I 
brought a democratic hemisphere together for the first time; a little rp.ore than five years before our work 
is done. '! 

It is a time of immense hope and promise; but it is also the moment :of greatest risk. In the months ahead, 
we must redouble our efforts and renew our commitments. It has taken two centuries for us to come this 
close; and we must not let the promise and the vision slip away. 
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CHINA TRADE IN AMERICA'S PACIFIC STRATEGY 

I ".• ··,,'h·•. '_"~'''' 

I 

• I 
, i 

Ambassador Charlene Barshefsky 

U.S. Trade Representative' 

I, 
I : 

i !. 

Society of American Business Editors and W,~iters 
I . Ii 

Washington, DC 

May 4, 1999 '1 
I 
.. 

I 

! 
Thank you for inviting me to speak with you this afternoon. Let me also offer my special thanks to the 
Bloomberg News Service as sponso! of our meeting. '; , , 

This afternoon I will address America's trade relationship with China, a.rid in particular our negotiations 
on China's membership in the World Trade Organization. I will offer some thoughts on our present 
relationship and its future; but let me begin by recalling an event of the ~ast. . . 

. !' 

PACIFIC STRATEGY 

'This year marks the c6mtennial of the U.S. Ope~ Door Policy, which Secretary ofState Hay announced 
in 1899. The Open Door was, on the surface, a ,trade policy. It drew its name from the note Hay sent to 
the European powers and Japan, calling on them to accept "perfect equality of treatment for navigation 

.and commerce" for all countries trading with China. . 
.• i' 

The implications of this, however, wer~ broad~r: an opposition to ~oloJial plans in China; a 
determination to assert our own interests as well. This policy set a patt~rn for us in the 20th century: .' 
America is a Pacific nation; we have a vital interest in a peaceful, open,'and prosperous Asia-Pacific; and 
we will act to secure that interest. And our policies today are firmly in this tradition: 

I . 
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I: 
,i !: 

We make an Unshakable commitment to peace and security in the region :through 100,000 troops in the 
Pacific; strong alliances with Japan -- now strength(;;med by the passage of the new defense guidelines in 
the Diet's lower house Jast week -- and other Asian democracies, and wQtk with all Pacific nations in 
bilateral talks, the ASEAN Regional Forum and ,elseWhere. 

i· 

We vigorously support human rights, democratic principles and the rule 6f law, in bilateral relationships 
and at the UN Commission on Human Rights~ [ , I 

1 

, I , I 

And we seek an econornic environment ofopen trade and sustainable growth through our response to the 
Asian financial crisis, bilateral trade negotiations, work in APEC, and th~ World Trade Organization. 

, 1 

I' 
, I 

THE PLACE OF CHINA 
i 

,I 
I 
I 

, i ' I ' 
, Ii' 

China, as Asia's largest nation and fastest-growihg economy, has an ines6apable part in this strategy. We 
do not always agree with China, and we are prepared to assert our intere~ts when we disagree. We have 
done so in trade, including through sanctions. Bitt we are also committed to find and develop areas of 
, I I

common ground. 'I ' , I ' 
i ' 

! ':: 

This is true in security issues: stability in the Korean peninsula, peace iJi [the Taiwan Strait, and control 
over weapons sales. On human rights, Red Cross access to prisons and religious freedom. On 
transnational questions from climate change, to harcotics control and protection of the oceans. And , 
fimdamental to this policy, for the sake ofour economic interest and as ~,complement to our strategic, 
security and human rights policies, is support for the integration of Chinlil into the Pacific and world, 

. . j i' 
econormes. !, . 

, f 

,We base this on our economic interests; but alsd our historic experienceHt is not long ago, after all, that 
China was economically isolated. For nearly fo~ years after the Comm~st Revolution, its economy 
was almost entirely divorced from the outside world. This was vastly damaging to both China and the 
Pacific region. The loss of foreign markets and investment impoverished China at home. And it meant 
Asia's largest nation had little stake in prosperitY and stability -- in fact, saw advantage in warfare and 
revolution -- beyond its borders. Every Pacific ~ation felt the consequences not only in economics and 
trade but in peace and security. 

,. 
, 

. 

j : 1 '" 

, 'I '.' 
;,,''I' 

' 

' 
' 

I 1 
J ' 

, . . ! ,': ' 
Our effort to undo this isolation has been a continuous and bipartisan feC),ture of American'foreign policy, 

, 1 ' 
i 

20f9 8/30/00 :42 PM 

http://~w.ustr.gov/speech-testlbarshefsky!barshefsky)8.html


, I 
http://www,ustr.gov/speech-testlbarshefskylbarshefsky_38.html 

I 
~. 

< < 

comparable to our support forthe economic rein~egration of Japan and Germany after World War II, and 
, <. <I 

to our work in Eastern Europe and the former Soviet Union today. InChina, it began with the lifting of 
our economic embargo in the mid-1970s; through our Commercial Agre~~ent and mutual grant ofMFN 
status (now Normal Trade Relations) in 1979 and 1980; the renewal of normal trade relations for the 
past 20 years; and through the market access, textile and intellectUal property agreements of the 1990s. 

. t' , 

, 
RESULTS OF INTEGRATION 

, 
, 1« 

These agreements are policy achievements aimed directly at opportunity and fairness for American 
businesses, farmers and working people. But they are also initiatives witli broader implications: they 
deepen China's integration in the world and Pacific economy; accelerate China's adoption of 
international standards of behavior in commerce 'and law; and increase the contacts Chinese businesses, 
working people, mid-and-Iower officials, and families have with the outside world. And thus they < 

complement our broader Pacific strategy. ' 

1.' Security 

Insecurity, for example, the implications of China's growIng entry into t~e Pacific and world economies 
are clear. < 

I: 
I 

Broadlyspeaking, China has moved away from revolutionary policies uttt;:rly at odds with American 
interests. And it has moved towards a role as a major regional power wi,uing to playa constructive part 
in some of the principal regional issues. < 

China's stake in regional prosperity and stability is evident in the Asianflnancialcrisis. Thirty years ago, 
China might well have seen the crisis as a chance to foment revolution inlKorea and Southeast Asia; 
today it is a threat to China's investment prospects and export markets, and China has thus maintained 
c\lITency stability and contributed to IMF recovery packages. It may also playa role in China's 
normalization of relations with South Korea and participation in the four-'party'talks. 

2. Human Rights and Freedom 

"" 

And at the same time, China's economic integrati,on has played a fundamentally important role in the 
vast changes in Chinese life over the past two decades. ' i 

i 
I 
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As internal markets have opened and foreign investment grown in China, a generation of Chinese young 
people have grown up free of "work units" and other forms of government control over jobs, housing, 
marriage and informal conversation. As trade has grown, tens of million~ of Chinese citizens, for the 
first time since 1949, have gone to work for foreign, Taiwan and Hong Kong companies; have met and 
spoken with foreigners and overseas Chinese; h~ve access to new forms of telecommunications that . 
inherently open up new sources of information ~d debate. Over 2000 :y~ars ago, the philosopher Han 
Fei-tzu noted the link between trade and freedom from state power; it is still valid today, when the worst· 
periods of China's modem history - the years of the Great Leap Forward ,and Cultural Revolution - were 
those when it was most tightly closed to the outside world. 

. I 

And the trade agreements themselves represent acceptance of deeper concepts: development and 
publication of laws and regulations; consistency-in decision making; recourse to law enforcement and 
judicial proceedings; curbs on the arbitrary exercise of bureaucratic discretion. And these in tum rest 
upon more universal values and ideals. Transparency. Public and enforceable commitments. The rule of 
law. These are concepts fundamental to any society that lives by the law bd respects the rights of 
citizens. . . I . 

. , !' 

U.S.-CHINA TRADE RELATIONS TODAY 

But the work is far from done. China's formal all:d informal trade barriers remain high. Its agricultural 
standards are based on bureaucratic fiat rather than scierice. Key service ~ectors like distribution, finance. 
and telecommunications remain largely closed to foreign competition, depriving China ofjobs, 
efficiency and innovation in rural and urban economies. In critical sectors - autos, telecommunications, 

. , 
semiconductors -- we slee not only high tariffs b~t quotas, subsidies and more. Other unfair practices -
forced technology transfer, offsets, export performance arid local contenhequirements -- are frequent. 
And the rule of law - crucial to any advanced economy - is undeveloped throughout the Chinese 

. , I 
economy. .' .' .' I ,i 

. , 

Thus, China remains insecurely integrated, and only opportunistically so,! with the world outside. At 
home, its economy faces severe challenges whicl;1, over time, more open trade could help to solve. And 
China's neighbors -- including ourselves -- remain blocked from an economy which could be an engine 
ofgrowth in the financial crisis and in the future, i 

One index of this is our trade deficit with China,' now over $1 billion per lweek. Another is that between 
the opening ofNormal Trade Relations (formerly MFN status) in 1980 and 1997, our goods exports to 
China grew only $9 billion -- barely half of our $16 billion in export groWth to Taiwan, and less than a 
quarter of our $39 billion in export growth to the ASEAN nations. . 

. I 
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This is a fundamentally unbalanced, unsustainable situation. Tension and frustration over it within the 
I 

United States is growing; and it is quite possible that without change, trade could lose its role as a source . 	 . 

of stability and mutual interest and become another source ofdivision. 

i 	 i 

U.S. POLICY IN WTO ACCESSION: 
I 

. China's accession to the WTO is an opportunity to address the issues at 'the root of these problems. 

I 

- As a matter oftrade policy, a sound agreement will open Chinese agric~ltural, manufacturing and 

services markets to our exports, strengthen the trading system itself, and give American workers and 

domestic industries stronger protection against unfair trade practices and Import surges . 


.,: 	 I 

- As a matter of strategy, WTO membership -- like our previous trade agreements, but in a much more 

profound fashion -- will complement our efforts to maintain stability in th~ Pacific by linking China's 

economy more closely with the world's, strengthening constituencies wit1#n China for stability beyond 

its borders. 


, ; 

i 

; 

• 	 -And as a matter of values, the principles of the WTO - transparency, fair and impartial judicial 
practices, peaceful settlement ofdisputes, $e rule of law - are those we hope to advance in China 
and worldwide. . 

. 	 I 

COMME~CIALLY MEANI~GFUL ACCESSION ESSENTIAL 

, 	 I 
I 

Ofcourse, at bottom the WTO accession is a trade deal. And any agreement on WTO accession must be 
commercially meaningful. 

The result must address the major barriers to American exports in goods, s,ervices and agriCUlture. It 
must address our concems in other areas: abusive investment practices intended to draw jobs to China or . 

I 

take unfair advantage of American research; and unique issues arising from China's status as an 
incompletely reformed non-market economy. An~ it must do so in a de1a:il~d,enforceable and rapid way. 
For those ofyou who are superstitious or like folklore, 1999 is the Year of the Rabbit, and tradition has 
it that "if someone signs a contract with a rabbit person; there can be no backing out." I prefer detailed, 
measurable and enforceable commitments. . 
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To this task we have brought some lessons learn~d elsewhere. Since 1995, we have brought five' . 
transition economies -- Slovenia, Bulgaria, Mongolia, Kyrgyzstan and L~tvia -- into theWTO. This year 
we have completed bilateral negotiations with Estonia, and made significant progress with another six: 
Albania, Armenia, Croatia, Georgia, Lithuania ahd Moldova~ We are also working with Russia, Ukraine, 
the Indochinese nations and others. China is by far the largest such econQmy and is unique in many 
ways. But our goals are consistent; and many of the issues involved -- transparency, state enterprise, 
subsidies, transitions to market pricing - have some parallels in these other, smaller economies. . 	 , 

I 

.It .!, 

So, by the way, do the lessons for the acceding countries. The successful ~pplicants thus far have made 
commercially meaningful commitments in all areas, and found them im:rn,ensely beneficial for their own 
domestic reform efforts. Just as a weak, "political" accession would neither be fair to China's major 
trading partners, nor to strengthen the global trading system, so it would not yield its full potential for 
economic efficiency, support for domestic refonrt and sustainable growthiin China. 

, . 

i 
Thus we rejected attempts by China to win a poli~ical accession at the crel;ltion of the WTO in 1995 and 
before the Presidential Summits in 1997 and 199~. We are committed to qommercially meaningful 
principles in the issues that remain. But while we, have not yet reached agI,"eement on such a package, in 
the past months we have: made very significant progress toward the goal. ! 

PROGRESS THUS FAR 
, 

To be specific, we have completed negotiations on agriculture and industrial goods, and addressed most 
ofour concerns in services. We have consensus on a number of special Protocol, or rules-based,issues. 
And if this progress continues on the relatively liqlited issues which remain, we can bring the talks to a 
close soon. . : . : 

I 

" " 

Time does not allow a comprehensive review of the commitments we have reached, but let me make a 
few general comments. Overall, the set ofcommifments China has made contains four significant 
features:' 

-	 ',' j 

- First, it is comprehensive. It covers agriculture, industrial goods and services; and unfair trade practices 
incIudingquotas, other non-tariff measures, applic,ation of non-scientific agricultural standards, 
discriminatory regulatory processes, lack of transparency, export subsidies ,and other barriers to trade. It 
will address tariffs and other barriers at the border; limits on trading rights :and distribution in the 
Chinese market; and restrictions on services. And It deals with subsidies, state trading, technology 
transfer, non-market economy dumping, offsets, export performance requiiements and other rules issues. 
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- Second, it grants no special favors. It requires China to reduce its trade barriers to levels comparable to 
those of major trade palmers, including some in~ustrial countries. • I 

- Third, it is fully enfon~eable. The commitments China has made in all areas are specific, measurable, 
and enforceable through our trade laws and WT<:;> dispute settlement an~ other special mechanisms, 
including some of the Protocol issues. . , .' 

• 	 -Fourth, its results will be rapid. The agreements on sanitary andph'ytosanitary standards 
concerning TCK wheat, citrus and meat are already in effect, lifting import bans of long duration~ 
On accession to the WTO, China will begin opening its market from day one in virtually every 
area. The phase-in of further concessions will be limited to five years in almost all cases, and in 
many cases to om~ to three years. ' 

All these, let me note, are one-way concessions. They open markets, fight; unfair trade policies and ' 
strengthen protection for American workers. But they require no market a~cess, export control, or trade 
law concessions from the United States. Our import policies, domestic tra,de laws, and market access 
policies remain as they are today. It would exaggerate, but not be wholly~true, to say that while the 
opening to China in the 1970s was an act of enlightened self-interest, a cOInmercially meaningful WTO 
accession is self-interest without the adjective. ! . 

: ! 
, 	 i 

I 

SPECIFIC COMMITMENTS 

Let me also make a few comments on the specific commitments .. 
,. , 

;,. 

In the Protocol, which establishes broad rules and; frameworks for trade, -w,e create a product-specific 
safeguard to address import surges. The Protocol will also ban forced techitology transfer policies for 
investors. It will ensure that we continue to use "non-market economy" m~thodology in anti-dumping 
cases, and take account of China's unique characteristics in subsidies. It will eliminate' abusi ve 
investment requirements designed to take jobs to China: offsets, export petfonnance, current-account 
balancing and local conttmt. And it will guarantee China's state trading companies and state-invested 

. 	 ~ 

enterprises operate on commercial tenns, and that their purchases are not subject to special or different 
rules., Again, we continue to discuss several issue~, notably the duration of special provisions. While 
they will not continue in perpetuity, very rapid phaseouts are not acceptable. 

. 	 . .! 

With respect to the market access .commitments. 
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Agriculture: China will apply sanitary and phytosanitary standards based on science. It will cut tariffs to 
an av~rage of 14.5% for our priority items, and bind them at the applied l~vels. Thus, unlike many 
countries, China will not have a right to raise tariffs again after it enters the WTO. It will adopt a new 
and more liberal system of -- tariff-rate quotas -- in bulk commodities. And it will agree not to provide 
agricultural export subsidies - a maj or achievement in its own right, and ~ step toward our' goal of totally 
eliminating export subsidies in the next WTO Round.' :, : 

. . r . 
Industrial goods: China willgrant rights t6 import and export products without Chinese middlemen, and 
to distribute products within China. It will cut its tariffs on average for V.'S. priority items to 7.1 % -:. a 
figure comparable to most major V.S. trading partners. This includes participating in the Information . 
Technology Agreement".and deep cuts in everything from autos to wood products, chemIcals and 
construction equipment And it will eliminate all quotas. ' . 

Services:, China has made a comprehensive set of cOlnmitments extending from distribution to 
insurance, telecommunications, architecture, engineering, legal, travel and tourism, computer and 
business services, environmental services, franchising and direct sales, ~d more. Talks continue in 
several areas - banking, audiovisual, securities - but in,several of these as well, China has made a set of 
commitments that already open significant opportunities. ' , 

I. 
, 

These are a very broad set of commitments. They. may well bring opposition from vested interests at 

home in China. But others have made comparable commitments, and China is entirely capable of 

making them as·well. More important, WTO accession on commercially meaningful terms is good for 

China: it will mean increased employment, economic growth and social stability in the long run. 


'. 

CONCLUSION: WTO ACCESSION IN LARGER FONTEXT 

As you know, our work is continuing in several specific areas: our negotiating team reviewed the 
. outstanding issues with China in Beijing last week, and will resume talks in mid-May. We are 
committed to resolving those which remain; but also optimistic that they are manageable issues which 
can be resolved. And if we are able to resolve them, the rewards will be substantial. 

I 

. i . I.· 
As China's market opens, American businesses, farmers, and working people will find new opportunities 
in the world's largest nation; and they will have stronger guarantees that Asia's fastest-growing economy 
will operate more fairly. : . 
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As China joins the trading system, its ties with its neighbors - Japan, Korea, Southeast Asia, the United 
States -will grow; and with that will come stronger incentives for China to act in concert with the region 
to build a stable peace. . 

, 

. And as we realize these concrete, material benefits, we will also advance less tangible but equally 

important goals: fairer and more transparent practices; ultimately, the rule oflaw. 
. , 

, 
. , I . 

. The result will help us reach the goals we have had for a century: an open: and fair world economy; a 
China nlOre open to the world and closer to the role of law; a stable, prosperous and peaceful Pacific 
region. These are, ultimately, the goals ofthe Open Door policy of a century ago; but they will also serve . . 

us very well today.· ! 

Thank you. 

i 
. i 

.. I 
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TRADE POLICY TOWARD THE 21ST CENTURY. , 

Ambassador Charlene Barshefsky . 

U.S. Trade Representative 

American News Women's Club 
I. , 

Washington, DC 

May 5, 1999 

Good evening. Thank you for inviting me to speak with you today. I , 
.• i 

I' 
I 

I'm sure as journalists and editors you will be a tough, challenging audieAc~. So I am mindful of the 

words of the Danish physicist Niels Bohr: "Never express yourself more :clearly than you are able to 


. think." Many lawyers and politicians have prospered by taking that to heart - but I always feel we are 
better off being clear and straightforward. i ' 

, . i 
Choosing a topic this evening has been an interesting challenge. We have talks underway on China's 
membership in the World Trade Organization; rparket-opeiring and deregulation in Japan; regional 
initiatives in Europe, Africa, Asia, the Western Hemisphere and the Mi4dle East; as well as the WTO's 
Third Ministerial Conference in Seattle this fall,and a new international Round of trade negotiations. It is 
a full agenda; and so rather than take up anyone of these topics by itself, I will address a thread which 

ties them all together: the place of trade in creating the economy ofth~ 21 st century. . 
, 
, 

THE REVOLUTION IN SCIENCE AND TECHNOLOGY 

To open with a platitude, we live in an age of profounQ change - and m~ch ofthis can be attributed to the 
revolution in science ~md technology. I 

" 
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In health, pharmaceutical research creates new and cheaper medicines each month; CAT Scans and 
MRIs reduce the need for surgery; family doctors consult on-line with the:Centers for Disease Control 
through telemedicine. ' I 

( 
i 
I 

In agriculture, biotechnology teclilliques raise yieids and build resistance to pests while information 
technologies help farmers improve irrigation and seeding. i, 

! 
f 

, ' 

, , 

In transport, commerce and family vacations are growing easier, cheaper and safer with intelligent 
highways, the Global Positioning System, aerospace and fuel-efficient ve~icles. 

, , 

j 
I 

In manufacturing, factories are becoming more productive and safer throngh computerized machirie tools 
arid robotics. ! 

, I 
, i 

I 

; 

And in the realm ofvalues, freedom of inquiry arid expression is blossoming, as new forms of art and 
communications emerge~ and the Internet reaches !every ~ountry in the world. 

I , 

At times, ofcourse, the most brilliant advances in technology can cast darker shadows. New aerospace 
or information technologies have national security implications we must address, including through 
export controls in sensitive areas. Hate groups and scam artists can use the Internet as easily as anyone 
else. Automated manufacturing raises social que~tions by reducing demarid for low-skilled labor -- 80% 
ofjob displacement comes from new technologies rather than competition from trade or domestic 
industries -- which we must meet with the best possible education and job training. In all fields, fair, 
efficient and scienc~-based regulation is crucial for consumer protection and public confidence. 

THE PLACE OF TRADE 

But these concerns must not obscUre the larger benefits of technological *ogress - which include their 
extraordinary economic benefits. ' 

I' , , 

High technology is America's comparative advantage. Medicine, information and telecommunications, 
aerospace, advanced manufacturing, modem agriculture are almost without exception fields in which we 
lead the world. Industries which barely existed i~ 1975 -- from software and biotechnology to cell 
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phones and satellites -- now create hundreds of billions ofdollars in wealtl1 and employ millions of 
Americans. To note a statistic, as our manufacturing production has grown 38% since 1992, our 
production ofcomputers, telecommunications equipment and semiconductors has grown 441 %. This is 
an industrial revolution, and a social revolution, comparable to mechanized textile production in the 

early 19th century, and mass production in the 1920s. If it reaches its full ~otential, we can imagine still 
more. 

I 
Open trade helps us get there. For industries and the national economy, tra:de creates economies of scale, 
allowing us to sell to larger markets, devote more:resources to research and development and progress 
more rapidly: For individual Americans, together with commitment to edll;cation and scientific research, 
trade lets us specialize in the highest-skilled and highest-paid fields in the world. 

Benefits for our trading partners are equally great: trade always shares ktlo,wledge as well as goods, as far . 
back as the Book of Kings, when King Solomon sends wheat and oil to TYre in exchange for the cedar 
logs and expert architects with which he builds the Temple. Today, as' trade barriers come down, our 
partners gain access to communications, information technologies and trar)sport networks and services at 
the heart of growth. Their schools and hospitals improve. And their own technological capacity and 
potential for growth expands. : 

Trade policy thus can help us create a 21 st-century economy in which people are more prosperous; 
economies more efficient; the environment cleaner; and nationsless threatened by hunger and disease. 
And it can do so by creating a framework of rules; accepted worldwide, that in the Vice President's 
words, "accommodate change." These are, broadly speaking, principles that operate today in our 
domestic economy: respl;:ct for intellectual property rights; open markets; fair, nondiscriminatory and 
transparent regulatory policies; and the prevention ofartificial new barriers to progress. 

INTELLECTUAL PROPERTY 

I will start with intellectual property rights. As the U.S. Constitution recognizes, strong standards of 
copyright, patent and trademark protection are th~ foundation of scientific:'and technical progress. Today 
they are fundamental to the success of copyright ipdustriesvalued at $433 billion, or more than one 
dollar in twenty of American GDP; to medicine and agriculture; andto competitiveness in 
manufacturing. I 

Our challenge is to extend the strong standards we have at home worldwide. And we began from a very 
Ipw base. Fifteen years ago, many countries had no copyright, trademark or patent laws at all. Some saw 
intellectual property rights -- especially when app~ied to products like computer software or 

i 
3 of 11 8/29/004:26 PM 

I 

http://www.ustr.gov/speecheslbarshefSkylbarshefsky_39.html


I i ,
http://www.ustr.gov/speeches/barshefsky/barshefsky_39.htm!

( . 
, I ' 

pharmaceuticals -- as obstacles to development. T;hus, piracy was not just bommon but Wliversal. For 
example, at least 90% of copyright works on sale lin developing cOWltries worldwide were pirated. 

" ! ' . " , 
, 

I' , 

Our work began with bi1ateral negotiations with ~overnments where pir~cywas most common, with the 
support of the "Special 301" law,passed in 1988.iThese were difficult; attimes, as with China in 1995 
and 1996, we threatened sanctions on billions ofdollars in trade. But we r~ised standards significantly, 
spurring passage of inteinationally compatible copyright and patent laws~oWld the world, in both 
developed and developiIlg cOWltries. This approach remains crucial today ion enforcement of these laws' 
-- just last week, our 1999 Special 30 I report cited concern about practices in 54 countries, including 
special concern about Ukraine, Israel and Hong ~ong over copyright, 'Uruguay and Egypt on patents, and 
the annoWlcement ofWTOcases against Argentina and Canada forfailing to-enforce patent rights in-
medicines. ' 

I 

But we are also now able to go beyond solely ad~ersarial tactics. As oUr tt:ading partners strengthened
their laws and enforcement, many began to see positive economic effects at home, and conClude that 
strong standards speed their own economic development. Pirates who copy American films and software 
will copy local works too. This growing consens(1.s helped us make a fw:ld.~ental advance with the 
agreement on intellectual property (TRIPs) as part of the creation of the 'World Trade Organization in 
1995.' ,:, -, ; k ' ' ' 

:' I
; ! 

, , , I , , 

TRIPs obliged all members to pass and enforce modern copyright, patent ~dtrademark laws, with these 
obligations phasing in fi)r developing cOWltries or New Year's Day,,2000i This is a basic obligation of 
the WTO, which most members meet and which we expect all new WTOmembers to accept. We are 
focused this year on implementation of all commitments, to ensure that al:~ developing cOWltries meet the 
deadline. We are helping arrange technical assistance to those which would like advice; and we are 
prepared to file cases against those which refuse to meet their obligatiQQ.s~: 

I'i 

I 
I 

. ,1 I 

But weare also addressing newer problems. One l focus is end-user piracy !'Of softw~e -- that is, massive 
copying of a software program throughout, for example, a government agency. This caused most of the 
losses our software indL1stryattributes to piracy worldwide, We set an exkple with President Clinton's 
Executive Order ensuring that U.S. agencies use only legal software.Col~mbia, Paraguay, the 

, , I 

Philippines, Korea, Thailand, and Jordan have issued similar directives.' AJld we made another advance 
with China's publication ofa State COWlcil Dire~tive in March, barringgqvernment agencies and 
ministries from using pirated software. We are now working to ensure ef(ective enforcement ~d full 
transparency in implellll:!ntation, as well as to extend these directives to !other cOWltries. 

, ." I 

, ' 

A second focus is ~ontrol of pirate production add distribution of oPtic~1 bedia: high-val~e products like 
CDs, CD-ROMs, Video CDs and DVDs (digital ;videodiscs). We have n~ted rapid growth in this 
problem most recently in Malaysia. Here we are working with the Europ~an Union and other trade 
partrlers, both to prevent pirate production and tQfind effective tools thatlwill help establish legal ' 

I i'l 
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industries, like licensing for optical disc manufac~ring facilities and import/export licensing for 

. manufacturing equipment. : . . . 


Finally, as we open a new Round of global negotiations in Seattle at the end ofthis year, we are 
. reviewing our needs for the future. This is a quickly chapging field, and we; have to be sure our laws and 
policies are adequate for emerging technologies -- from biotechnology products and new plant varieties 
to the prospect ofan explosion in on-line piracy, which we are combatting ~y encouraging wide 
ratification of recent World Intellectual Property Organization treaties which address Internet piracy, 
among other topics. We will be studying a range of these latest issues under the WTO's scheduled review 
of the TRIPs agreement next year; but for now, implementation is an overr~ding priority. 

MARKET ACCESS 

Intellectual property rights create the foundation for technical advance. But for the world's newest 


industries to develop as rapidly as they should in the 21 st century, they must be able to take advantage of 

economies of scale. This allows them to recoup research investments more rapidly by selling to larger 

markets. And since 96% of the world's population, and 80% ofeconomic ~onsumption, are overseas, our 

high-tech industries and those ofother nations need open markets. 


i 
As with intellectual property, we began in a difficult environment. Many countries have long seen 

I . , 

protection and subsidies for favored industries, as opposed to open markets, as effective ways to develop 

high-tech economies. We thus began in the 1980s: with specific negotiations in sectors where these were 

especially common, focusing most often on Japan, but also on Europe and: other advanced trade partners .. 


1. Bilateral and Sectoral Initiatives .. ~ 
. I 

, I 
, I 
, I' 

The result was a series of bilateral agreements in specific high-tech sector~: with Japan on 

semiconductors, satellites, computers, supercomputers, cellular phones,ntedical equipment, 

telecommunications and NIT procurement; with Europe, Mutual Recognftion Agreements in . 

telecommunications and other fields such as phai;maceuticals. ! 


In Japan this approach was especially successful in semiconductors, celll'hones and medical technology. 
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. And it remains very important to us: we are now promoting further marketiopening and deregulation 
measures in basic telecommunications, wireless cable, direct-to-home satellite services and cable TV, 
medic~l equipment and pharmaceuticals, financial! services, energy and othier fields. And with Prime 

. Minister·Obuchi's visit this week, we reached agreement with Japan on fu.rther steps in these fields. Of 
course, protection and subsidies are deeply entrenched in some sectors -:-and not only in Japan; the 
Airbus program in Europe is an example -- and we have much work ahead~' . . 

! 

, 
I ' , 

But as in intellectual property, our initiai agreements helped shift perspective. Our trade partners more 
often see open markets as in their own interests --jand not only as exporter~, but also as buyers of 
computers, specialized computer chips, telecommunications products and services, and other 
technologies that improve efficiency and growth prospects. Thus, we nOw can develop broader, 
sometimes world-wide agreements.: ' I 

, I 

The Semiconductor Agreement is one such case. In 1996, our bilateral ag~eement with Japan was 
broadened to include Europe and Korea. Taiwan now also participates. Al)d its coverage grew to include 
research and development, and private sector cooperation. We are now working toward its renewal as a 
plurilateral agreement, including extension of the private-sector World Se~iconductor Council, broader 
membership and a new eharter.· I 

2. ITA, Financial Services and APEC : 
, ': 

I 

,In 1997, we negotiated the much broader Inform~tion Technology AgreerPent (ITA). By 2004 it will 
eliminate all tariffs on $600 billion worth ofgoods: 95% of the world production of semiconductors, 

, computers, telecom equipment, integrated circuits and other goods associated withthe Information 
Superhighway. I' ' ., 

I 

, I 
I 

This is the equipment every factory needs to become safer, more productIve, and more flexible; and 
every country needs to make its economy more efficient. The ITA is a step important for its vast size -
these products make up about one in every thirty dollars of world GDP-.J and its potential to promote 
economic growth and freedom of information; for its social implications; and for the precedent it sets for 
future sectoral agreements. Weare now seeking consensus on an expansion of this agreement -- the 
"ITA II" -- to include even more products. , : 

! 

" I 
" The WTO Financial SE:rvices. Agreement we negotiated in the same year; is a second example. This 
creates mark~t access commitments in banking, ,insurance, and securities, from a wide range of countries 
around the world including the key emerging m~kets of primary interes~ to U.S. industry. The 
agreement covers an overwhelming share of glo,bal trade in this sector, including the most important 
international financial services markets and encompassing $38 trillion in global domestic bank lending, 

. . . I 

! j , 
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, $19.5 trillion in global sl~curities 
, 
trading, and $2.1 trillion in world wide iAsurance 

I 
pre~iums, accounting 


for approximately 95% of bank lending, stock turnover, capitalization of 
, 

stock markets and insurance 

premiums. !

I 


And we can go further. APEC, for example, has begun an eight-sector initiative which, if completed at 

the WTO, will eliminate: barriers to environmental goods and services, he~ping countries control 

pollution and guarantee their people clean drinkiQg water. It will end tariffs on energy equipment to 

promote clean and efficient power generation, reduce urban air pollution, 'and help us address climate 

change. And it will liberalize trade in medical equipment and scientific instruments, improving health 

care and research capabilities. The new WTO Rohnd will offer us many more opportunities to open . 

specific industrial sectors. . 


I 

REGULATION AND CONSUMER PROTECTION . 	 . 

, 

But intellectual property and market access alone are not enough. As in oPr domestic economy, progress 

requires fair, non-discriminatory, transparent and "least trade restrictive" regulation, which promotes 

competition and innovation while ensuring consumer safety. This, enables us to develop both specific 

new products and transformational technologies which create entirely new industries. 


1. Telec9mmunications 

One example is telecommunications. 

: 	 This, in the U.S. and elsewhere, was for many years dominated by national monopolies and closed 
markets. In the 1980s we broke with this pattern, easing access to our domestic market for new 
companies; the 1996 Telecommunications Act took us much further. Once almost immune to 
competition, our local telecommunications markets now host vast numbers of new competitive local 
providers, who have attracted $30 billion in investment and are bringing ~advanced services to millions of 
Americans, from cell phones and satellite servic~ to video-conferencing and beyond. 

I 

The WTO's Basic Telecommunications Agreement we negotiated in 1997 extended those opportunities 
worldwide. Its pro-competitive regulatory princIples allow competition and promote innovation in 
one-time monop'olies all over the world, covering over 95% of world tel~com revenue in an industry 
whose value approacht~s $1 trillion. Over seventy WTO members have joined, and membership is one of 
our fundamental expectations for newly acceding WTO members, including China. 

, 
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This is of course immensely important for some of America's leading exporters. But it is equally 
important as a source ofllew technologies for those countries, especially irt'the developing world, which 
join. By giving U.S. and foreign companies access to local, long-distance arid international service 
through any network technology, and allowing them to acquire, establish or hold a significant stake in 
telecom companies around the world, the agreement also supports creation' of modem, high-tech 
infrastructure. 

Thus, adding new members is also a high priority and a special focus of oJr African trade initiative. 
Uganda, for example, has only 50,000 telephones for a population of20 m~llion, and has recently joined 
the agreement as a way to rapidly gain access to modem technologies. Afr~can nations are also among 
the strongest supporters of our proposal to open satellite phone systems wi~h global coverage. And our 
work to bring. African countries into the Agreement -- the most recent signatories are Ghana and Uganda 
- goes together with technical assistance through the Agency for International Development and the FCC 
which offers technical advice, seminars for officials and legislative sugges~ions to ensure effective 
regulation. . . 

Together with the Finandal Services Agreement, the telecom experience lias offered us important 
lessons as we approach the'new Round, in which liberalization of services~ is at the heart of the agenda. 
At the same time, we will begin a work-program to consider newer issues,i including how competition 
and. investment policies help assure fair and open trade and contribute to domestic efforts to promote 
competition and innovation. 

2. Agriculture, Medicine and Biotechnology 
: i 

As we look ahead to the regulatory issues of the next Round, a key focus will be biotechnology. This has 

the potential to transform industries which depend on the life sciences -~ q.otably agriculture and 

medicine--just as telecommunications has transformed finance, transport and other industries .. 


, j j 

. In agriculture generally, open trade can mean better prices for both consumers and producers, and more 
diverse sources of food supply that make nations )ess vulnerable to faminb. Lower trade barriers are 
essential to reaching this goal; but they mean little without fair, transparent regulation. 

We took the first step in the Uruguay Round's Agreement on Sanitary and Phytosanitary Measures. It 

required trade restrictions taken to protect plant, animal and human healt~ to have a scientific basis. For 

the first time, this set a worldwide stan<:lard requiring agricultural inspecti:ons to be based on science and 

concern for health rather than trade protection. 
 I 
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Biotechnology -- the use of genetic techniques to create new medicines and plant strains - is the second' 
step. In the future, it will help develop strains of plants resistant to drought:and other natural stresses, 
along with cures for forms of cancer, aging diseases and birth defects. The promise for improved health 
and longevity, and higher farm yields that reduce hunger and ease pressure~on land, water and wildlife 
habitat is immense. To quote Sir John Maddox, the retiring editor ofNature, in his 1998 book on the 
future of science: ' 

, 

"The understanding of life that has followed from the structure of DNA en~ures that the century ahead 
will be transformed by engineered forms ofplantsand animals, and by different and more effective, 
human medicines .... They will feed the hurigry and cure the sick of simple; ailments; it is a matter of 
time only before they can list the kinds of cancers that are curable this year, and those that are on the 
cards for cure next year or sometime soon afterwards." 

, i 

, " 

But biotechnology also raises some public and consumer concerns about potential unintended effects. 
, This is especially true in Europe. These are fears we must address squarely'; but the fact is, virtUally all 

foods we now eat are genetically engineered in some way -- through selective breeding dating back 
thousands of years and the Green Revolution of the 1950s and 1960s. Biotechnology speeds the process 
but does not fundamentally change it. 

; . 

Fair, transparent and scientific regulation should r~veal any threats to health and allow us to win its 
maximum potential bene:fit. This is what we encourage in our Transatlantic Economic Partnership talks 
with the EU. And it will be a fundamental part of our agenda in the new wtro Round set to begin next' 
fall at the WTO Ministerial Conference in Seattle. A worldwide consensus on this in the next Round is a 
fundamental part of any policy to support rural economies, guarantee worlq food security and figh~ 
hunger in the next century. 

, 1 
• . • I 

PREVENT MISTAKES: ELECTRONIC COMMERCE 

This leads me to a fourth and final issue. J noted whenI opened these remarks that the high-tech sectors 
are an economic competitive advantage for the United States. It may be iminodest"but I thinkthis is 
because our historic enthusiasm for new: ideas -- it} science, in political debate, in arts and entertainment 

, -- is an area of intellectual 'competitive advantage. :Like Thucydides' Athenians, Americans are: 

"in love with innovation, and their designs are characterized by swiftnessa:like in conception and 
execution ... and the disappointment created by th~ failure of an enterprise is soon replaced by fresh 

, , , 
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hopes." 
i 
I 

This -has made us an innovative society throughout the 20th century: cars, airplanes, radios, television, 
microchips, lasers, antibiotics, aerospace, fiber-optics, biotech, computer networks and the Internet all 
arose here, and this is because we think first of the. benefits new technologies can bring us, rather than 
the threats. And the fourth and final strategic goal of our trade policy is to create a similar intellectual 
environment worldwide. 

In essence, much of global trade policy since World War II amounts to undbing the mistakes of various 
sorts which stem from the 1920s and 1930s -- years in which an open world economy was unravelled by 
colonial preference schenies, the Smoot-Hawley ta,riff in the United State,s, and the communist 
experiment. Thus our work aims at ending tolerance of intellectual piracy; ensuring market access by 
removing tariffs and eliminating subsidies; and replacing monopolies and qnscientific standards with fair 
and transparent regulation. The ideal approach, though would be to prevent mistakes in the first place. 
And we have precisely that opportunity in a third transformational technol6gy: electronic commerce, or 
trade conducted over the Internet. 

, ! 
The Internet, developed only a few years ago, is growing with incredible speed. It had 3 million users in 
1994; fewer than 10 million in 1996; 140 million today; and may have 320lmillion by next year. 
Commerce over the Net is rising even faster still. This can raise productivity, make almost every existing 
industry more efficient, and create new ones we have not yet imagined. In vade, our task is simply to 
prevent mistakes that could reduce its potential. 

Today, in trade terms, the: Internet is pristine. No member of the WTO considers electronic transmissions 
imports subject to duties for customs purposes. There are no customs duties on cross-border telephone 
calls,fax messages or computer data links, and this duty-free treatment shquld include electronic 
transmissions on the Interne. We secured a temporary "standstill"on application of tariffs in this area at 
the WTO last year, and will seek consensus on extension this year. 

- i 
- I 

i 
i 

- I 

We are also working with our trading partners to develop a consensus on appropriate treatment of 
consumer issues. Electronic commerce cannot flourish without an environment of trust, where 
consumers feel safe from Unscrupulous practices. Industry-led efforts to maintain this trust are the 
optimal solution, but where those fail, government have a clear role in protecting their consumers. In all 

-areas where the government plays a role in e-commerce, however, we need to such action should meet a 
clear standard established by the WTO to ensure that trade is not impaired -- that measures are the least 
burdensome possible, and not used as trade barriers. 

And in our regional trade- initiatives- the Free Trade Area of the Americas; APEC, the Transatlantic 

10 of 11 8/29/004:26 PM 

http://www.ustr.gov/speecheslbarshefskylbarshefskL39.'hlml


, ,, ' . 	 I 

http://ww~.ustr.gov/speecheslbarshefskylbarshefsky_39.html 
r < 

Economic Partnership - we have created special c()mmittees to advise us ob ways to ensure all 

participants can take maximum advantage ofelectronic commerce. These are especialiy exciting for their 

potential to speed development in disadvantaged regions. ' , '. 


, I 

i , 
q 	 , • 

. , 	 , r 
, : . 

Internet access requires little capital, helps entrepreneurs find customers and suppliers quickly, and eases 
.technical and paperwork burdens that can slow participation in trade. Thus it is ideally suited for 
developing countries and people with a good idea but little capital. In the AfriCa trade initiative, AID has 
helped eight nations set up national gateways, and begun discussions with four more. AID has also 
reallocated existing funds for e-commerce d(;':velopment to Jamaica, Guatefnala, Uganda, Bulgaria, 
Morocco, Egypt, Ghana and Haiti. Within a few y~ars, if our work succeeds, we will have a seamless, 
worldwide network that promotes growth, entrepreneurialism, and the principles of open society 
everywhere. . 

CONCLUSION 

And perhaps this can be a lesson for us in years ahead.IfI can conclude w:ith a second quotation from 
Dr. Bohr: "prediction is extremely difficult ... especially about the future;"; 

, : 
i 

, . :I 

Neither government, business, nor even the best-informed scientists and engineers can predict the future ,. 

of the scientific revolution. But we can observe that with sound intellectual property laws; open markets; 
fair regulation; and the c:ourage to let new technologies develop freely , th~ possibilities are infinite. And 
if we can simply give humanity's inherent genius the freedom to let them emerge, we will have served 

.our country and the world well. 	 . 

. We can look forward to a future in which people live safer, healthier, longer lives. In which the air and 
the water are cleaner and the future of wildlife more secure, even as economies grow and living 
standards rise. Censorship and limits on freedom of speech fade into the past. And human reason and 
good will are free to reach the furthest horizon. ' 

. 	 , 
Those of us in trade have just a small role in this; but it is one we are very proud to play., 
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AMERICA, JAltAN AND THE TRADING SYSTEM 

Ambassador Charlene Barshefsky 

United States Trade Representativ~ 
, I 

I 
I, 

Tokyo American Center 

" ,:Tokyo, Japan 

i 
I 

May 13, 1999 . II 

Good morning, Thank you all for coming. 

I am here in Tokyo for the meeting of the so-called "Quad" -- Japan; America, Canada and the European 
Union -- to begin building consensus for the WTO's Ministerial Conf~rence in Seattle this fall, and for ~ 
new Round of globa.l trade negotiations. lam also, ofcourse, meeting' with my counterparts from 
Ministries including: MITI;MOFA,the Ministry of Posts and Teleco~unications, and the Financial 
Supervisory Agency to discuss our bilateral agenda. i 

, THE WORK AHEAD 

It is clear, of course, that in both areas' we have much work ahead. 

As we prepare for a new Round at the WTO,the finanCial crisis illustrates the need for transparent, 
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pro-competitive praetices in services; agricultural trade remains plagu6d by trade barriers, subsidies and 
unscientific regulation; government procurement, competition policy,)nvestment policies and other 
issues raise difficult questions. '1 I 

In our bilateral relationship, we have much more to accomplish in market opening and deregulation. • 
Steel is a sector ofgreat sensitivity and visibility. We must ensure tha~ our existing agreements are fully 
implemented. We are beginning oUr work on a third package of deregulation measures. ,And the sharp I 
rise in our bilateral1rade imbalance to $64 billion last year -- and perliaps more this year -- increases the 
potential for tensions in the relationship as a whole. . " . ! I 

I
I, 
! 

: ~ 

This is a broad and complex agenda, and our ,work may not always be easy. But regardless of the strains 
of any particular moment, we should remember that we are building on a record of progress and 
achievement. . 

In trade, ours is the world's second-largest bilateral relationship. We worked together to create and 
strengthen the WTO. And we must copperat~ in the work of the future - from response to the financial 
crisis; to integrating China, Russia and others; to the new WTO Round. 

, .. 

, 
i: . 

THE FOUNDATION: BILATERAL RELATIONSHIP 

But the foundation of cooperation in the trading system must be a strong bilateral relationship which 
offers both of us a sense of fairness, trust and mutual benefit. ' 

This in turn requires a return to economic health in Japan. For eight years, Japanese families; businesses 
and consumers have endured sluggish growth and stagnation; in the past tWo years, slowdown has 
become recession. This has complicated the efforts of Japan's neighb9rs to recover from the crisis, as 
Japanese imports dropped significantly last year. It has also increaseq the potential for trade tensions as 
U.S. exports to Japlln have dropped and the t,rade imbalance has grown. ' 

" , 

To break this cycle,. Japan's government has bommitted to fiscal stim~lus and financial reform, and taken 
the first steps towards a decisive break with the regulatory webs and closed markets that slow growth. , 
And this is where our bilateral trade agenda joins with Japan's own goals. Over-regulation, lack of 
competition, market access barriers, and tolerance of formal and informal cartels in many industrial 
sectors block imports but also frustrate those Japanese who hope to set up their own companies, and 
weaken the entire Japanese economy. And our 37 trade agreements with Japan, in fields from, 
agricultural commodities to insurance, high tech and manufacturing, ,are directed at precisely these 
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barriers. Thus they offer a chance for faster gr~wth and the opportunitY for more young people to 

become entrepreneurs, with all the benefits -- jobs, healthier companie~, higher living standards, 

confidence in the future. ' 


DEREGULATION INITIATIVE 

. :. I 
Our bilateral Enhanc,~d Initiative on Deregulation and Competition Poticysets the same goals. Sector by 
sector, over the past two years, we have worked to remove unnecessa,rx and burdensome regulation, 
improve transparency, enhance cOJ1lpetition,and create new opportuni#es for international and Japanese 
businesses. ' 

i 

The agreement we reached during Prime Minister Obuchi's visit last week takes this a step further. We 
agreed that Japan will take concrete measures on such issues as: 

- interconnection, liberalized network arrangements and cable TV in telecommunications; 

- ,performance-based standards, transparency ~d non-discrimination in, housing; 

! . 
! I 

- regulatory transparency, expedited approvals ,and acceptance of clinic~l test data in medical devices and 
pharmaceuticals; 

. 
. 

~ 

.l '. 

- reforms in financial services including eased registration for securitid companies, expansion of scope 
of activities for banks and securities firms; 

, 

- simplification of regulations and harmonizatibn of standards in the energy sector; 

- adoption of nationally applicable guidelines on operation of large-scale retail store laws; 

8/29/004:26 PM30f9 
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- use of "Public Comment Procedures!! to increase the transparency ,of policy formulation and 

implementation; and . , : . 


I' ; 

. I 
" , 

- advocacy of policies throughout the economy that will help create competition. 

I , 

Finally, we agreed to extend the Enhanced Initiative for a third year, to build on our progress and expand 
it to new areas and sectors of Japan's economy. 

, I 

These are very positive steps. Prime Minister Obuchi and his government deserve credit for them. But 
much work remains ahead. In areas where we have reached agreement on paper, full and quick 
implementation is critical. And they are only a few of the issues we must address to ensure the success of 
economic restructuring and improve market ~ccess. 

We also concluded a joint report on investment during the Prince Miriister'svisit. This focuses on 
measures that can improve the environment for foreign direct investm'ent in Japan, including actions to 
develop a more active mergers and acquisitions market; improve foreign investors' access to land; and 
eliminate rigidities in labor markets. This will offer American and other foreign companies new 
opportunities to ente:r the Japanese market, and give Japanese firms access to foreign capital and 
management ideas that will assist in the national restructuring effort. 

PERSISTENT CHALLENGES 

!, 
. I 

, ' I 

These advances are important. But we must go further and also faster,:because in several areas tension in 
our trade relationship has grown rather than diminished in the past year. 

That is especially true in steel. Last year's import surge has raised imniense frustration in Congress and 
industry. It is hard to overstate the tension in the U.S. surrounding thi~ issue. 

. , 
. . . I 

Our Administration is committed to bring the problem to an end. We will remain within the framework 
of our WTO commitments, but we will strongly enforce our laws on dUmping, 'and we expect that steel 
exports will return to their levels before the financial crisis on a sustai~ed basis. As the President told 
Prime Minister ObU(:hi, if they do not, we will act. ' 
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But it is also true in a number ofother issues. On flat glass, autos a~diauto parts, insurance, and 
government procurement we have serious concerns about implementB;tion of our trade agreements. Full 
adherence to their spirit and letter is essentialto trust and progress in the bilateral relationship. Failures 
of implementation ll~ad to rapid erosion of tnist and rising tension. 

And Japan, the world's second largest economy, has not played the leadership role it should in . 
supporting Asian recovery or in the Asia-Pacific Economic Cooperatipn (APE C) forum. Last year, the 
United States increased its imports of East Asian products by $6 billiqn. Japan's purchases from the 
region fell $19 billion. The APEC sectoral initiatives offer opportunit~es to Japan as a leader in pollution 
control technologies, energy equipment and other areas. t 

They are just as important for their concrete and rapid· benefits to developing countries in fish and fishery 
products, wood products, and other sectorS. Tl:lis is essential to give the ASEAN countries and others· 
opportunities to recover, and to strengthen their stake in the trading sYftem. 

: 1 
I 
i 

Just as we should acknowledge our progress over the past months, we must also meet our challenges 
squarely. Much negative can arise from failure. Immensely positive things -- growth in Japan, 
strengthening of this most crucial relationship in Asia for the next century, afoundation for a new era of 
progress in the multilateral trading system -- can come from success. ' 

! 

AGENDA FOR A NEW ROUND 
I 
I 

, I 

With that, I will tum to the topic that brought me here this week: the iliture of the WTO. 

Since 1995, the WTO has proven itself a fundamental improvement o~er the GATT. It has created 
. opportunities for growth and advanced the rule of law. It has helped c~ntain the Asian financial crisis' 
threat to world prosperity. . I 

And its balance of market access commitments and phase-ins give both developing and industrial 
countries confidence the system is generally fair. As one of the world's: leading trading nations, Japan 

. understands the value of this v:ery well.' ' , ' 
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But the WTO is by no means perfect. It is incomplete. It does not inclJde a number of major economies 
-- China, Russia, Saudi Arabia, Ukraine, and others -- and we are wor~ing toward co~ercially 
meaningful accessions in each case. And we are all aware of broader challenges the WTO must meet. 
From pressures created by the financial crisis, to persistent trade barriers, frustration in many developing 
countries over access to industrial markets, and concerns in many developed nations over sustainable 
development and working conditions, more effective safety nets, and n;ansparency in the trading system. 

THE QUAD MEETING AND A NEW ROUND 

Thus, if we do not improve the system, we may not only lose opportunities but see the strength of the . 
system erode. . , 

: I· 

I 
Japan's government and business community, I believe, recognize this ~s well. And in this context we, 
together with the European Union and Canada, have come to Tokyo to begin developing the agenda for a 
new Round. 

In the past two days I have listened closely to J~pan's ideas, and those of Canada and Europe. From our 
perspective, we are looking to a manageable agenda, which addresses the major priorities of the Quad 
members and developing countries. One which can be completed in three years and which uses the 
institutional structure of the WTO to work in three different dimensions': ongoing results, accelerated 
negotiations, and improvement ofthe WTO as an institution. 

i 
. 	I 

I 

L Ongoing Results 	
'. ! 

I 

The ongoing results should include, for example, efforts to reach consensus on an agreement on 
transparency in government procurement. They should include extension of the WTO's standstill on 
tariffs applied to electronic transmissions, so development of trade over :the Internet is not slowed by 
trade barriers. This is a significant shared interest. And it should include: work toward consensus on an 
"Information Technology Agreement II" to further ensure access for all tp the most modem technologies. 

I 

Finally, progress on the Accelerated Tariff Liberalization initiative begun in APEC and now under 
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consideration at the WTO is very important. japan's reluctance to participate in the wood products and 
fishery sectors has been very damagi~g. As I noted earlier, it has deprived Asia's developing countries of 
an important market during crisis, and raised questions about Japan's lbdership and commitment to 
reform of key inefficient areas of its economy; In accordance with our;agreement at Kuala LumpUr, we 
. are looking to make progress on this initiative: at the WTO. Japan's co~structive participation is essential. 

2. Accelerated Negotiations 

t' . 

I 

The agenda of the Round itself will clearly be founded in a few basic issues~ which offer opportunities to 
our own countries and to developing countries. . : 

. One is agriculture, where reform is fundamentally important to the fut~e economic efficien~y ofJapan. 
, . : 

I 

Another is services, whose importance to Japan can only grow as economic restructuring continues. 
Japan's own "Big Bang" in financial services represents its understandi'ng of this realitY. Here we can 
work together to seek deeper and broader commitments to liberalization and national treatment, 
addressing some of the weak: regulatory practices which helped spark t~e financial crisis, easing 
commerce and growth through open,'competit~ve distribution and tr~~port systems. 

I 
. I 

Our interests also coincide in many aspects of industrial trade. Our industries share great interest in 
reducing tariffs; and we also share a responsibility to ensure access i'nareas of competitive advantage for 
developing countries. . 

. Other areas we are discussing include governt!}ent procurement. Thi~ i~ an area where we can build on 
the foundation of an agreement this yeru: on transparency; the scheduled review of the Uruguay Round's 
agreement on intellectual property -- with the principal focus on implementation of commitments; and 
the proper treatment of issues such as competition and investment policies. . 

3. Institutional Reform of the WTQ 

I 

The final dimension is institutional reform, to strengthen the WTO's abflity to support real-world 
commerce, improve its cooperation with other international institutions, and broaden its public support. 

I 
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Japan's stake in this is immense -- as a nation which depends on industrial exports, Japan requires a 
strong trading system as a bulwark against protectionist sentiments in difficult times. And to preserve its 
strength, the trading system requires the support of constitueI1cies and citizens outside the worlds of 
business and govemment. 

Here we hope to take up such issues as: 

-- Trade facilitation. 

-~ Capacity-buildiD!~in developing countries; 

. -- Coordination between the WTO and the international financial institutions, where sensible trade 

policies can help advance and complement financial stabilization. ' 


, . 
. . .! . 

-- The intersection between trade and environmental policies: trade liberalization can complement work . 
to ensure clean air, clean water and protection of our natural heritage I. ' 

I , ' 

-- The intersection between trade and labor: as it has in America and)apan, growth should go with 

elimination of exploitative child labor and respect for core labor st!ID;dards. 


.' . 

-- Finally, reform and openness in the WTOitselfto create a broader base ofpublic understanding and 
support. Some pra(:tical steps -- rapid release of documents, finding other ways for civil society to 

. contribute to the WTO's work, and opening dispute settlement proceedings to public observers -- can 
have large implications for a stronger trading system in the next decade. 

" " 

CONCLUSION: THE MINISTERIAL AND THE YEARS READ 
I 
L 
i 

. i· 
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~ ,. 

This is the work that begins with our role aSihost and Chair of the WTO's Third Ministerial Conference 
this fall. And Japan -- as the world's second largest economy, the economic leader of Asia, our 
second-largest trad~~ partner -- is' crucial to success. i 

In the year ahead, we will pursue our bilater~l agenda of deregulation and market opening in Japan; and 
we will create the agenda for the trading system in the years ahead. ;l~deed, as we cap forty years of . . 
alliance for peace and security in the Pacific and work together to extend it into the 21st century, we can 
also reform and improve our trade relationship, and open a new era of reform, growth and opportunity as 
the next century begins. . 

It is a great opportunity -- and one we must riot miss. 

, ' 
: 

" I:. 

I 
• I 

I 
i 
, . 
i 
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A STRONGER PEACE: 

AMERICAN TRADE POLICY AND THE TRANSITION ECONOMIES , I 

, ! 
Ambassador Charlene Barshefsky , , 

U.S. Trade Representative 

Financial Women's Association of New Y6rk 

New York, NY 

May 19, 1999 

Thank you very much, Janet. 

I am deeply grateful to the Financial Women's Association for this award; and I want to congratulate 
Abby Joseph Cohen, who has been a trailblazer for women in the finandial industry, on her recognition 
as Private Sector Woman of the Year. The combination of intellect, optimism and realism she brings is 
wonderful, and I am very proud to be in such company. .' 

I 

Let me also say how appreciative I am to be recognized by such a distirtguished women's organization. 
Janet, of course, was a pioneer in bringing the Internet to government in the first term of the 
Administration; each of you is a person of accomplishment and distinction. So Ifee1 deeply honored by 
this award. ' 

I. should also say that my work in trade, of course, is as part of a team. :The President and Vice President 
personally are committed to American leadership in the world economy. Our career USTR negotiators 
are superb -- some of the most talented and resourceful people in government. And none of us could 
succeed without the support of the private sector, Congress, and the public. 

c ' 

r ' 

,i I . 

INTRODUCTION 
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This year, thatsupport will be more crucial than ever. We are preparing fonthe WTO's Third Ministerial 
Conferencein Seattle and a new Round of global trade negotiations. We have regional initiatives 
proceeding in Europe, Africa, Asia, the Western Hemisphere and the Miqdle East, and an active bilateral 
agenda in Japan. ! - 

This evening, I would like to offer some thoughts on one of the most complex challenges: the integration 
ofthe transition economies - China, Russia, Vietnam, the former Soviet republics - into the world 
economy and the trading system. And let me begin at the beginning: 

itA basic essential to peace, permanent peace, is a decent standard of living for all individual men and 
women and children in all nations. Freedom from-fear is eternally linked with freedom from want. [And] 
it has been shown time and time again that if the standard of living in any country goes up, so does its 
purchasing power -- and that such a rise encourages a better standard of li~ing in neighboring countries 
with whom it trades." ; 

THE. ACCOMPLISHMENT· 

This observation -- made by Franklin Roosevelt in a 1944 Fireside Chat ~":Ioutlines, in a few sentences, 
the foundation of AmeriGa's postwar trade policy. IFor living standards and! growth, trade is not a luxury 
but a necessity; for national strategy, itis an invaluable support to peace. And ever since, that Fireside 
Chat, from the creation (lfthe General-Agreement on Tariffs and Trade in 1948 up to today's World 
Trade Organization, we have led in the development of a worldwide tradirtg system, built upon the basic 
American tenets of transparency, opportunity and the rule of law. 

The system has grown in membership, from the original 23 GATT members to today's 134 economies 
and 4.5 billion people. And it has grown in scope: tariffs, now reduced by'an average of90%, remain 
central to its work, but are now joined by agreements on agriculture, services, sanitary and phytosanitary 
standards, intellectual property, technical barriers to trade, the Information Technology, Basic 
Telecommunications, and Financial Services agreements, as well as dispute settlement, oversight bodies 
for each agreement, and a forward work-program· on newer issues. , ! ! 

And the results have fully justified Roosevelt's vision. An opening world economy gives each WTO 
member export markets,. helping speed technical progress and raise wage~. And it has let imports raise 
the standard of living for consumers -- especially~the poor -- and industrie's find the best price for inputs 
and become more efficient. Global trade has grown fifteen-fold since 1960, world economic production 
has quadrupled; and per capita income more than doubled. 
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This in turn provides families and governments resources to improve health, invest in education, protect 
the environment and advance other social goals. And in consequence, life has improved nearly 
everywhere. World life expectancy has grown twenty years; infant mortalitY dropped by two-thirds; and 
famine receded from all but the most remote or mi'sgoverned corners of the world. And as regions of the 
world once known for poverty and conflict -- Central Europe, Latin America; Southeast Asia -- have 
become industrial centers with rising living standards, stabilizing governments and strengthening peace. 

• '. I 

. America fully shares in these benefits. Trade, together with the President's :commitment to fiscal 
discipline and education; has helped create the bes,t economic environment1we h~lVe ever had: eight years 
of uninterrupted growth; 1.& million new jobs; four consecutive years as the world's most competitive 
economy. 

And in the financial crisis, the trading system proved its worth inanother~ay. Today's strong rules have 
helped ensure that - despite 40% of the world in recession, six major economies contracting by 6% or 
more, and the American trade imbalance rising -- we have so far seen no broad reversion to , 
protectionism. This has prevented enormous economic damage at horne, gUaranteed affected countries 
the markets essential to recovery, and helped avert the political tensions that can arise in economic crisis .. 

NEW ROUND 

The question, of course, is whether the~e accomplishments are enough. As'the President's call for a new 
global Round of trade negotiations indicates, we believe they are not. 

: i 
I 

To ~egin with, the WTO can do more. Trade barriers remain high, especially in agriculture and services. 
Science every day creates new products and methods of trade. And the WTO itself can be reformed to 
make it more transparent, more able to help developing countries make and comply with commitments, 
and more effective in cooperation with institutions in related fields like the International Labor 
Organization or the IMF and World Bank.: ' 

, I 
! 

TRANSITION ECONOMIES 

. I 

Just as important, however, the trading system is incomplete. 
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The GATT's original members were in essence the' World War II Allies and Latin America. Since 1948, 
it has responded to two of the great developments of the postwar era:, the re:integration of Japan and 
Germany, and decolonization. And today we face an equally profound ch~lllenge: the end of the Cold 
W~ , 

The largest group ofcountries outside the system comprises the so-called transition economies -- China, 
Russia, Vietnam, Ukrainf~ and other former Soviet republics. They make up 18 of the 30 applicants for 
WTO membership and represent the vast majority of the 1.5 billion people outside the system. To have 
them outside creates a large and dangerous distortion of world trade; leaves them with weaker 
guarantees of access to markets today and more so in the future, as the WTO's coverage of agriculture 
and services industries grows. Ultimately, itraises;questions about their st~ke in a stable and prosperous 
world. By contrast, their (~ntry, on commercially meaningful grounds, together with membership in 
regional associations like the European Union, APEC and ASEAN, will strengthen reform at home; 
strengthen the WTO; and strengthen peace by giving them greater interests in stability beyond their 
borders. 

EUROPE 

The importance of these steps is clear in the experience of the Central European countries -- Poland, the 
Czech Republic, Hungary, Slovakia, Romania -- where reform is essentially complete, whiCh have been 
WTO members for many years, and are now preparing for entry into the Eirropean Union. Their 
successful reforms have strengthened prosperity and stability throughout Europe. As Poland's Trade 
Minister said last May: 

"Poland's accession to GAIT in 1967 helped us to retain institutional links with the international , 
marketplace at the time when my country was still subjected to a political and economic system alien to 
the aspirations and entrepreneurial spirit of its people ... [and] after the transformation process, our 
participation in the GATTIWTO framework has helped to consolidate the reform. II ' 

The integration of the remaining countries is technically complex and,especially with respect to the 
larger' economies, politically charged as welL But it is profoundly in our i~terest and that of world peace 
and stability in the next .::entury. And it is also well underway. ' 

Since its creation in 1995 the WTO has admitted five transition economies:'Slovenia, Bulgaria" 
Mongolia, Kyrgyzstan and Latvia. Each case has set important precedentsiand lessons for the future. 
This year, we have completed bilateral talks with IEstonia, and made significant progress with Albania, 
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I 
, 

Armenia, Croatia, Georgia,'Lithuania,and Moldova. Their governments -..:,~ome in the Balkans and the 
Caucasus operating under the most difficult of circumstances -- deserve immense credit. And we have 
continued negotiations with Russia and Ukraine, although internal politics in both cases has keptthe 
process a bit slower. 

INDOCHINA 

With Vietnam, Laos and Cambodia, the process is less advanced but also ,moving ahead. We are 
beginning with support for their regional integration into ASEAN, and WIth the negotiation of bilateral 
commercial agreements as precursors to WTO membership. 

We have already completc~d such agreements with Cambodia and Laos, and will work with Congress 
toward Normal Trade Relations (formerly MFN stitus) for Laos this year. Cambodia already has the 
status and has begun to develop its trade with the US as a result, although this of course has been 
hampered by political events. 

We are' also negotiating actively with Vietnam. Late last year we entered into force a bilateral copyright 
agreement, making American software, books, music and films the first foreign works ever protected in 
Vietnam. Our next goal is a comprehensive agreement including goods, services and rules that would 
allow us to endorse MFN status and lay a foundation for Vietnam's eventual WTO accession. In the past 
months, Vietnam has taken' import,ant steps forward, for example on non-tariff barriers, intellectual 
property and ,customs proeedures. We anticipate ~other meeting with the Vietnamese in the weeks 
ahead, and hope for commitments to move in the right direction in other ar~as, such as trading rights and 
key service sectors, so we can conclude the agreement. ' , 

I 

, 	 :CHINA 

At the same time, ofcourse, we are in the midst of negotiations on WTO, accession with the largest 
, transition economy: the People's Republic of China. ' 

The potential benefits of China's accession to the WTO are evident in the costs of China's Cold War 
economic isolation. Until the 1970s, China's economy was almost entirely divorced from the outside 
world. The consequent loss of foreign markets and 'investment impoverished China at home, and meant 
that Asia's largest nation had little stake in prosperity and stability beyond i~s borders. Every Pacific 
nation felt the consequences not only in economics: and trade but in peace and security. 

'! 	 'I I 
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,With the refonn beginning in 1978, this is changing. China is one of the world's major exporters; its 
Asian neighbors are among China's markets and leading investors. The resl,llt may wdl be evident in 
China's response to the financial crisis: where once it might have seen revolutionary opportunity, China 
now sees a threat to its own economic interests, and has thus contributed to IMF recovery packages and 
maintained currency stability. American policy haS encouraged this overthe years, from the lifting of 
trade embargo in the 1970s, through the grant of nonnal trade relations (MFN) in 1980 and its renewal 
ever since; China's participation in APEC; and our/agreements on intellectUal property, textiles and 
market access in the 1990s. 

But China remains insecurely and only opportunistically integrated in the world economy. Trade barriers 
remain high in agriculture and manufacturing, and its service market is aniqng world's most tightly 
closed, depriving China of the jobs, efficiency and innovation competition could bring to the domestic 
economy. In the broader sense, a weakly developed rule of law threatens lpng-tenn growth and 
attractiveness to foreign investors. Likewise, these problems block exports of American goods and 
services, and bar China's neighbors from a market which is especially impo:rtant during a time ofcrisis 
and recession in Japan. ' 

. '. . . : . . 

WTO accession, on commercially meaningful te~s, will help us address these problems in a way that 
serves all our interests.' , 

In economic tenns, China's WTO accession will open up major new export!opportunities in virtually 
every sector, manufacturing, high technology, financial services, telecom, agricultural commodities and 
more. For China, it will help create new jobs and a more efficient economy, offering a short-tenn source 
of confidence in a difficult year as it fundamentally advances China's long-~enn domestic refonn agenda. 
And it will strengthen China's long-tenn access to world markets; and to give an idea of how important 
this is to China's future, China's exports to the U.S. this year will make up roughly 5% of Chinese GDP 
-- the equivalent of nearly half of all US exports to .the world. 

! 

At the same time, WTO accession will contribute to critical strategic goals.·The concepts WTO 
commitments embody -- transparency, greater openness, public and enforceable commitments -- will 
hdp develop the rule of law within China and advance international standards of behavior in commerce. 

I 

And by more finnly integrating China into the Pacific and world economies; WTO accession will 
strengthen China's stake in peace and stability, complementing our larger diplomatic and security policy 
efforts in the Pacific region. ' ' ': i' ' 

I 

PROGRESS THUS FAR 
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We have made very significant progress in this accession. In April we substantially completed a market 
access package on agriculture, industrial goods, and services as well as fair' trade rules. This includes a 
commitment by China to participate in the Basic Telecom and the Financial Services Agreement as well. 

, . I 	 . 

While some issues remain unresolved, including certain financial services issues, we have the outlines of 
an agreement with four major characteristics~ : 

. I 
I I 

I 

- It is comprehensive, covering agriculture, industrial goods and services;ttade barriers including tariffs, 
non-tariff measures, transparency and others; unfair practices including export subsidies, forced 
technology transfer, offsets and local content requirements; and protection' against import surges . 

. I 

1 

- It grants no special favors. It requires China to reduce its trade barriers t6 ~evels comparable to those of 
major trade partners. 

- It is fully enforceable. China's commitments are specific and will be enforceable through our trade 
laws, WTO dispute settlement and other mechanisms. 

• 	 -And its results wil1 be rapid. China has already lifted import bans on: wheat, citrus and meat are 
now in effect. And on accession to the WTO; China will begin opening its market from day one. 

, 	 , . 

The work is not yet done. Some important issues, including in financial serVices, r~main unresolved. As 
in all accessions, conclusion depends on the acceding government, and Chir).a must meet the concerns of 
other WTO members as welL But we have the prospect of completing the ,work soon. 

I 

· I 

NEXr STEPS · I 

" '\ 
· I 

I 

The political environment surrounding the WTO talks, of course, is clearly complicated by the events in 
Belgrade ten days ago. This was a tragic mistake and the President has apologized for it on behalf ofour 
country; but expressions of grief and anger in China over the event are ullderstandable. At the same time, 
the volley of media accusations in Beijing have raised questions in the minds of many Americans 
whether China will maintain the momentum toward improved relations with the United States. 

This is a test for the broad(~r US-China relationship, and the ability of leader~hip in both capitals to focus 
on longer-term interests. As emotions cool, I believe we will both look ahead to the relationship the, 
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, United States and China should have in the next century - one in which wei realize the inter~sts we share 
in our bilateral relationship and in the broader areaofPacific stability and prosperity. ' 

, . 
The WTO accession is part of this. Completing it, on commercially meaningful grounds, will benefit 
both countries, and in the long term can create new areas of mutual interest. This remains a shared view, 
as we continue the, talks with a goal ofentry this year.; I 

CONCLUSION 

This negotiation is in the best tradition ofAmerican trade policy. 

The China accession offers concrete commercial benefits to both partners and the potential for a more 
secure and stable future relationship. And together with our negotiations with the transition economies 
of Europe and Indochina, it forms part of a larger vision which is in the hlt~est ofthese nations, of the 
United States, and the world. 

As they integrate themselves into a prosperous and open trading system, reform will advanc'e and their 
people will have better futures. Likewise, Americans will have new opportUnities and stronger 
guarantees of fairness. And the world's chances of peace, prosperity and the rule of law in the next 
century willbe far greater. . 

These are the principles which have guided our trade policy throughout the' postwar era, and have done . . 
so much for Americans and the world. Today, as fifty years ago, they offer ,us the hope of freedom from 
want, and freedom from fear. I 

" 

J 

I am very proud and grate:ful that the Association has chosen to recognize me, and indirectly the USTR~ 
, for such part as we have played. And I am just as grateful for your support and your help in the work 
ahead. . 

Thank you. 

;\ ' 

" 

,
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