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China in the World Trade Organizdtion 

'­

Ambassador Charlene Barshefsky : 
, l 

u.s. Trade Representative 

,
U.s. C?nference of Mayors , ".'. 

Washington, D.C. 
!, 

I 

January 27, 2000 

Thank you very much. I am pleased to be here with the Conference, arid to see Mayor Webb and Mayor 
Pulido of Santa Ana, who joined us on the u.~. Delegation to the WTO Ministerial, along with many 
other friends. Let mt: also recognize Mayor Oberndorf of Virginia Beach, Chair of the International 
Affairs Committee and one ofAmerica's long'-standing leaders on trad,e policy. Their work on our trade , 
advisory committees, together with that of many other mayors, is invaluable, helping to ensure that cities,: 
and towns have a voice as we make policy de~isions and move our negotiations ahead. 

, 
I 

, ,',' ii, 
The Conference rect:ntly commissioned a major report on America's metro economies, which finds that 
cities - as centers both ofhigh-tech production and of transport - haveia special advantage in reaching 
international markets. Thus trade policy is es~ecially important for Urban areas. Andlam here to speak' 
about a case in point, asking your support for:one of the most important trade policy goals in many years: 
China's accession" to the World Trade Organization, together with support for permanent Normal Trade 

. I I • • 

Relations for China.' , . ' '. . 

ONE-WAY CONCESSIONS 

I I 
Let me begin with ~ very brief description ofithe WTO itself and the steps China will take to join it. I 
will then offer you some thoughts on the implications of the WTO accession for China; America's trade 
interests ip China; and finally our broader str~teg~c goals. r 

, 
I,

j 
I 

, 
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Today's World Trade Organization has its roots in the General Agreement on Trade and Tariffs, or . 
GAIT; which in turn dates back to the years j~st after the Second World War. Its creation was in part a 
measure to stimulate a return to growth after the war; but it also reflected deeper and broader goals. The 
postwar leaders who created it - Truman, Churchill, the democratic leaders ofEurope - did so, in the light 
of the experience of the 1930s, when the Smoot-Hawley Ad in America and similar trade restrictions 
overseas had deepenM the Depression and intensified political tension~. 

. . i , . ji 

Their vision was that to open world markets aild advance the rule of law would help not only to promote 
growth and raise living standards; but to strengthen peace. Since then, their successors have added 112 
new members to the 23 founding nations: first, Germany and Japan, thdn much of the developing world, 
and most recently the: series of countries in Europe and Asia once gov~rned through communist central 
planning. Thus, as we abandoned the closedrr1arkets of the Depression era, we helped to foster a 
fifty~year economic boom, during which the world economy grew six-fold, per capita income nearly 


. tripled, and hundreds, of!llillions of families escaped from poverty. An~ still more important, we have 

strengthened peace, by giving nations a greater stake in stability and prosperity beyond their borders. 


. .: I . 

; 

China's commitment to join the WTO will bring the world's largest coUntry, and its fastest-growing 
. trading economy, into this network of openfug markets under the rule <jlflaw. In the most basic and 

literal sense, China's WTO accession will secure a broad-ranging, comprehensive series ofone~way trade. 
concessions on Chini:t's part. In the bilateral WTO accession agreement we reached in November, China f 

agreed to grant the United States substantiallyigreater market access a~ross virtually all sectors - goods, 

services and agriculture- and stronger guarantees. of fair trade. We must only agree to maintain the 

market access polici(:s we already apply to China, and have applied for over twenty years, by making 

China's current Nomlal Trade Relations status pennanent. 


f 
! 

THE WTO ACCESSION AND CHINESE REFORM 

But more fundamentally, howev~r,.China's WTO accession represents!a profound and historic shift of 
attitudes within China itself. Its decision to make these trade commitrrients reflects a policy judgment - I 

; . 

still not universally popular within China's government - that the best path to security and prosperity is 
market liberalization and an opening to the world. . 

As it joins the WTO" China will sharplyredute trade barriers such as ~ffs at the border. It will for the ., 
first time since the 1940s pennit both foreigners and Chinese businesses to import and export freely 
from China. It will reduce, and in some cases remove entirely, state control over internal distribution of 
goods and the provision of services. It will enable, again for the first time since the 1940s, foreign 
businesses to securely participate in infonnation industries such as telecommunications and the Internet. 
And it will allow the decisions of officials and ministries to be tested by impartial dispute panels when 
necessary. 

20f9 8129/00 11:58 AM 
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Taken together, such measures represent a remarkable victory for econemic reformers within China. 

They will help to refo·rm policies dating to .the earliest years of the corn.inunist era: absolute goveIninent 


I . 

control over economk contacts with foreigner~, nationalization of major industries; and destruction of 

private local commen::e within China. They giVe the Chinese people more access to information and 


. more contact with the democratic world. They weaken the ability of hardliners within the Chinese 
government to isolate the Chjnese public from 'outside influences and i<;feas. Altogether, they reflect a 
judgment that China's achievement of prosperity, security and international respect will rest not upon 
static notions of nationalism, state power and s,tate control; but rather upon greater economic freedom, 
engagement with the world outside and ultimately development of the nile of law. 

" 

The WTO accession, therefore, has potential beyond the world of econ9mics and trade. It can serve as a 

foundation for the rule of law within China; and it can serve as a precedent for China's willingness to 

accept and abide by iilternational standards ofbehavior in many other fields. That is why many Hong 

Kong and Chinese activists for democracy andihumanrights - Martin Lee, the leader ofHong Kong's 

Democratic Party; Ren Wanding, a dissident ~ho has spent years ofhis life in prison - see the WTO 

accession as China's rnost important step toward reform in the past two; decades. And it is why our 

supportfor WTOacct;:ssion reflects a broader long-term commitmentto human rights and freedoms, as 

well as new opportunities and strengthened guarantees of fairness for Americans. 


: 

THE WTO ACCESSION AND AMERICAN TRAD,EINTERESTS 
i .;
I 

The results we have achieved, ofcourse, reflect these latter points as well. While China's principal 
I 

concern is the potenti:al of WTO accession to create jobs and foster sustainable long-term growth 

through economic reform, ours is also the cominercially meaningful coinmitments that will help 

Americans export to China and support jobs at' home. And in this regard the agreement meets ~e high 

standards President Clinton set years ago, when he directed us to seek WTO entry for China. 


, . I 
• I I,. , . 

1. Overview 

First, our bilateral agreement is comprehensive, It opens markets in agtjculture, industrial goods and 
services; it addresses unfair trade practices including quotas and other non-tariff measures, the 
application of non-scientific agricultural standards, discriminatory regulatory processes, lackof 
transparency, export subsidies and other issues' as well. It addresses tariffs and other barriers at the 
border, limits on the right to import products into China and distribute ~em within China, intellectual 
property protection, and restrictions on services. To offer some specific examples: 

30f9 8129/00 11 :58 AM 
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I 

- The industrial tariffs your factory workers face in China will fall frOIh an average of25% in 1997 to an 

average of 9.4% by 2005; in information technology, tariffs on produc~s such as computers, 

semiconductors, and.all Internet related equipment will fall from an aVerage of 13% to zero by 2005. 


, I 

- In agriculture, on U.S. priority products such as beef, citrus and dairy, tariffs will drop from an average 

of31% to 14% in January 2004. China will also expand access for bulk agricultural products like wheat, 

com, cotton, soybeans and others; permit for the first time private trad~ in these products; and eliminate 

export subsidies. ' 


I, 
- In services, the agrl~ement will open the market for distribution, insurance, express delivery, 
telecommunications" banking, law, accounting, engineering, constructIon, environmental services, and 
other industries. ' :

,I' 

, , 

- In-all, it requires China to reduce its trade bchriers to levels comparable to those ofmajor trade partners, : 
including a number offully developed industrial countries. 

I , 
- And the agreement deals, appropriately, with the special and unusual characteristics of the Chinese 
economy by includirtg some features unique to this particular accessiop.. It addresses state jtading; iibans 
forced technology transfer; it eliminates invespnent policies intended to draw jobs and technology to 
China, such as local content, offsets and export perfonnance requirements. And' it provides protections 

-for Americans against import surges from China and from abusive export practices like duniping. 

: i 

Second, it is fully enforceable. The commitments China has made in all areas are specific, measurable, 
and enforceable through our trade laws and \\{TO dispute settlement and other special mechanisms 
including periodic multilateral review ofChina's adherence to its comInitments. 

i I 
And third, its results will be rapid. On accession to the WTO, China will begin opening its market from 
day one in virtually every ,sector. The phase-in of further concessions will be limited ~o five years in 
almost all cases~ and in many cases one to three years. ­, 

2. Case Study: The Auto Industry 1­
, ! 

'­

!. 
Let me ,now give you an example ofthese features in practice. As Ma~pr Archer knows well, it is now 
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virtually impossible to export cars to China.' Typically we export aboui 600 cars a year to China, many of 
them used. This is less than a single average U.S. auto dealership sells in a year, and fewer than the 688 
motorized golf-carts we sold to China from Jahuary to November 1999. And this is not because China 
has few cars - Beijing, Shanghai, Guangzhou ';ll1d other major cities have some of the heaviest traffic in 
the world. It is because trade barriers which inClude restrictions at the "border, old policy legacies, and 
more recent industrial policies amount to a virtual ban on auto imports] And in this agreement we take 
up all ofthem., " ': ,: , 

, I' 
, 

- We reduce barriers ;it the border: cutting tariffs from 100% today to 25% by 2006; forbid 
discriminatory value-added taxes; and raise the current prohibitive quota to $6 billion worth of autos and 
then eliminate it entirely within five years. , i' 

- We commit China to open its distribution markets and grant trading rights, ensuring that auto exporters 
from the U.S. can move their products within China and import them freely to the areas of greatest 
demand. ' 

. . 

- We open up the services essential to auto sales: China will let auto fir1ns provide financing, set up 
dealerships, advertise their products, provide repair and maintenance, ahd import parts. 

-We abolish industrial policies intended to draw auto jobs, investment and technology to China: Chi.na , 
'will abandon requireOlents that require firms tbset up factories in China in order to sell in China; abolish . 

local purchase requirements, and forced techn~logy transfer. ' 

I 

- We strengthen oUr guarantees that auto production and jobs in the United States will be secure. On the 
import side, we include in the agreement a twelve-year "product-specifib safeguard" available to all 

, industries ~- in this case, a guarantee that if auto imports from China should rise so sharply as to damage 
domestic firms, we can impose emergency limits; and a guarantee we will be able to employ special 
"non-market economy" methods ofcalculating and counteracting dump~g for fifteen years. 

I 

- And we have enforcement mechanisms for all of these separate and,overlapping commitments. This 
includes our own Amt':ri'can laws and the WTOIs dispute settlement meqhanism. 

Thus, we in essence have a comprehensive agre~ment on automobile ~de; and we match it, although, 
the specific features differ, in every industry ofsignificant concern to thr U.S. economy. We cover­

··l 

I 

50f9 8/29/00 II :58 AM 
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. i 

- High-tech industries such as semiconductors, software, chemicals and computers. 

I 

, . 
- Traditional manufacturing, from steel and aluminum to agricultural equipment, wood products, and 
home appliances. . . 

. . I . 

-Artistic fields like books, music Md film, as well as other copyright :industries like software ~d video 
games. 

- American farm and ranch products, from wheat to specialty agricultural products to citrus, beef, cotton, 
soybeans .and rice. I 

- Services industries, banking, to insurance, e~press delivery, accounting, la~, engineering, 
environmental, telecommunications, the Internet and other fields. , , 

3. The Work Ahead! 

China has.yet to complete bilateral market access agreements, like the,one we reached in November, 
with a number of other WTO members: Europe, India, Mexico and others. And it must complete a 
multilateral negotiation at the WTD which principally cover commitments regarding a range ofWTO 
rules including on subsidies, technical standafds, a mechanism to revi~w'implementation, and many 
other issues: All of this should serVe to strengthen the already very strong accession agreement we have 
negotiated. . 

However, we have an obligation as well. The:United States must grant China permanent NTR or risk 
losing the full benefits of the agreement we negotiated, including special import protections, and rights 

. to enforce China's commitments through WTO dispute settlement. 

This is, in tenns ofour policy toward China, *0 real change. NTR simply reflects the tariff status we 
have given China since our normalization of~iplomatic relations in 1979; which Congress has reviewed 
every year since then and found to be fn our fundamental national interest; and which every country in 
the world, but for a very few such as North Korea, Afghanistan and Serbia already have. But the 

I . , 

legislative grant ofpennanent NTR is criticaE All WTO members, in~luding ourselves, pledge to give 
one another permanent NTR. IfCongress we~e to refuSe to grant permanent NTR, our Asian and 

, I 

: 
. ~' 
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European competitors will reap these benefits but American farmers arid businesses may well be left 
, behind: 

THE WTO ACCESSION AND THE FUTURE US-CHINA RELATIONSHIP . 
.,, 

'", 
From the perspective of trade policy, this 'choice is absolutely clear. China offers a set ofone:'waytrade 

concessions; in return, we are asked only to confirm the normal trade status we already grant to China. 


'i,, 
ii'
I ! 

But trade, ofcourse, is only one element in oj economic relationshIp, ~th China; and economics is only 
one of many major issues in the totality ofour :relationship with the wo'dd's largest country. And thus, 
the WTO accession also asks us to think abou~ the future in terms ofAlnerican security and strategy for 
the years and decades: ahead of us. ' 

Our relationship with China today is free neither ofdeep-seated policy disagreements, nor moments of 
tension. This is perhaps natural: we are both great Pacific powers, and our gov~rnments reflect vastly 

different political systems and values. But to qhote the classical Chinese poet QuYuan, writing in the,4th, 
, century B.C., such al'elationship poses profound questions of relevance to the future peace and stability 
ofa vast section of the earth: ; 

"Eagles do not flock together like birds of lesser wing; 

thus it has been since ancient times. 

How is the round to fit with the square? 
,
" 

How can different ways' of life be reconciled?": " 

• I 

We should not imagine that a trade agreement will cure these areas of disagreement. Rather, as the 

President has said, we must act on them with candor and a firm assertion ofour interests and values. 


But as we do so, we also must recognize how important a stable and peaceful relationship with China is 
-- for the world, for tIle Chinese, and for us. And thus we have an equally fundamental responsibility to 
find and act upon areas in which we share interests and benefits. !, 

I 

'I70f9, 8129/00 I1':59 AM 



http://www.ustr.gov/speeches/barshefskylbarshefsky~58.html 

We saw this responsibility clearly, and acted upon it, in the Asian finartcial crisis two years ago. We see 
it as well in the maintenance of peace on the Korean peninsula; in the search for stability in the Taiwan 
Strait; in the enviiomnental problems of the A~ia-Pacific region. And ~e have seen it in trade policy for 
a quarter century.' I 

" 

i ' 
American trade initiatives in China have stretched from the end of the ~ade embargo in 1972 through 
our Commercial Agri~ement and mutual grants ofMFN status (now Normal Trade Relations) in 1979 

I ,.

and 1980; through thi;: renewal ofNTR for the past 20 years; and through the market access, textile and 
intellectual property lights agreements of the 1990s. Each step has had la foundation in concrete 
American economic interests; but each has also helped to promote refo~ and the rule of law within 
China, integrate China in the Pacific economy; and thus strengthen ChiRa's stake inprosperity and 
stability throughout Asia. . :. 

" 'I 

I 
As such, together with our. network ofalliances and military commitments, trade policy has helped to 
strengthen guarantees of peace and security for us and for the world. Aild WTO accession for China will 
be ,the most significailt step in this process for many years. . I 

I 

. "I 

CONCLUSION 

. . i 

. That is the fundanlental meaning of this WTO'accession; and if we approach it in this spirit, we can see 
how extraordinary are the possibilities it opens up. . . i 

" 

A new and fundanlentally improved trade relationship with the world's 'largest country, which offers 
practical, concrete benefits to cities and towns !throughout America: stronger guarantees offaitness for' 
our working people and businesses; new export opportunities that mean jobs and growth for Americans . 

. I 

I 
I, . i 

A decisive step towwd deeper and swifter reform within China, strengthening the rule of law, and 
offering new opportunities and hope for a better life to hundreds of rpillions of Chinese. 

. , .! 

! 

And a relationship with the world's largestnation which may have moments of tension and volatility, but 
in which we also act to find common ground and strengthen hopes for ,Peace. 

I 
I I . 

, 
. , 

That is the opportunity before us; that iswhy I,am before you today. And it is why I ask for your support 
and your help as we bring this historic agreem~nt to Congress, and seek. on its basis permanent normal 

80f9 8/29/00 II :59 AM 
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trade relations with China. 
. r 

, ,l, 

" 

.' 

i. , 

:. 
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China's WTO Accession: 'trade Interests, Values and Strategy 

, 
I 

Ambassador Charlene Barshefsky 

U.S. Tnl.de Representative 

I 
I 
I 

National Conference of State Legislato~s
I ' 'I 
, , I 

WaShington, D.C. 

i
February 4, 2000 

, ,, 
Thank you very much. Let me thank Represen~tive Paul Mannweiler of Indiana, President of the NCSL. 
I am especially pleased to be here with the National Conference of Stat~ Legislators, because you live 
and work with the Americans, on the job and on the farm, shaping today's international economy, and 
thus your advice on tr,ade policy is of great .importance to our Administration. 

: 

I would like to acknowledge several state legislators who, have made especially important contributions 
to our work: the members ofour Intergovernmental Policy Advisory Committee, Representative John 
Dorso ofNorth Dakota, Hawaii Senator Carol fukunaga, New York Sebator James Lack and Maryland 
Delegate Kenneth Montague. Oklahoma Representative Clay Pope, recent chair ofNCSL's Agriculture 
and International tradl~ Committee and one ofAmerica's leading experts on agricultural trade, and South 
Dakota Representativ,e Larry Dietri~h, who ch~irs the TradeCommi~e~ this year. 

I 

, I 

I am here to ask your support for one of the most important American trade policy goals in many years: 
China's accession to the World Trade Organization, together with support for permanent Normal Trade 
Relations for China. ' 

I 
i 
I" 

ONE-WA Y CONCESSIONS 

In one sense, this is a simple matter. Our bilat~ral agreement with Chinil on WTO accession last . 

lof7 8129/00 11:58 AM 
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November secures broad-ranging, comprehensiye and one-way trade 'concessions on China's part. China 
agreed to grant the United States substantially greater market access in 'virtually all sectors, and stronger 
guarantees of fair trade. We agree only to maint,ain the market access pO,ticies we already apply to China, 
and have for over twenty years, by making China's current Normal Trade Relations status permanent. 

I ' , ; 

, I , 

One might end a discussion ofthe WTO accession right there; fr~m a p~ly trade policy perspective, it ' 
would not be wrong to do so. But we must also think about the wider implications - and to see these 
clearly, we must begin at the very beginning. I 

I , 

AMERICA AND THE TRADING SYSTE;M 

.' 
The World Trade Organization China now seekS: to join has its roots in me General Agreement on Trade 
and Tariffs, or GATT. The leaders who created hin 1948 - Truman, Churchill, Europe's democratic 
leaders - acted with personal experience of Depression and war. They had seen the Smoot-Hawley Act in 
America and similar protectionist policies overseas deepen the Depression and contribute to the political 
upheavals of the 1930s. And fifteen years later, they believed that by reopening world markets they 

: could promote growth and raise living staridards; and that as open marke~s gave nations greater stakes in 
stability and prosperity beyond their borders, a fragile peace would strengthen. ' 

, I 

The work they began has continued for fifty year~; and their faith in freed9m, open markets and the rule 
of law is abundantly vin.dicated. Through eight Rpunds ofnegotiations, and as 112 new members joined 
the 23 founders, we abandoned the closed markets of the Depression era and helped to foster a fifty-year 
economic boom. In these years, the world economy grew six-fold. Per capita income nearly tripled. 
Hundreds of millions of families escaped from poverty. America, as the world's largest exporter, benefits 
perhaps most of all. . i . ; I , 

I I' 
.. I' 

CHINNS ROAD: FROM REVOLUTION TO REFORM 

, i 
, t 

China took a very differ~mt road. With the Communist revolution, it shut 400rs it had once opened to the 
world: among the first steps were to expel foreign businesses from China, and bar direct economic 
'contactbetween Chinese: citizens and the outside fiorld. Inside China were similar policies: destruction 
of private internal commerce; abolition of private property and land owner,ship; suppression of the right 
to object to these policies. In essence, one cannot separate postwar China's; deepening isolation from the 
outside wofId from the steadily increasing repression and diminishing space for individual life and 

I 

I' 
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; 

freedom within China. 

I 

I 
I 

WTO accession thus rrieans a profoUnd and historic shift ofattitudes., As it joins the WTO, China will 
sharply reduce trade barriers at the border. It will, for the first time sinc~ the 1940s, permit foreigners 
and Chinese businesses to import and export freely from China. It will reduce, and in some cases remove 
entirely, state control over internal distribution <;>f goods and the provision of services. It will enable, 
again for the first time, foreign businesses to participate in information ip.dustries such as 
telecommunications. Pilld it will allow us to enforce these commitmentsithrough impartial dispute! 
settlement when necessary.i

I 
, i 

These commitments are a remarkable victory fot economic reformers. ney will give China's people 
, more access to information, and weaken the ability ofhardliners in the Chinese government to is.olate 
China's public from outside influences and iderui. They reflect a judgme~t that prosperity, security and 
international respect will come not from the static nationalism, state poW;er and state control China 
adopted after the war; but the greater economic freedom, engagement with the world and ultimately 
development of the rule of law inherent in the imtiative President Trurilafi began in 1948. 

That is why many Chinese activists for democra~y and human rights - M~in Lee, leader of Hong 
Kong's Democratic Party; Ren Wanding, a dissid'entwho has spent years of his life in prison ~ see the 
WTO accession as China's most important step toward reform in twenty Xea:rs. And it is why oUr support 
for WTO accession rests on a broader long-term commitment to human rights and freedoms, as well as 
new opportunities and fairness for Americans. :,' ;1 '. ' 

WTO ACCESSION AND AMERICAN TRADE INTERESTS 

\' 
: ',I' 

It also, of course, repres(mts concrete trade goals that will help Americans Ion the farm and on the job. 
And let me offer you some specifics on that. 

1. Overview 

First, our bilateral agreement is comprehensive. qllna will reduEe its trade:barriers to levels comparable 
to those of major trade partners, including a number of developed industria}. countries, . and address all 
our priority concerns: 

.. 
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http://www.ustr.gov/speecheslbarshefskylbarshefskL59.html 

, I 

- Chinese industrial tariffs will fall from an average of25% in 1997 to 9.4% by 2005. In information 
technology, tariffs on products such as computers, semiconductors, andiall Internet related equipment 
will fall to zero by 20()5. [ ' I ' 

I I 

- In agriculture, on U.S. priority products such as beef, citrus, specialtY products and dairy, tariffs will 
drop from an average of 31 % to 14% in January 2004. China will also expand access for bulk 
agricultural products like wheat, corn, cotton, sOybeans and others; pemlit for the first time private trade 
in these products; and eliminate export subsidies. ,i 

I' 
I , I 
I 

-In services, China will open markets for distribution, telecommunica.tiJns, insurance, express delivery, 
banking, law, accounting, audiovisual, engineering,construction, environmental services, and other ' 
industries. I I' 

! , 

- And the agreement dc:::als with the special characteristics of China's economy. It addresses, state trading; 
it bans forced technology transfer; it eliminates 1pvestrnent policies inten~ed to draw jobs and 
technology to China, such as local content, offsets and export performance requirements. And it provides 
protections for AmericiUls against import surges;from China and unfair trade practices like dumping. 

. ' I 

\ ' 

I 

I 

Second, it is fully enforceable. China's cornmitm'ents in all areas are specific, measurable~ and 
, enforceable through Qut trade laws, WTO disput~ settlement and other sneCial mechanisms. ' 

I 
'.. 

.' 
And third, its results wiIl be rapid. On accession to the WTQ, China will oegin opening its market from 

, 

day one in virtually every sector. The phase-in of further concessions wiUbe limited to five years in 
almost all cases, and in many cases one to three years. 

I 
I 

Thus, over a very short period of time; those of you who represent univerSity towns and high-tech 
centers will see new opportunities for semicondu~tors~ software, pharmaceuticals, chemicals and 
computers. 

Those of you 'with friends and constituents on the;factory floor will see export opportunities and 
strengthened guarantees of fair trade for manufacturing, from steel to autos, agriCUltural equipment,' 

, 

wood products, and home, appliances. 
! 

': ' , 
(. 

I 
. " 

I 
i 

, i. 

, i 
Representatives of rural districts will see new markets for your neighbors on farms and ranches, in 

j ,I f 
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commodities from citms -- where a Chinese inspection team toured orchards in California, Arizona, 
Texas and Florida last week -- to wheat, specialty products, beef, pork, ~otton, soybeans, rice, dairy and 
much more. : ' ' 

I 

I 

, 

We also cover the artistic fields - books, music and film, as well as other copyright industries like 
software and video gaInes - and each of the majpr services industries, frQm telecommunications to 
accounting, audiovisual, banking, express delivery, accounting, law, engineering, environmental and 
much more. '. . \ ,,' •. 

I 

3. Th¢ Work Ahead 

. China has yet to compl€!te similar bilateral agreements with the EU, Indi~, Mexico and others, and a 
, I 

. multilateral negotiation at the WTO, principally covering commitments on a range of WTO rules 
including subsidies, teclmical standards, a mechahlsm to review impleme~tation, and many other issues. 
All of this should strengthen the already very strong accession agreement \we negotiated. 

\ I : 

What is our p'art? We make no changes in our market access policies. We 'change none of our fair trade 
or export control laws. But we have one obligation: we must grant China permanent NTRor risk losing 
the full benefits of the agreement we negotiated, including special import protections, and rights to 
enforce China's commitrnents through WTO disp\Ite settlement. 

, .1 
, 
I ; 

This is, in terms ofoUr policy toward China, no real change. NTR is simply the tariff status we have 
, given China for 20 years; which Congress has reviewed every year and found to be in our fundamental 

national interest; and which every country in the world, but for a very few such as North Korea, 
Afghanistan and Serbia, ~Llready has. But the legislative grant ofpermanent' NTR is critical. All WTO 
members, including oursdves, pledge to give one kother permanent NTR.I. If Congress were to refuse to 
grant permanent NTR, our Asian and EUropean competitors will reap these~benefits but American . 

. ' I 

farmers and businesses may well be left behind. 

WTO ACCESSION AND US-CHINA RELATIONS 

From the perspective of trade policy, this choice is clear. China offers a set qf one-way trade 
concessions; in return, we simply confirm the normal trade status China already has. From the 
perspective ofreform and liberalization in China, the choice is equally clear~ As it implements these 
commitments, China will become more open to the 'world, and more responsive to the rule of law than it 
is today. ,I 
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: 
I. ' 

But we must also look to a deepe~ issue. China is the world's largest co~try, and over the past decade 
the world's fastest-growing major economy ..Oui; fuhire relationship will pave great bearing on American 

security and strategy in the 21 st strategy, and wei should also judge the W:TO accession in this light. 

'I 
I. 
i 

, Our relationship with China today is free neither; of deep~seated policy di~sagreements nor moments of 
tension. These are perhaps natural: we are great Pacific powers, and our governments reflec,t vastly 
different political systems and values: And to quote the classical Chineseipoet Qu Yuan, writing in the 

, : 

4th century B.c., such a relationship such poses profound questions for :fqture peace and stabilitY across 
a vast section of the earth: I 

, I 

/' 

I 

"Eagles do not flock together like birds of lesser wing; 

thus it has been since ancient times. 

How is the round to fit with the square? 

How can different ways of life be reconciled?" 

, I 

1 

Where does WTO accession fit in this? We should not'imagine that a trade agreement will cure all our, 
disagreements. And as the President has said, whe~ we disagree with Chin~ we must act with candor and 
firm assertion of our interests and values. But as we do so, we must also recognize how important a 
stable and peaceful relationship with China is -- f~r the world, the Chinese; and your friends and 
neighbors. And thus we'have a fundamental responsibility to find and act upon areas in which we share 
interests and benefits. i ' 

J 
~ ; 

, I 

I, 

We saw this responsibilivj clearly, and acted upon it, in the Asian financial :crisis two years ago. We see 
it in the maintenance ofpeace on the Korean penin~ula; the search for stability in the Taiwan Strait; the 

, environmental problems of the Asia-Pacific. And We have seen it iIi trade'for a quarter century . 
• , ' I 

I 
, I 

I '! 

American trade initiatives in China stretch from th~ end of the trade embargo in 1972 through our 
Commercial Agreement and mutual grants ofMFN'status (now Normal Trade Relations) in 1979 and, 
1980; the renewal of NTR ever since; and the market access, textile and int~llectual property rights 
agreements of the 1990s. Each step ha~ a foundation in concrete American interests; each also helped 
promote reform in China, integrate China in the Pacific economy, and strengthen China's stake in 
prosperity and stability throughout Asia. And China's WTO accession will b¢ the most significant step in 

I' ' I 

this process for many yearS. ' ! ' 

i 
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CONCLUSION" 

That is the fundamenutl"meaning ofthis event. And if we approach it i'n1this spirit, we can See how 
extraordinary are the possibilities it opens up. 

I. 
A new and fundamentally improved trade relationship with the world's largest country, which offers 
practical, concrete benefits to cities and towns throughout America: strohger guarantees of fairness for 
our working people and businesses; new export 'opportunities that meaD: Jobs and growth for Americans. 

~ . : . 

i 

! 
A decisive step toward deeper and swifter reform within China, strengthening the rule oflaw, and 
offering new opportunities and hope for a better :life to hundreds ofmi.1lions of Chinese. 

;. 
I I 

And a relationship with the world's largest nation which may have moments of tension and volatility, but 
in which we also act to find common ground and strengthen hopes for peace. 

That is the opportunity before us; that is why I ari"t before you today. And :it is why I ask for your support 
and your help as we bring this historic' agreement to Congress, and seek on its basis permanent normal 
trade relations with China. " 

I 
, I 

I ! 
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I 
, 
I 
I 

February 8, 2000 . 

I 

I 
. I 

I I 

Chairman Crane, Co;ngres~man Levin, Memb~rs ofthe Subcommittee:: 
, " 

1 i 
Thank you very much for this opportunity to testify before the Subcorilmittee on our agenda at the World 
Trade Organization over the coming year. I appreciate this opportunity to review our assessment of the 
WTO after five yeats, the events at last year's' Ministerial Conference,' the negotiations and other work 
we have under way in the year" 2000. " '" 

1 
" I 

INTRODUCTION 

Our agenda for the year 2000 ranges from opening negotiations on agnculture and services as mandated 
by the Uruguay Round Agreement of 1994; to implementing and enforcing existing agreements, ' 
including several now coming fully into force; promoting the full integration ofthe least developed 
countries into the 1rading system; institutional reform at the WTO, With a focus on strengthening 
transparency; and the accession ofnew merpbers, in particular Chin~ to the organization. At the same I 

time, we are working with other :WTO members for consensus on it new Round. To reach such a 
consensus, as the President has said, all WTO members will havt! tQ show flexibility and accept their 
share of the responsibility for success. " 

, , I 

I 

"' ., 
" 

j I 
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My testimony will review each of these points, but will open with a more l:iasic review of the record of 
the WTO over the past five years. And here the iJ:Iimediate point is clear. That is, the tqldingsystem is 
fundamentally sound and our participation in it is profoundly in America's:interest. While the Ministerial 
Conference in Seattle was unable to agree on an agenda for a new negotia~ing Round, and the WTO has 
received some criticism from its members and from outside as well, on the whole the WTO is fulfilling 
its mission of opening nl~w opportunities, promotirig sustainable developJent, raising living standards 
and strengthening peace. , I 

, i 

1 

As the President recently said, there is no substi*te for the confidence and credibility the WTO offers 
the world as trade grows. WTO membership opens world markets to our goods and services, and helps 
us take advantage ofour competitiveness in agriculture, manufacturing and high-tech industries. It 
advances the rule oflaw in commerce, and proniotes stability during economic crisis. And thus our 
participation and leadership in the WTO is of crjtical importance. .' i) , 

Criticisms, both from within the WTO and fro~ outside, deserve a respectful hearing and the WTO must 
respond to the legitimate issues they raise. But these were not the fund~ental 'reason the Ministerial 
conference did not launch a new Round. Rather, the WTO's l35 members reached an unfortunate, but 
familiar, impasse on some of the major policy issues. The impasse will not fix itself; but ifWTO 
members remember history and first principles, focus more intently on the shared benefits we derive 
from the open markets and rule of law represented by the WTO, and'accept the shared responsibilities of 
developing the trading system, we can break the deadlock and move ahead. ' . 

I

THE CONTEXT 

, I 

Our first challenge is to place the Ministerial In its proper context. ' 

. ;I 

Today's WTO has its roots in the General Agreement on Tariffs arid Trade, or GATT, created under 
President Truman after the Second World War. The leaders of the ,tirhe acted in the 'light of their 
personal experience: they had seen the Smoot-Hawley Act in America and similar protectionist policies • 
overseas deepen the Depression arid contribute to the political upheavals of the 1930s. Fifteen years 
later, they believed. that by reopening world:markets they could promote growth and raise living . 
standards; and that as open markets gave nations greater stakes in stability and prosperity beyond their 
borders, a fragile peace would strengthen. 

' .. , 

The work they began has proceeded through five decades. Over time, as we and others abandoned the 
closed markets of the Depression era, we ~ave strengthened peace by integrating first Germany and 
Japan, then the post-colonial world, and now the countries moving away from communist planning 
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systems into a modem economic world. And we have fostered what amounts to a fifty-year economic 
,boom during which the world economy grew six-fold, per capita income pearly tripled, and hundreds'of 

, , ' 
millions of families escaped from poverty. ' 

Most recently, with completion ofthe Uruguay Round and Congress' passage of the Uruguay Round 
Agreements Act in 1994, we made a fundamental advance: going well beyond the GAIT agreements in 
addressing agriculture and services; protecting intellectual property rights; and strengthening our ability 
to enforce all the agreements covered by the WTO. In the WTO itselfwepreated a small but. efficient 
organization, with a very small budget and professional staff, to serveasa venue by which governments 

, 	 " 
can agree by consensus on measures in the general interest. This is eviden,t in the substantial further 
progress we have made since 1995, in conclusion of the landmark multilateral agreements on 

I 	 " 

Information Technology, Basic Telecommunications and Financial Servipes. 
, 

, 

Taken as a whole, these achievements have substantially improved the world trade environment and its 
institutions, in ways including: 	 ' ! 

, I 

• 	 Expansion oUlle Rule o(Law: In just five years, the 50 year-old trading system has been 
transformed from a complex set of rules; and disciplines that applied fully to a relatively few 
members to a system where the rules apI>ly to all members (subject to transitions) eliminating the 
potential for "free riders" on the ,benefits of an open' trading syst~m.

I , 	 ' 

• 	 Dispute Settlement: Today, WTO Mem~ers rely on a set of procedures for the prompt settlement 
, ofdisputes, eliminating many of the shortcomings of the earlier'GA IT system where the process 

could drag out indefinitely. While improvements to the system irre still warranted, the greater 
certainty of the new system has led to a more prompt resolution ofdisputes and greater 
predictability in the application of rules. 

, ' 
l , j 	 , 

• 	 Market Access in traditional and new areas o(commerce: Globally, the Uruguay Round is 
reducing manufacturing tariffs by a third; American farmers' arid ranchers are finding export 
opportunitie~j, as a result of the first re:al commitments to redllce barriers and limit the use of 
export subsidies; for the first time in the history of the trading system services providers have also 
recorded real export opportunities, from accounting to teleconimunications services providers. : 

, 	 I 

New entrants into the global marketp~ace, particularly small and medium-sized enterprises, are 
also benefitting from these new market openings and innovations. 

i' 	 , . 

• 	 Intellectual Property Rights Protection: WTO member goverinnents have accepted a landmark set 
of rules for protection of patents, copyrights, trademarks and ,other forms of intellectual property.: ' 
This both protects the research and innovation of Americans ,in our most competitive industries, ' 
and creates incentives for further investment and technological progress worldwide . 

• 	 Global Membership: The WTO has;grown by 50%, from th~ 90 members which joined to launch' 
the UruguilY Round in ,1986 to 135 in 1999, with another 30;members seeking to negotiate entry;: 
More stringent requirements for membership mean acceptallce of WTO rules helps to open ' 
markets to Ainerican products and promote domestic economic reform. This is especially 
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important for countries emerging from compmnist planning system~ and seeking to establish 
market-based ecortomies. Thus, membership in the WTO is a key element in newly emerging 
economies in Eastern Europe, in Asia, and ~n the Middle East. Afri~an nations as well are 
participating more: fully in the WTO than in the past. . . 

I 

• 	 Creation ora dynamic forum for trade liberalization: In establishing the WTO, we created a 
system that is responsive to rapid changes in technology and the ne~ds of the 21 st century. The 
WTO first set in motion and then realized agreements in financial ~ervices, basic . 
telecommunications services and informat~on technology, whose outcomes are larger in scope than 
the totality of the results of the Uruguay Round; and by setting a built-in agenda to continue in 
agriculture and services this year. . . . . i 

, 	 i 

• 	 High Technologx: The dynamism of the WTO has kept the trading system current with 
technological development, providing real benefits to businessan4 consumers - through itswork 
on the Information Technology Agreement, Basic Telecommunications, Financial Services, 
electronic comrrlerce and other initiatives:. Since the Basic Telecommunications Agreement came 
into effect, for example, rates paid by U.~. consumers for intemat~onal service to most foreign 
destinations have declined significantly. From 1996 to 1998, the, average price of an international 
long distance call declined from 74 cents per niinute to 55 cents Per minute, a 25% decline. On 
highly competitive routes, such as the U.S.-UK route, prices havef~len even mote dramatically, . 
to as low as 10 cents per minute. Although aggregate data for 1999 are not yet available, I 

I • 

indications are that the trend toward lower rates has continued and that the current average price 
worldwide is well below 55 c~nts per millUte. ' 

. I 

, 	 ' , 
• 	 World Economic Stability: The WTO has also strengthened the world's ability to address econormc 

crises. During the financial crisis of 1997 and 1998, for example~ the respect WTO members, 
including ourselves, showed for open market commitments helped to prevent a cycle ofprotection 
and retaliation similar to that of the Depression era, ensuring affected countries the access to 
markets they needed for recovery, and minimizing damage to Alnerican farmers and· . 
manufacturing exporters. 

• 	 Greater Openness and Accountability: While, as I will note later, we are not satisfied with the 
I 

WTO's progre:ss toward full 'transparency, we also recognize that in five years, the WTO has I . ,
moved forwatd on these issues by making a majority of its d09uments available to the public, 
reaching out via symposia and other means to the NGO community and by creating a Web page. 
All of the wto Ministerial Meetings held thus far - in Singapore, Geneva and Seattle - have 
enjoyed strong NGO participation. ' 

THE WTO IN AMERICA'S ECONOMIC BOOM 

,. 
I' 

These policy achievements, in tum, have helped to facilitate an expansion ofAmerican goods and 
, 	 I 

services exports, despite the effects of the Asian financial crisis, by 55% since 1992. This is especially 
important, as eXpOrt-related jobs typically pay 10-15% above the average U.S. wage. Together with 
domestic policy measures such as the improvement offiscal discipli,he since 1993 and increased • 
investment in education, the trading system' has thus made a remarkable contribution to our prosperity in 
the past five years. By opening markets, advancing the rule. of law and promoting competition, the WTO 
has contributed to a record of: I 
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- Growth: The U.S. economy has grown by $2.2 trillion, from $7.0 trillion ~n 1992 to $9.2 trillion in 
1999. To put this figure in context, only two countries in the world apart from the United States have a 
GOP totaling $2 trillion or greater. . : ' ' . 

, 
'r 	 . I 

- Jobs: U.S. employment: has grown by over 20 million, as unemploym~nt levels dropped from 7.3% to 
4.0%. This is the lowest unemployment rate since January of 1970. 

I 

, 	 I • 

- Rising Living Standards: American living standards are ri.sing, as hourlY: wages for nonsupervisory 
. workers are up by 6.8%, At the same time, openness to imports has helpe~ to keep inflation low, 

broaden choice and improve consumer prices especially for basic household necessities. This is 

especially important for .the poorest families. 


. 	I 
I 

- Investment: Since creation of the WTO, U.S. n<)fi,-residential business ihvestment has risen at 10.8% 
per year. 	 , , 

, 

.	-Shared Benefit: Americans have broadly benefitted from our expansiott, with poverty rates falling to 
thee lowest level measured since 1979, and uneIVployment at record lqws for African-Americans and 
Hispanics. . 

A final point to note is that in the past five years, the U.S.' share ofworld foreign direct investment has 
sharply. increased, with foreign countries investing more than $400 billron in America. Many had 
expressed fears that a more open world would promote investment iIl cpuntries with weaker labor and 
environmental standards. Investment decisions' obviously have many causes, but experience shows that 
our high standards have not been any sort of a ,deterrent to investment ip the United States. 

, , 

'J: 

~ASONSFqRSEATTLEOEADLOCK 

...! 

Let me now turn to an analysis of the Ministerial, and then to our nex{steps. 

" I ' 

i, , , 	 . 

As the record -- both of the past five years and of the past fifty -- indicates, developing the trading 
system has been work ofprofound importanc,e. It has therefore always been difficult: nations always 
have entrenched interests which benefit from the status quo, and at each point along the road, 

• 	 ' j • 

.• I 
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govemments must makte politically difficult choi,ces to serve the greater good. 

,, 
I 

It should therefore be no surprise that we at times have encountered deaqlocks. This happened at the 
creation of the trading system, in which the founding of the GATT in :1948 built upon a failure to set up 
an "International Trade Organization" in 1947. The creation of the WTq five years ago followed a failed 
attempt to launch a Round in 1982, a mid-term breakdown in 1988, a.t\d failures to conclude the Round 
in 1990 and 1993. More recent negotiations on financial services and telecommunications also broke 
down in 1996 and 1997, in all cases to be followed by 'success. ' 

! • ; 

The experience in Selittle was similar to many ofthese previous negotiating deadlocks. While broadly 
supportive of a Round, a number of major WIO members were reluct~t to commit themselves to a 
negotiating agenda covering issues that are gerlUinely difficult. ' I 

Most important, any new Round must clearly,'have as a central goal th~ rapid reform ofagricultural 
trade. This is a commitment the WTO made longago, when in 1995 it adopted a IIbuilt-in agendall 

'requiring the opening ofagricultural talks this year. This poses a special challenge to the European 
Union and Japan. However, deVeloping countries also have diverse interests and agendas, which a 
Round must take into account, and we in the:U.S. have sensitive areas as well. All ofus must be willing : 
to look hard at our agendas and consider ways to accommodate a nllIl;1ber of the concerns of'our trading , 
partners to move forward.' , 

We knew well bef()re the Ministerial, of course, that a new Round would involve difficult issues. But an 
agenda that does not take on the difficult is~ues is one of little real-world consequence. Over the long 
run, WTO members have been able to overcome their differences;: on this occasion they did not. WTO : 
members began to harderi their positions rather than coming to consensus, and the negotiations proved : 
unable to bridge the gaps. 

WTO AGENDA FOR 2000, 

Since then, we have been consulting with our trading partners and with Director-General Moore on ways 
to move ahead. As we do so, we view it as offundamental importance that the WTO acts on the issues 
immediately bef()fe it: the implementation of core agreements under the Uruguay Round, the opportunity " 
to promote development and integration for the poorer countries, the decision by China and a number of 
other countries to join the WTO and the cOmmitment made in 1995 to open negotiations on agriculture 
and services this year. ' , 

, 
I 

I. Implementation ofAgreements
', 

, , I , 
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, ; 

To begin with, a set of VITO agreements covering intellectual property, trade· related investment 
measures, customs valuation and other issues cO:n;Ie fully into force this year, when remaining transitions 
expire. It is crucial thatthis proceed smoothly. We are meeting our own commitments, of course, in 
areas such as textiles. And incase of outright re~sal to keep promises"we will not hesitate to use 
dispute settlement to enforce compliance. ' . 

, I . , , ; 

But we also recognize that these agreements are ~omplex. Some countrie~ have genuine difficulty 
implementing them despite making sincereefforls to do so. In such caSes, our preferred approach is to 
work through the problems on a practical, constIiuctive and pragmatic basis. That is the best way to 
ensure that we address the fundamental concerns countries have, and preserve the integrity of the 
baJance of rights and obligations aU of us have taken up. Likewise, we are willing to review concerns 
others may have about our own implementation ,of agreements. . 

, , 
i 

2. Least Developed Nations 

WTO members must also act with greater generosity of spirit toward th~ least developed countries. 

, ' , 
Part ofthis is greater market access for the poorest countries. We are prepared to do this unilaterally, as 
the President stressed in his State of the Vniori' Address, by securing passage this year of legislation 
further opening U.S. markets to goods from Africa and the Caribbean. This is of fundamental 
importance to growth and sustaina~le development for the people of~ese regions, and will also help 
them become better markets for our own products. ' 

Equally crucial, we must develop better mean~ to help these countries:participate fully in the trading 
system. Many of them come to the table with :less experience in trade policy and at timeS fewer resources 
to devote to it. They often rightly (eel they have difficulty in assertfng;their rights and interests in the 
WTO. A proposal we introduced last year, together with Bangladesh, 'Lesotho, Nigeria, Senegal and 
Zambia, to improve the technical assistance and capacity· building programs available from the WTO 
and other international institutions, can serve: as a starting point. ' . 

'I 
1 , 

3~ WTO Ac¢ession for China and Others 

1 

Likewise, the WTO is considering the acces~ion of 31 economies.; Ai number of these negotiations are , 
well advanced: we expect Jordan and Georgia to enter in the veryn~ar future; we have also completed 1 

. '/ j 
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our bilateral negotiations with Albania, China, Croatia, and Taiwan; arid: have had significant pro~ess 
with a number ofother countries. Each case will mean significant trade liberalization, bounded by the 
rule oflaw. . : ; 

Let me say a few speciai words about the completion ofChina's entry in~o the WTO. This is a critical 
goal for the WTO this year. The economic liberalization and opening to' the world China will make as 
part of its WTO accession have the potential to: support reform in China, create opportunities for China's 
trading partners, and ultimately help to stabilize peace in the Pacific. And simply from the perspective of 
the trading system, a ~:tatus quo in which the world's third-largest economy does not need to follow WTO 
rules is an enormous source ofdistortion and uncertainty. The China accession is thus a central task for 
the WTO, and must move ahead this year. :. . . . :' 

This will require expeditious action, first ofall by those WTO members which have yet to complete their 
own negotiations with China, and second by the entirety of the WTO's:membership on rules issues. It is 
a complex task, but one which is manageable for the WIO and should be completed soon. As part of 
this process, the United States must grant China permanent NTR or risk losing the full benefits of the 
agreement we negotiated~ including special import protections, and rights to enforce China's 
commitments through WTO dispute settlement, among other me~s. IfCongress were to refuse to grant 
permanent NTR, our Asian and European competitors will reap these benefits of the agreement we 
negotiated with Chirta, but American farmers and businesses may well be left behind. 

, , 

. i 

4. Built-In Agenda Negotiations and Work Toward New Round 

Finally, with this work proceeding, we must look to the future. Thecare elements of the negotiating 
agenda are before us, in the opening of talks ,on agriCUlture and services, as required under the "built-in , 
agenda" WTO members agreed upon in 1995. These are the sectors ih. which markets remain most 
distorted and closed, and in which the ope~g oftrade will mean perhaps most to future prospects for 
rising living standards, technological progress, and sustainable development. 

I 

I am pleased to report that WTO Members are moving forward on iliis agenda. The WTO General 
Council yesterday set dates for the initial meetings for the negotiations on services andagriculture, and: 
our expectation is that the important work for those negotiations will proceed. That will include the ; 
development of negotiating proposals this year, a matter on which we will be consulting with Members, 
the private sector: ~md other interested Americans in :the days ahea<;l. !The work has just begun, and we ' 
will soon publish a notice in the Federal Register seeking commentS from all interested parties as we 
begin the process of developing proposals for these negotiations. But our view of the initial steps is as 
follows: . : 
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. - In agriculture, the WTO Agreement on Agriculpire, with binding co~itments on market access, 
export subsidies and domestic support, provides 'the basis on which to pursue further agriCUltural reform. 
Useful preparatOry work has already been accomplished through the WTO Committee on Agriculture 
over the last three year:;, where countries have identified key issues ~d their interests. 

We are now working with other countries to ensure discussions in Ge~eva focus on substantive refo~ 
proposals. Our work la.st year enabled us to identify general negotiating pbjectives, such as eliminating 
export subsidies; redudng tariffs; expanding market access opportunities for products subject to tariff 
rate quotas, including better disciplines on the administration of those TRQ's; reducing trade-distorting 
domestic support levels; and ensuring that the operation ofagricultural state trading entities are more 
market-oriented. We also want to ensure access' for biotechnology prod~cts. 

: I 

We are now developing specific proposals to implement these objectives. While specific negotiating 
timelines have not beim established by the Uruguay Roun~, the expiration of the agricultural "peace 
clause" in 2003, and c;ontinued domestic farm reform efforts in the United States, Europe and other 
countries, should help to move the negotiations forward. ' 

. I 

I I 

- In serVices, we are developing negotiating prpposals for awide rarigeiofsectors where oui companies 
have strong commercial interests, including, energy services, enviro~ental services, audiovisual 
services, express delivery, fmancial services, telecommunications, professional services, education and 
training, private healthcare, travel and tourism, and other sectors. Our pompanies are poised to be among I 

the primary beneficiaries from stronger servi~s commitments in the WTO . 

. : 
, , I 

. ' . 

Broadly speaking, our objectives are to remo~e restrictions on services trade and ensure 
non-discriminatory treatment. We also need to ensure that-the commit;ments we obtain accurately reflect 
our companies' range ofcommercial activities. For example, the GATS definition of environmental 
services does not include recycling services, an area where U.S. conipanies are leaders. We want to fix 
this and similar deficiencies in the GATS. 

Our proposals must also reflect the many different means U.S. se~ice providers use to meet the needs of 
their foreign customers. This includes U.S. c9mpanies that establi~h 9peratjons overseas - for example, l 
as a branch or subsidiary; that deliver their services electronically - by phone, fax, or the Internet; or that 
depend on individual personnel to "export" services - for example; Americans that perform short-term : 
consultancy services in a foreign country. : " : . , 

Beyond these mandated negotiations, we have pressing needs to adcttess market access concerns in 

non-agricultural products, electronic commerce, issues related to trade and the environinent, trade 


. facilitation, and perhaps other topics as well. Thus, while there are a! number ofdifferent options for 
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proceeding with trade liberalization beyond the agricultural and services ~ectors, we working to build 
consensus for a new Round. 

To build a consensus fc)r such a Round will not be a simple task. However, the outlines can be drawn, if 
WTO members prove willing to rethink some of their positions, focus' more fully on the shared benefits 
of success, and find the balance that allows us tq move ahead. As the President has said, we will keep 
working toward conseIisus;.we are willing to be;flexible, and expect our;trading partners to do the same. 

WTOREFORM 

, 
Finally, let me turn to the criticisms the WTO has received and the que~tions of institutional reform. 

I 
. i 

. 	 I , 

The protests and internal criticisms ofthe WTO were not at the heart bfthe negotiating impasse in 

Seattle. However,. they raise issues that require,a response. Only throqgh openness and willingness to 

listen to its critics will the trading system retain the broad support of the public and its member 


• 	 I . 
governments over time. . .: 	 ;. 

,
I' 

. This does not mean that all criticisms are valid. Indeed, part of the reswnse must be a rejection of 
unsubstantiated and rnore radical criticisms. 'fP.e core vision of the trading system is right: opening 

. , . I 	 . 

markets in the past dc~ades has sparked groW'$, reduced poverty and Istrengthened peace. The creation of I 
the WTO here in the United States has brought this still further: by cut#ng tariffs, it has been the I 
equivalent ofa $750 billion global tax cut, whose benefit goes largely to less prosperous families which 
devote more of their income to food and bask necessities. It has helped America's farmers, working 
people and businesses find new markets overseas. And as our import growth has shown, it has helped to 
raise living standard~;, dampened inflationary pressures and brOlidened:consumer choice, while creating 
new opportunities for our trading partners. Most recently, during the Asian fmancial crisis the respect , , 

WTO members showed for open market commitments helped to prev~nt a cycle of protection and 

retaliation similar to that of the Depression area, ensuring affected countries the access to markets they 

needed for recovery, and minimizing damage:to farmers and manufacturing exporters worldwide. 


I 

I 	 ...• 

.	To begin reversing the work we have done would be irresponsible and damaging in the extreme. 
Workers in poorer countries would lose jobs as industrial markets closed; living standards of the poor in • 
America and other industrialized countries would fall as the price of food, clothing, shoes and other 
essential goods rose. Hopes of rising labor arid environmental standards would be deferred, as countries 
which suffer from grinding povertY have little time or resources for dean air enforcement and factory 
inspection. And a crucial support for peace would weaken, as the stake nations now have in one 
another's prosperity and stability beyond their borderl) diminished. 

, I 
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But the WTO must also be willing to listen to and act upon legitimate criticisms and incorporate new 
ideas. Most'immediately, it must addfess concer:ns about transparency wp.ich are valid'and can be easily 
remedied. This is especially important in dispute settlement, where the current practice is to close 
arguments to the public. Historically, the practice dates from an earlier era, in which dispute settlement 
largely meant mediation and negotiation. But t04ay, dispute settlemeritis a more adjudicative process. In 
such a process, what once was privacy becomes a harmful secrecy that reduces public confidence in 
decisions. ':. 

, , 
I, ! 

If this remains unchanged, public confidence in the system will erode. As a first step, at our US-EU 
Summit in December, we proposed that we and the EU, as the largest users ofWTO dispute settlement, . 
immediately agree to open the argUtnents in our transatlantic disputes. 'J!'hus far, to our regret, the EU has 
refused. But it is quite clear that this' issue threa.tens to erode public cQnfidence in the WTO and its work, 
and must be addressed sooner rather than later.' . 

'1 
I 

Likewise, the WTO's internal processes can be: improved and updated. Since 1986, when the Uruguay 
Round opened, the WTO has grown by over 50%, from 90 to 135 m~inbers, with more to follow this 
year. It is not only larger but more diverse, ranging from the world's most developed to its poorest 
countries, and coverilig each point ofthe spectnim in between. Each ofthese members has differen~, 
priorities and interests, adding to the complexitY of negotiations. Over tiine we should develop a more 
effective means of ensuring both participation and efficient consenslls~building. Director-General Moore 
has begun consultations with WTOmembers toward this end. Howeyer, as we address the issue, we 
must be careful not t() alter the principle of co~sensus for decision-m~ng in the WTO. And we must 
also ensure that such procedural discussions do not distract us from taiCing immediate actionon core 
policy issues. . . : ' 

,I 

There are also clear areas inwhich:the WTO ~an do more to help environmental protection. These 
include elimination ofenvironmentally abusive subsidies, such as fishery subsidies which contribute to 
over-fishing; elimination of barrieis to trade 4t environmental goods and services; and the disciplining of , 
agricultural subsidie:~, including the elimination ofagricultural export subsidies .. 

'J , I 
, 

, , , 

And we believe the WTO can contribute to the advance of internationally recognized core labor 
standards. Its current refusal to discuss the links between trade and la1?or cannot be justified. It can also 
cooperate more actively with the Ihternationa,1 Labor Organization ~np number of issues. 

, i 

. I 
We should also, however, draw lessonS for tlie future from our experience in Seattle in these areas. 
While our environmental proposals won a substantial amount of support, we received at times intense 
criticism for pressing to open a di~cussion of'trade and labor. If we ar~ to move forward, I believe we 
must address more c::ffectiveiy the reasons many developing countries' are suspicious of these 
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I . : 

discussions. Few want to specialize in low-wage industries~ almost all wpuld prefer highly skilled, 
healthy and prosperous work-forces. But most also fear discrimination against their products that would 
block development and perpetuate poverty. Clearly, our proposals in this area have no such intention and 
would have no such effect. But ifthetrading sy~tem is to playa role in achieving the shared goal of 
improving labor standards -- as it should -- we must fmd ways to allay these concerns. 

I 

USTRBUDGET 

Finally, Mr. Chairman, inthe context of our ability to meet the totality ofthese challenges; let me mise 
one final issue. . :. 

Yesterday, the president transmitted his budget Ito the Congress. In it, he is recommending funding for 
USTR at $28.3 millioi1 and 190 staff. This represents an increase of$2.8 million and 12 full-time 
positions. Iri addition, the President's initiative on enforcement includes: additional resources for our 
agency. Thus, this budget, like the previous tw9 the President has submjtted, calls for funding increases, 
to match the escalating workload our agency h~ at home and worldwidp. . ­

As you know, USTR is certainly one of the leabestand I believe most'c'ost-effective agencies in the' 
Federal government. When we began, we were.an agency designed to coordinate policy, drawing on the 
resources of other agenCies. Today, we have tremendous statutory obligations, together with complicated 
and demanding intemctions with nearly 200 foreign trade partners and- avery wide spectrum of 
Americans. As the Appropriations Committee begins considering this budget request, I ask yow: support 
as our authorizers for the addition of these 12 new positions to our team. To fulfill our mission most 
effectively, we need a.dditional support not only at the WTO, but with respect to agriculture, Africa, 
China, Japan and sev(~ral other areas. I hope you will support this request. 

, 
CPNCLUSION 

, . 
I , 
, 

In conclusion, then, the WTO faces a number ofchallenges in the c6ming year, from proceeding on the 
built-in agenda for agriculture and services, to~implemeilting prior agreements, bringing in new 
members, improving the ability of the least developed countries to participate, reforming its institutions, 
and working toward a new Round. To meet these challenges is a respopsibility that all WTO members 

-share. None of these are easy or simple; but others have shouldered equally difficult tasks in the past. 
, , 

And the record of th(! past fifty years should give us a great deal ofconfidence. Taken as a whole, the 
multilateral trading system has promoted the rule oflaw, created new opportunities for worldwide 

- ! 
, , 

12 of 13 8/30.'00 3:38 PM 

http://~.ustr.gov/speech-testlbarshefskylbarshefskL


http://w..yw.ustr.gov/speech-testlbarshefskylbarshefsky..:.t33.html 

economic growth, and created opportunities for Americans. This amply justifies the decision Congress 
took five years ago to support creation of the W:rO as a successor to the~ GAIT. And it should remind us 
how significant will be the rewards of success as we take up the challenges of the new century. 

! " ! 

i. 

" , 
. , 

I 

" I ,, I 

, I 
I 
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China's WTO Accession and American Agriculture 

Ambassador ~harlene Barshefsky 
, 

U.S. Trade Representative ' ' : 

Old Executive Office Building 

Washington, DC 
j : 

February 10, 2000 

. .. ' 

Good morning. Thank you, Secretary Daley; thank you Mary Beth. Let me also thank and give special 
recognition to Congressmen Stenholm and Combest not only for appearing today, but for the guidance 
and advice they hav~: given us throughout our WTO negotiations with China. The quality of its 

, ' 

agricultUral commitrnents is in large part a tribute to the support Members of Congress have given us, 
and to the pressure Members have puton China over the past years: 

; 1 , , 

Most of all, of course, thanks to each ofyou here today~ for coming' here today and for your cornhlitment 
to the success of China's accession to the WTO. I am going to take jUst a few minutes to give you a 
status report on the WTO negotiations: the place of our bilateral agreement in the broader process of 
China's WTO accession; the work which remains for China in its negotiations with other leading WTO 
members; and the importance ofpermanent NTR to American fanners and ranchers. 

WTO ACCESSION IN CONTEXT 

, ' 

Let me begin, by putting the technical issubs in some broader conte~t. 

, In one sense, our support for China's WTQ accession is an element of our broader strategy for peace and 
security in the Pacific. In this s~nse, it represents our commitment 'to a stable and long-term relationship, 
with Asia's largest country and fastest-growing economy: one in which we assert our values and interests 

i ' 
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when we differ, but als() find and act on areas of mutual interest and bene.fit. 
: . . , . , . 

In another sense, it represents our support for reform and liberalization ~thin China. With WTO 
accession, China adopts specific, enforceable coinmitments thaftogether :represent open markets, 
economic freedom, and the rule of law. These ar~ elements ofan open society, which were smashed in 
the years after the comrnunist revolution and which post-Mao reforms have only partially rebuilt. And 
that is why many Hong I,<.ong and Chinese activists for democracy and human rights see the WTO 
accession as the most hnportant reform measure' in the past twenty years. 

. , 

. i 


i 

I 

But while it has these very profoundimplicatioris, the WTO accession is: bottom a trade agreement. It . 
will open China's market -- 1.2 billion people, ~d the world's third-largest economy -- in a way we have 
not seen since the 1920s. It will thus help Americans find ne~ opportunities for jobs, growth, and fair' 
trade; and no-one more so than American farmers and ranchers. : 

, I 

. I 

. . , . 

WTO ACCESSION AND. AMERICAN AGRI~~LTURE 

1 

Secretary Glickman will offer a broad look at the implications of this accession for American 
agriculture. Let me the:refore simply give it general description of the bjlateral agreement we concluded 
last November. 

Overall, it represents a comprehensive set of trade commitments. It covers agriCUlture, manufacturing, 
and services industrie~; such astelecommunicaqons, finance, the pro~es~ions and others. It includes a 
product-specific safeguard in the event of import surges, an agreement tp continue USing "non-market 
economy" dumping methodologies for fifteen years; and much more. In'every case, the commitments are 
specific and enforceable; will be implemented rapidly; and hold China to the same standard we expect of 
all new WTO members. 

. : I 

With respect to agricttlture in particular, we will open China's market for all commodities of significant 
export interest to us, ~md address a range of broader policy issues ofcoricern to American producers. To 
review the results bridly: ' . " 

, 
. I 

. - China will make significant cuts in tariffs, anp complete them by Jan~ary 2004. In the commodities of 
top concern to the United States - everything from beef and pork to citrus, processed foods, wiQe and 
dairy:. tariffs will fall from an average of31%.to 14%. . 

. I 
I 

. , 
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- China will set up a tariff-rate quota system for bulk commodities like ~heat, com, cotton, barley, and, 
rice. To give you just one .example, China import~d 2 million tons ofwhe~t last year, and will set up 'a 
TRQ of7.3 million tons immediately on entering: the WTO. This will ulthnately rise to over 9.6 million 
tons. The agreement gives a share of the TRQ to private traders, and has specific rules for TRQ 
operations and transparency. ; 1 

, - China will guarantee the right to iIi1p~rtand dis~bute products without going through a state-trading 
enterprise or middle-man. Thus we can sell high-quality beef directly to hotels on the coast, or wheat to 
Chinese mills. 

, . 

- And China has agreed to eliminate .SPS barriers that are not based on scientific evidence and no export 
subsidies on agricultural products. We took, as some ofyou know, a very significant step forward in this 
area last month, when a Chinese team began its visit to California, Arizona, Texas and Florida to begin 
implementing the agreement which abolishes unscientific restrictions for citrus. 

Thus our bilateral agreement addresses the full web of trade barriers in the, China market: barriers at the 
border, unfair restrictioml on marketing within China, and unscientific inspection standards. As it goes 
into effect, a fifth of the world popUlation - now l¥gely blocked from buying our agricultural goods­
will become a new market for farmers, ranchers and food companies allover the United States. 

, I ' 

WORK~MAINING 

But the work is not yet done. And in my remaining time I would like to outline for you the tasks which 
remain before us. ., 

• I, • . 

First, China must complete bilateral market access agreements, like the one we reached in November, 
with a number of other WTO members. In addition to the United States, China has reached agreement 
with Japan, Canadll, Australia, Brazil and some smaller countries. It must do the same with the European 
Union, India, Switzerland, Argentina, Chile, and a number ofother WTOmembers. 

: I 

Obviously we cannot offer a precise date for the completion of this work. Others are doing the 
negotiating and will do so at their own pace. The EU has made some progress, but still has some 
negotiations ahead. The others have far fewer issues to resolve with China, and may be able to act 
rdatively rapidly. I 

I '. I 

,I , ! 
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Second, together with these bilateral agreements, China must complete a :fI1ultilateral negotiation at the 
WTO to draft a "Protocol" and a "Working Party:Report." These negotiations principally cover the 
commitments China makes regarding WTO rule~ including on subsidies" technical standards, a 
mechanism to review implementation, and other issues. We will 'work tq push this ahead as rapidly as 
possible when China concludes its bilateral market access agreements. However, ofcourse, it is a 
multilateral process which involves all interested;WTO members and we cannot dictate the pace of 
progress. 

'j , 

Once these parts of the package are complete, the'iWorking Party forwardS it to the WTO General 
Council for final action. China must then complete the steps required under its law to become a WTO 
Member. 

PERMANENT NTR ' 

, I 

Third, While no changes to U.S. law or import policies need to be made for China to become a WTO 
Member, we risk losing the full benefits of the agreement we negotiated' if:we do not grant China 
permanent Normal Trade Relations. ", I 

't. t 

If Congress were to refuse to grant permanent NTR - that is, to make the current tariffs on Chinese 
'products permanent - our Asian, Latin and European competitors will reap these benefits but American 
far:riJ.ers, ranchers and other businesses may well be left behind. And it is, UIiacceptablefor American 
producers to face a situation in which competitors from dozens ofother countries - from Argentina and 
Canada to Europe and Australia - have a built-in advantagJ in the world's'l¥gest nation. The short-term 
cost to farm incomes would be substantial, and the ,implications for long-term sales relationships still 
more profound. . . ' , 

... 

CONCLUSION 

} 

China's WTO accession is, therefore, a critical issue of incomes and livelihoods for America's farm 
families. That is reason enough to support it. But in;a' larger. sense, it is also a test ofstatesmanship for 
our country. ,,' , , 

, ' 

We have areas of profound political and moral disagreement with the chiD.de government. These cannot 
be evaded, and the WTO accessionwill not solve th~m all. Yet it will help us to address some of them. 
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, ~ I 

-As it opens markets and opportunities for Americans, WTO accession will also offer China's people 
gr~ater freedom and opportunity in daily life. . , . ; . 

- It will help China to strengthen the nile of law, which is the basis ofdecent government and lasting 
reform.. ,. : 

" I 

- And i~. our relationship ~ith the world's largest country, it will set a pattern by which we, as we assert 
our own interests and values when we differ with !China; also act upon mutual interests and shared 
benefits. " ' 

, , 

And that in turn will give our people, and the world, a strengthened hope, not only for prosperity but for 
peace . 

. Thank you very much. Let me now retUrn the platform to Secretary Daley.: 
I 

. .' 

" ' , 
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, . 
, ' , 

Signature Ceremony for US-Nigeria Trade and Investment Framework Agreement 

Ambassador Charlene Barshefsky , 

U.S. Trade Representative 

The Indian Treaty Room 
I 

I 

Old Executive Office Building: 

Washington, D.C. 

February 16,2000 

Good afternoon, friends and honored guests. 
I . 

. I am very proud and pleased to be here with Vice President Abubakar and our many distinguished 
guests, as we sign this landmark Trade and Investment Framework Agreement. 

Nigeria is our second largest African trade partner. Over the past decaqe, though, we have seen little 
growth in bilateral trade. This is a cause for some regret; but it is also' a sign that we have untapped 
potential. And today, we have the best opportunity in many years to . take advantage of that fact. 

President Obasanjo tmd Vice President Abubakar have set-in motion a remarkable and courage()us' 
program ofdemocratization, economic reform ,and opening to the world. Our Admiriistration supports 
and applauds this work. And the Trade and Investment Framework we sign today is both a sign of our 
confidence in the reform initiative; and a practical, mutually beneficial means ofhelping it succeed. 

. . ! , 

With the stronger trade and investment relationship this agreement :helps to create, we can give new 
opportunities to Nigeria's farmers, artisans aq,d industries in the Am~rican market. 
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We can do the same for America's businesses and working people as Nigeria rebuilds its inG 
infrastructure. ' . I I 

, ' , 

And we can identify shared interests and goals at the WTO, building upop. the proposal we have (. 
made together to reform the WTO's technical as~istance and capacity-building programs for the leaSt 
developed countries. One milestone in the near future will be our sponsoring, together with USAID of a 
WTO Workshop for Nigerian officials.' . ' 

I. 

The Trade and Investment Framework Agreeme,ht will help us in all th~se areas. It will create the legal 
and institutional foundation for a permanenttraqe policy dialogue sp3Jiningthe range of issues before U$ 

today. Areas of shared interest and cooperation at the WTO. Agricultufal and industrial standards. The 
development ofelectrcnic commerce and Internet capability. Intellectual property rights, which is 

I . . . 

especially important to both our countries as world leaders in music, film and literature. Customs 
procedures and trade filcilitation, investment pr<?motion, and much m~re as well. 

, I 

I 

And as we address these practical and concrete issues, we will also take a step ofgreat symbolic 
consequence for Africa and for the world. . 

. 'i' 

As Africa's largest nation and most richly endo~ed economy, Nigeriafs success is crucial to the success 
of Africa as a whole. Our recognition ofthis, and our commitment to' the success of the reform effort, is 
absolutely clear in the State Department's designation ofNigeria as a'priority country for our diplomacy 
this year. 

I : 

I, 

And it is clear in this agreement as well. A strong partnership between our two countries is absolutely 
fundamental to our hopes not only for bilateral relations, but for a broader and closer relationship with 
all of Africa in this new century. This is already clear in the strong support and momentum the Vice 

, President and President Obasanjo have given to the African Growth and Opportunity Act. 

, ' '" .; 

Our agreement today will help us deepen that partnership. And thus it will help us advance together 
, towards the future ofpeace, prosperity and development which all ofu~ hope to see; and which the 
,voters ofNigeria arid the United States have asked oUr AdministratioJ1~ to help create. 

, 'l 

. 
, I 

Mr. Vice President, honored guests" I thank you all for coming to this ceremony today. And I look 
, I I' ,

forward to a relatioD..'>hip that grows and deepens every year. . 
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The U.S. Trad~ Agenda in 2000 :.' 
.. ' 

Ambassador Charlene Barshefsky 
: . 

U.S. Trade Representative 
• I 

: . , 

Louisiana Econom~c Development Group; 
: I .• 

Washington, DC 

February 11,2000 
I •. 

.. " • 

Thank you all very much, 

I am very grateful to Senator Landrieu for inviting me to speak with you today. Over the past.four years, 
she has earned a reputation as one ofCongress' most thoughtful and independent leaders, on issues 
ranging from early childhood development to fiscal policy. This has included the trade agenda, from 
deVelopment ofpolicy in areas like the ,Caribbean Basin Initiative, to pr<:>moting Louisiana interests in 
rice exports to Japan and many other areas. I feel honored that she has asked me to meet with you this 
afternoon, and I look fonvard to your ideas and advice. i . 

Let me also recognize Senator Breaux, one of the Senate's lpng-time leaders and experts on trade policy. 
His advice, guidance and friendship over the year~ has been invaluable to me and to American trade 
policy, as well as in health care, Social Security and many other fields; not to mention Louisiana's rice 

.. 1 ' 

farmers; sugar industry ~nd manufacturing. 

Louisiana is also very lucky to have one of the House's most hard-working and effective delegations. I 
have the pleasure of working closely with Congressmen Bill Jefferson and Jim McCrery, who serve on 
the Ways and Means Committee. Louisiana also has two of the most setuor members of the House in 
Billy Tauzin and Richard Baker, who hold impo$nt subCommittee chairmanships with great influence 

. over America's high-tech industries in the case ofCongressman Tauzin; 'and in Congressman Baker's 
case the financial sector. And all ofyou know how important agriculture. i~ to Louisiana; and inJohn 
Cooksey and Chris John, you have two great advocates for Louisiana's farmers and exporters. And let 

. , 
; , 
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me also recognize Louisiana's newest Representative, Johnny Isakson. 

USTR INTRODUCTION 
, , 

, , 
, , 

I want to begin with a brief introduction of my job apdthe agency I head, and then turn to some of the 
major issues we will be addressing this year. . 

As U.S. Trade Representative, I lead one of the smallest agencies in governnient. We have 178 full-time 
employees and a budget of $26 million; which is in fact not much more than the Defense Department 
spends on stationery every year. With thi,s we address $2 trillion in U.S. trade with the world; we 
monitor and enforce hundreds of agreements; and with help and advice from' Senator Landrieu, Senator. 
Breaux and others in Congress, we develop the American agenda for the future. ' 

"! ; 

Our work rests on a philosophical belief in open and fair competition, together with strong standards to 
ensure protection for our consumers, workers and environment. At home we, are committed to an open 
market which increases competition and choice; overseas, we create opportunity for American . 
businesses, working people and farmers as we remove trade barriers, cut (oreign subsidies and fight . 
unfair trade practices. " 

Under President Clinton, these principles have helped us negotiate nearly 30'0 separate trade agreements, 
including five of truly historic importance: the North American Free TradeAgreement, which cemented 
our strategic relationship with our neighbors Canad~ and Mexico; the Uruguay Round, which created the 
World Trade Organization; and three mu'ltilateral agreements on Information Technology, Basic 
Telecommunications and l;'inancial Services.' , 

In part because ofthis, our country's exports grew to nearly a trillion dollars in goods and services last 
year, 55% more than in 1992. Louisiana, with its highly competitive farmers and growing high-tech 
economy, has seen exportS: rise by nearly $1 billion since 1992. Together with the elimination of the 
federal deficit beginning iIi 1993 and strengthened federal commitment to education, the opening world, 
,market has helped our c~untry develop a record of: ' , 

. : ' 

-- Growth: Our economy has grown from $7.0 trillion to $9.2 trillion in real terms, during the longest 
expansion in American history. To put this in context, only two nations in the world other than the 
United States have an ecoilOmy larger than $2 trillion. ' 
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• 	 -Jobs: We have crea.ted over 20 million new jobs, with nearly 300,000 more Louisiana men and 
women on the job, and Louisiana unemployffient falling from 8.2% to 5.5%. . 

. i' 

- Rising Living Standards: Hourly wage~ for nonsupervisory workers are up by 6.8% and poverty rates 
have fallen to the lowest levels in 30 years.' , ': 

CHINA WT0 ACCESSION ' , : 

Where do we go from here? Let me give you a look' at two of our top prio~ties. 

First, we have an exceptionally important initiative in our bilateral agreement with China on membership 
in the World Trade Organization. We will be asking for help and support 'from each member of the 
Louisiana delegation on it. The agreement has broa<;l implications for reform and liberalization, within 
China. And it is a key eleItlent in America's security interest in a stable and mutually beneficial 
relationship with the world's largest nation. But it is at bottom a trade agreement, and let me give you 
some of the highlights for Louisiana. . ' 

- China's industrial tariffs will fall from an average of25% in 1997 to an av~rage of 9.4% by 2005. For 
Louisiana's high-tech community, tariffs 'on computers and computer equipment will fall from an 
average of 13% to zero by 2005. And China will cu~ chemical tariffs by more than half, from a current 
average rate of 14.74% to 6.9%. I 

, ,.' 

- In agriculture, tariffs on U.S. priority products will drop from an average of31% to 14% in January 
2004. China will also expand access for bulk agricultural products. Itwill' create a tariff-rate quota of 
743,000 metric tons ofcotton, nearly four times tQe1998 import total of200,000 tons; and raise it to 894 
thousand tons by 2004. Fot rice, China imported 250,000 tons in 1998; it will create a TRQ t~n times 
bigger - 2.66 million metril: tons - after jqining the "o/TO. And it will dou~le'this to 5.32 million by 
2004. 	 . . 

: ,; 	 , 

- Likewise in services, the agreement will open the market for distribution, insurance,. express delivery, 
telecommunications, banking, law, accounting, engipeering, construction,. environmental services, and 
other industries. ,'. , 
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- We also address the special and unusual characteristics of the Chinese economy with measures to 
address state trading; a ban on forced technology transfer; the elimination of investment policies 
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. intended to draw jobs and technology to China, suctt as local content, offsets 'and export performance 
. requirements. We strengthen protections for Americans against import surges from China, and we ensure 
that we retain strong measures to fight abusive export practices like dumping remain in . 

Let me give you a case study of how it all fits togeth~r for one particular Louisiana industry. Last year, 
China was an important market for American crayfish farms: the Chinese bought 107,000 kilos, more 
than all but three other countries. But that is a pretty small figure next to the 1.6 million kilos we 
imported from China. And our WTO accession agreement gives us an opportunity to even the field a bit. 

. - First, we strengthen the guarantees American producers have that China Will play fair. We create a 
special safeguard which crilyfish producers (like auto factories, steel mills, arid any other industry) can 
use in the event of an import' surge from China. And we guarantee our right to.use special procedures to 
fight dumping. . 

- Then, we open China's market. We begin by cutting China's tariff on frozen and fresh crayfish from 
30% to 16%, and bar China from imposing any new quotas. Then we get China to agree, for the first 
time in fifty years, that Chinese hotels and restaurants can import crayfish and other foods directly from 
the United States. And we ensure that China's border inspections will rest on scientific judgments rather 
thali attempts to exclude our products. \ 

So in essence, one part of the WTO agreement is a comprehensive trade agreement on trade in crayfish . 
.We go on from it to similar agreements in every major industry, from rice. and cotton to chemicals, cars, 
computers and all the rest. And these are essentially:one-way deals: China changes its policies across the 
board, while we change no market access policies, amend none of our fair trade or export control laws. 

But we do have one obligation. The United States must grant China permanent NTR or risk losing the 
full benefits of the agreemcmt we negotiated, including. special import protections, and rights to enforce 
China's commitments through WTO dispute settlement. This is, in terms of our policy toward China, no . 
real change. NTR is simply the tariff status we have: given China every year for Vte past twenty years, 
and which every other country but for avery few such as North Korea, Mghanistan and Serbia already 
have. But the legislative grant of permanent NTR iscritical. AU WTO members, including ourselves, 0 

pledge to give one another permanent NTR. If Congress were to refuse to I grant permanent NTR, our 
Asian, Latin and European competitors will reap these benefits but American farmers and businesses 
may well be left behind. 

CARIBBEAN BASIN INITIATIVE 
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, 

Second, and central to this meeting, we are building :the framework of a more open and free western 
hemisphere. 

Ultimately, our most important relationships are always those with our neighbors. This is true in daily 
life; and it is true in trade. The North American Free Trade Agreement has helped Louisiana to double 
its exports to Mexico and Canada over the past six years. And as the western hemisphere opens up more 

. fully, Louisianastands to gain millions of dollars and thousands ofjobs. ' 

So as we work to open overseas markets like China's, we are also working with our closest neighbors to 
our mutual benefit. This tie:s in very closely with events like the IADB me~tiilg later this year in 
Louisiana, which help create the personal ties and specific projects that build long-term relationships. 
And our most immediate priority here is the enhancement of~e Caribbean'Basin Initiative, through 
passag~ ofa law helping to strengthen our trade relationships with Central America and the Caribbean 
islands. 

This initiative capitalizes on one of the past decade's most remarkable and positive developments, in the 
, emergence of Central America from endemic poverty and civil wars to a new era ofgrowth and hope. 

This has had, among other things, a remarkable set Ofconcrete economic benefits for Americans: 
'although they are small cOlmtries, the CBI countries.taken together are a larger export market for 
Louisiana than any country but Japan. I , :; I 

The Caribbean Basin Initiative or "CBI", 'over the years, has helped to lay the foundation for this 
progress. By opening markets for their products, it h;:ts helped to spur investment and growth, giving the 
people of the region a new and broader set ofeconomic opportunities. And ,our planned enhancement of 
CBI, including measures the Louisiana delegation has supported to ensure that regional textile exporters 
to the U.S. use American yarn, will help these countries maintain their competitiveness and development 
as a much broader project begins. " , 

I • 

F'fAA 

) 

: ' 

That is the creation of a Frc!e Trade Area of the Americas. ." 

This is an extraordinarily ambitious and complex initiative, bringing together all of the 34 democratic 
nations ofthe Western Hemisphere!. In the largest se,nse, it is an effort to capitalize on a unique 
hemispheric convergence ofvalues and ideas - democratic governance, free and open markets, shared 

J' 
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destiny. In more concrete economic terms, it is a project ofgrowth and rising living standards for the 

entire Western Hemisphen::. By 2005, it will create a single trade zone which includes nearly a billion 

people; and which deepens a trading community that already takes nearly ltalf of all America's goods 

exports, and nearly $2 billion worth of Louisiana's goods and farm products.


" , , 
, 

Over the course of the next year, we will be working out a draft text for ru{ agreement; and that in itself 
is a remarkable achievement. Geography, especially ifyou live at the mouth of the Mississippi, makes 

" hemispheric free trade a very logical idea. The final agreement will place LOuisiana at the center of one 
of the world's largest and 010st rapidly developing trade zones in the world; creating opportunities for the 
state's farmers, businesses,"port workers and high-tech firms. . 

I' 

And therefore others have thought about it before. In fact, we were discussing the hemispheric free trade 
concept as far back as the 1830s, when New Orleans had been American for less than thirty years and 
South America independent for just over a decade. ~ut different pOlitical systems, economic ideas and 
misperceptions on both sides always kept the idea from moving beyond rhetoric. This is the first time in 
that long stretch ofhistory when we have been able to sit doWn to the work itself. , 

1 I , ! 

We have a great deal of work ahead; and to ensure that the momentum does not flag, as we begin the 
policy negotiations w~ are also agreeing upon a series of practical business facilitation measures. 

- Last year, we already agreed to immediately implement eight separate customs reforms, from ensuring 
, that visa and customs requirements are posted on the Web to streamlined customs procedures for express" 

shipments and commercial samples. 

I . 

- This year, we hope to go further, toward such measures as adopting OECDprivacy principles, 

electronic signatures, eliminating redundant testing and certification requirements, and ensuring 

duty-free cyber-space. " 


CONCLUSION 
1 ,I 

i ,,1 

Such measures will have immediate and concrete benefits for businesses, and for men and women on the 
job, in Louisiana and every other American trading community. And together with the negotiations 
underway that open markets, promote the rule of law, and develop shared prosperity throughout the 
hemisphere, they also refleCt a broader vision that America has advanced for many years. 
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, ! I 

. That is the combination of high ideals, enlightened ~elf-interest and patient, detailed work that moves 
our country, our neighbors and the world'towards a future of rising living 'standards, sustainable growth 
and strengthening peace. , , 

This is not an easy vision to achieve; and in fact, nothing importantis ever easy. But with support and 
guidance from Congress, and advice from all of you, personally and directly involved in the development 
of hemispheric trade, we ate coming closer every day, . 

Thank you very much, and now let me take your questions. 
. '! ' I' 
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China's WTO Accession: American Interests, Values and Strategy _ 

Testimony of Ambassador Charlene Barshefsky 
, ' 

U.S. Trade Representative 

House Cornnpttee on-Ways and Means 

Washington, D.C._ 

I ; 

February 16, 2000 : I 

Mr. Chairman, Congressman Rangel, Members ofthe Committee, thank you for this opportuIiity to 
testify on one of the most important American trade policy goals in many years. 

CHINA'S ONE-WAY TRADE CONCESSIONS AND BROADER STRA TE~HC GOALS 

I. 

Last November, after years of negotiation, we reached a bilateral ~greement with China on WTO 
accession. It secun:s broad-ranging, comprehensive, one-way trade concessions on China's part, granting 
the United States substantially greater market access across the spectrum of industrial goods, services 
and agriculture. This agreement strengthens: our guarantees of fair trade. And it gives us far greater 
ability to enforce Chinese trade commitments. By contrast, we agree only to maintain the market access 
policies we already apply to China, and have for over tWenty years; by making China's current Normal 
Trade Relations status permanent. 

China's WTO accl~ssion is a clear economic win for the United States. Together with permanent NTR, it 
will open the world's largest nation to our goods, farm products and services in a way we have not seen 
in the modern era. Without permanent NTR, our competitors in Asia, Latin America, Canada and Europe 
will reap these benefits but American farmers and businesses may well be left behind. That is the 
fundamental choice before us as we debat~ permanent NTR. I -, ­
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, . 

But China's WTO accf!ssion also has deeper implications. Our relationship with China, given China's 
size and economic weight, affects all of America's foreign policy and: s'ecurity goals in Asia: from broad . 
strategic interests to regional issues in Korea, S9utheast Asia and elsewhere; human rights and religious 
freedom; weapons proliferation; environmentaHssues; labor rights; crime and narcotics trafficking; and 
many others. We hilVe serious differences with China in a number of'these issues, and have found areas 
of cornmon ground as well. And we :have a fundamental responsibility to develop a stable, mutually . 
beneficial relationship in which we act upon are~ of shared benefit ~d mutual interest. WTO accession 
will allow us to do; so" as it complements and supports long-standing American goals in China policy: 

-'By helping to open :md liberalize China's economy, WTO accession will create new economic 
freedoms for Chinese citizens and promote the rule of law in many fields now dominated by state power 
and control. A nwhber of leading Chinese and,Hong Kong advocates of democracy thus endorse WTO 
membership not only for its economic value~ but as a foundation for broader future reforms. , , 

- By integrating C:hina more firmly into the Pacific and world economies, WTO accession will give 
China a greater stake in regional stability and prosperity. It will thus, 'together with our military presence 
in the Asia-Pacifi~ aJId our regional alliances, be a factor in favor of~ong-tenn regional peace. 

(,: . 

AMERICA AND THE TRADING SYSTEM 

Let me begin my:detailed review by putting the WTO accession in its ,histonc context. 
, . , , 

The World Trad~ Organization. China now s~eks to join has its roots in the General Agreement on Trade 
and Tariffs, or GAtT. Its creation in 1948 reflected the personal experience of President Truman and his 
European counterpclrts in Depression and War~ They had seen the Smoot-Hawley Act in America and 
similar protectio~st policies overseas deepen the Depression and contribute to the political upheavals of 
the 1930s. Fifteenyears later, they believed that by reopening world markets they could promote growth 
and raise living ~truidards; and that, in tandem with a strong and corifident security policy, as open 
markets gave nations greater stakes in stability and prosperity beyond their borders, a fragile peace 

I . I' I, •

would strengthe,n. . , ' . 

, 
, , 

The work they began has now continued for over fifty years, and the faith they placed in open markets 
and the rule of law has been aburidantly. vindicated. Through eight Rounds of negotiations, and as 112. 
new members joined the 23 founders of the GATT, we abandoned the closed markets of the Depression 
era and helped lo foster a fifty-year economic boom. America, as the world's largest exporter, benefits 
perhaps most of all: the efficiency of our industries and the high living standards of our families reflect 
both the gains ~e receive from open markets abroad, and the benefits ofour own open-market policies at 
home.' . ,I 

20fl8 8/30/003:38 PM 

http://www.ustr.gov/speech-testlbarshefskylbarshefskLt34.html


http·:l/www.ustr.gov/speech-testibarshefskylbarshefskLt34.html 

, , 

But the developm~nt of the trading system hashad equally important effects worldwide. As it has' 

developed over the past fifty years, the world economy has grown six-fold; per capita income nearly 

tripled; and hundreds of millions offamilies escaped from poverty. And perhaps the best testimony to 

this success is that many of the new applicants to join the WTO are nations which are abandoning the 

postwar experimept in communist central planning. . 


, 

CHINA'S ROAD: FROM REVOLUTION TO REFORM , . 

.' 

And that brings me to China. 

With the CommUnist revolution, China setout upon a very different'road than the one President Truman 
and his colleagues had charted. After 1949, it shut doors it had onc~opened to the world. Among its new 
leaders' first steps were to expel foreign businesses from China and bar direct economic contact between 
Chinese citizens :and the outside world. Inside China were similar policies: destruction ofprivate internal 
trading networks linking Chinese ~ities and villages, abolition ofprivate property and land ownership, 
and of course suppression of the right to object to these policies. 

I 

In essence, one cannot separate postwar C~a's deepening isolation from the outside world from its 
steadily increasing internal repression and diminishing space for individual life and freedom .. Likewise, 
China's econom~c isolation had severe consequences for regional peace and stability: Asia's largest 
nation had little ,Istake in prosperity and stability -- in fact, saw advantage in warfare and revolution -­
beyond its borders. Every Pacific nation felt,the consequences not only in economics and trade but in 
peace and s~cwity. ' . 

. China's domestic reforms since 1978 have helped to undo this isolation, integrating China into the 
Pacific regional ecpnomy as they opened opportunities for Chinese at home. The results have been 
profoundly pos~tive: as China's people regained the right to fami their own land, open businesses and 
choose their own places of employment, they have found new opportunities both to raise their living 
standards and determine their own futures. At the same time, China has moved gradually from a , 
revolutionary r6le in the region to a willinmtess to playa positive and stabilizing role on issues as 
various as the maintenance of peace on the ,korean peninsula and the Asian [mancial crisis. 

A bipartisan Aine:ncan trade policy over the past thirty years has contributed to these positive trends. 
Broadly speaking, our goals have been to support Chinese domestic economic reform, integrate China 
into the Pacific regional economy, through a variety of means including commercially meaningful 

! . . 
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. agreements that open opportunities for Americas. This has extended from the lifting of the trade 
embargo in 1972, to our Bilateral Commercial 'Agreement in 1980, tiade agreements in the 1980s; and to 
a series of more re~en.t agreements induding: ' 

- Intellectual Property - In the early J 990's, China's failure to protect :intellectual property rights was one 
of the most problematic aspects in our trading relationship. Piracy of films, software, CDs, and other 
intellectual property works cost our industry hundreds of millions ofdollars and led to trade 
confrontations with China, including invocation of sanctions on two occasions. The United States 
ultimately negotiated agreements in: 1992 and 1995, and then won further commitments in 1996 that led 
China to pass world-class copyright, patent and trademark laws; clo~e the vast majority of pirate 
production faciliti¢s; cease the export ofpirated products and signific,antly improve enforcement - the 
principal focus of:the agreements. , . . 

- Textiles - Like~se, textile transshipment and market access barri~r~ have historically been a problem 
in our textile trade relationship with China. While problems remain; two separate agreements, in 1994 
and 1997, combined with sustained enforcement efforts by the U.S. Customs Service and the 
Administration, as well as imposition oftripl~ charge penalties, have helped 'to mitigate these problems. 
The 1997 agreement, in fact, committed China for the first time to significantly reduce its textile import 

.. ... I .

restrIctions. ,II ' 

I:' 

- Agriculture - Mbst recently, our Agreement on Agricultural Cooperation in April of 1999 lifted 
long-standirigb~s on exports of American citrus, meats and Pacific Northwest wheat, imposed due to 
unscientific sanitary and phytosanitary measures. As in the cases of intellectual property and textiles, we 
are holding frequent consultations:with the Chinese authorities charged with implementing the 
agreement. ' 

Taken as a whole, this work has helped to open the Chinese economy; created a series of new 
opportunities for: Americans; and given the Chinese public a much broader array ofcontacts with the 
outside world than at any time since the late 1940s. But the work is only partly done. China's trade 

, barriers remain \{ery high; a number ofpolici~s dating from the 19~Osare still unchanged; and China's 
integration with the world economy remains insecure. Likewise, China's neighbors remain blocked from 
an economy whith ,·-like Japan's!.- could be'an engine ofgrowth. One index ofthls is our substantial 
trade deficit wi~ Chirui.. Another is that since we extended Normal Trade Relations (formerly MFN 
status) to China in 1980, our exports to China have grown by only ,$10 billion, a figure significantly less 
than our total growth to most other major trading partners in Euro1?e, North America and East Asia. 

I I I', 

, ' 

WTO accession!thus represents a potentially profound and historic shift, building upon but going much 
further than China's domestic reforms to date. As it joins the WTO,' China will do much more than 
reduce trade barriel's at the border. For the first time since the 1940s,it will: 

, " . '~ 

, I 
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- Permit foreigne~~ and Chinese businesses to import and freely into: China; 
I 

I' 

- Reduce, and in spme cases remove entirely, state control over internal distribution of goods and the 
provision of servi~es; , 

,1 . .' 

- Enable foreign businesses to participate in information industries such as telecommunications 
including the Inteinet; and' I, : ' • 

I 

~ Subject its deci&ions in all areas covered by the WTO to enforcement, including through formal dispute 

settlement when~ecessary. ' ' . , , 


! ! 

.r, 
These commitments are a remarkable victory for economic reformers in China. China's domestic reforms 
have moved awa~ from a number ofpolicies from the era of the Cultural Revolution and Great Leap 
Forward. Its WTO accession will go further, helping to reform policies dating to the earliest years of the 
communist era: absolute government control over economic conta~t with foreigners, nationalization of 

, major industries, land destruction of private local commerce within China. 

Altogether, this will give China's people more access to information, and weaken the ability of hardliners 
in government td is()late China's public from 'outside influences and ideas. More deeply, it reflects a 
judgment -- alth6ughone still not universally shared withinChina or its leadership -- that prosperity, 
security and international respect will not come from the static nationalism, state power and state control 
over the economy China adopted after the war. Rather, China is more likely to gain these from the 
greater integration With the world, rising economic freedom at home, and ultimately development of the 
rule oflaw inherent in the initiative President Truman began in 1948 with the founding of the GATT. 

The WTO acceskion, therefore, has potential, beyond economics and trade: as a means to advance the 
rule oflaw in Clllna, and a precedent for willingness to accept international standards of behavior in 
other fields. That is why many Hong Kong and Chinese activists for democracy and human rights ­
Martin Lee, the leader ofHong Kong's Democratic Party; Ren Wand~ng, a dissident who has spent years 
of his life in prison - see WTO accession as China's most important step toward reform in twenty years. 
And it is why our support for WTO accession rests on a broader long-term commitment to human rights 
and freedoms, as well as new opportunities and strengthened guarantees of fairness for Americans. 

WTO ACCESSION AND AMERICAN TRADE INTERESTS 

Sofl8 8/30/003:38, PM 

http://www.ustr.gov/speech-testibarshefskylbarshefsky_t34.html


http://www.ustr.gov/speech-testlbarshefskylbarshefskyt34.html
1-. 

I ' I· 

i " 

It also, of course, represents the achievement of specific American economic interests. While China's 
principal concern is the potential ofWTO accession to create jobs and foster sustainable growth through . 
economic reform, vtre have sought commercially meaningful and enfdrceable commitments that help . 
Americans on the f~ and on the job export tOI China, by addressing :tlle many layers of trade barriers 
and policies which ~lirnit access. 

I .. 

I 1· , 

The bilateral WT01 agreement builds upon and fonsolidates reforms obtained in all our previous 
negotiations, and r~flects our experience with the enforcement ofthos~ agreements. Clearly, to win its 
full benefits we must be vigilant in monitoring and enforcing compliance. And the bilateral agreement 
gives us all the tools necessary to do so. Thus, in all respects, this bilate~al agreement meets the high . 
standards President Clinton set years ago. . ' . . 

I j. 

1. Overview 

I . 

, 
First, our bilateralagteement is comprehensive. It will reduce Chinese'trade barriers across the range of 
goods, services and agricultural products; eliminate or sharply reduce:restrictions on freedom to import 
and distribute goo~s within China; ~ddress industrial policies intende9 to draw jobs and technology to 
China; and strengtpen our guarantees of fair trade practices. All these reflect the ideas, advice and 
guidance we have :received over years of nego~iations from Members of the Committee and Congress as 
a whole. 

, 
. ' 

Second, it is fullyienforceable. China's commitments in all areas are specific and include timetables and 
final dates for full! implementation. These commitments are enforceable through our trade laws, WTO 
dispute settlement and other special mechanisms including periodic In'ultilateral review ofChina's 
implementation abdcompliance. These will, of course, require vigilance and constant commitment to 
enforcement by the United States as well as by China's other trading partners in the WTO. We are 
committed to vigerous monitoring and enforcement, and are already preparing for this through a number 
ofdifferent means: for example, the President's budget this year requests a tripling of the Commerce 
Department's budget for China trade enforce~ent, and an additional full-time China officer at USTR. 

And third, its res~lts will be rapid. On accession to the WTO, China will begin opening its market from 
day one in virtually every sector. The phase-i~ of further concessioilswill be limited to five years in 
almost all cases, bd. ill many cases one to three years. : . 

Let me now offe~ some of the details in each major sector. 
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: . 

: 2. Industry. 

,! ' 

: ! 

In industrial gooqs, China will cut tariffs from an average of 24.6%' in 1997 to 9.4% by 2005 and bind 

them at these new, lower levels. It will eliminate quotas and other riumerical restrictions. And it will 

allow American f;'imls to import and distribute their products freely, in China. This is essential, as 

American companies, farmers and workers need the ability to import, export fland distribute goods in 


. I. , 

China to compete effectively -- rights currently denied _but which will be permitted under the agreement, 
allowing our bus~nesses to export to China from here at home, and .to have their own distribution 
networks in Chi~a, rather than being forced t9 set up factories there to sell products through Chinese 
partners. Some highlights include: ' , I '. . , . 

, ! t ' 

Trading Rights -I China will grant American companies, over a three-year phase-in period, rights to 
import and export most products Without Chinese middlemen. Currently, the right to engage in trade 
(importing and exporting) is strictly limited; only companies that r~ceive specific authorization or who 
import goods to be used in production have such rights. This limits not only the ability of U.S. 
companies to do!business in China, but in particular has limited U.S. exports. 

I 

: " 

Distribution - As in the case of trading rights, the right to distribute .products is critical to our ability to 
. export successfil-lly to China. After accession, China will allow A.Ip.erican firms to market, wholesale, 
retail, repair an4 transport their products -- whether produced in China or imported. At present, China 
generally prohih:its companies from distributing imported products or providing related distribution 
services such as repair and maintenance services. China will permIt enterPrises to engage in the full 
range of distribution services over a three-year phase-in period for. tlImost all products. 

, : ! , 
1 ' 

Tariffs - China will make substantial. tariff cuts on accession with further cuts phased in, two thirds of 

which will be completed in three years and 8lmost all of which will be completed within five years. On 

U.S. priority industrial 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 low levels. Some specific 

I " . ' 

examples include: ' . . 

it' ' 

Information Technology Agreement - China will participate in the Information Technology Agreement 
, 1 • 1 . 

(ITA), eliminat~ng all tariffs on such information technology products as semiconductors, ' 
telecommunica~ions equipment, computer and computer equipment and other items by 2003 in most 
cases and 2005: in a few others. ' 

, I' 
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Autos - China will redilce tariffs on autos from rates of 80%-1 00% today to 25% in 2006, and on auto 
parts to an average ef 10% from an average ofoyer 23% . 

. Wood and Paper Products - China will reduce high tariffs on wood and paper to levels generally between 
5% and 7.5%. As npted below, China will also implement any sectoral APEC Accelerated Tariff 
Liberalization initiative adopted by the WTO in this sector. ' 

I 	 , 

I 

Chemicals - China :will commit to the vast bulkofchemical harmonizations, reducing tariffs from 
present rates between 10%-35% to an average rate of6~9%. These reductions include reductions on all 
priority U.S. chemical exports. 

Furniture - China Jill reduce its current average tariff rate of 22% to :0% on all furniture items covered 
by the Uruguay RoUnd sectoral initiative, by 2005. 

Accelerated Tariff:Liberalization -- China has agreed to implement the Accelerated Tariff Liberalization 
. 	initiative of APEC! now under consideration in the WTO, when consensus is achieved. This would 

eliminate tariffs oq. forest products, environmental goods and service:s, energy and energy equipment, 
fish, to),s, gems and jewelry, medical equipment and scientific instruments, and also includes chemical 
harmonization.: ' ; . 

; '; , 

Non-Tariff BarrieFs - China will eliminate all quotas and other quantitative measures upon accession for 
top U.S. priorities}ncluding certain fertilizers and fiber-optic cable by 2002, and by 2005 in all cases. 

~. Agriculture 

In agriculture, China will make sub~tantial reductions in tariffs both on accession to the WTO and over 
time. It will adopt tariff-rate quotas, that provide significant market ~ccess fer bulk commodities of 
special importance to American farmers. It will agree to apply science-based sanitary and phytosanitary 
standards includittg in grains, meats and fruits. And it will eliminate export subsidies. Notable 
achievements here indude: 

Tariffs - China's ~gricultural tariffs will fall.from 31% to 14% for our priority items. All cuts occur ~ver 
a maximum of foUr years, and will be bound at the applied levels. ~o cite a few examples: 

'. 
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': I i

Current Level Under the Agreement 


Beef 45% 12% 
I 

' 


, Citrus 40% 12% 


Apples 30% 10% 


Cheese 50% 12% ' 


Wine 65%20% 


Beer 70% 0% 


TRQs - China wi!Uliberalize its purchase of bulk agricultural cOIll1llodities like wheat, com, rice, cotton 
and so on, through tariff-rate quotas - that is, very low tariffs (1 % for bulk commodities) on a set volume 
of commodities. We include in this portion of the agreement provisions to maximize the likelihood that 
these TRQs are filled. In particular, a portion of each TRQ is reserved for importation through private 
traders, and TRQs which have not been filled will be redistributed to other end-users with an interest in 
importing on a first-come, first-served basis. Some salient ~xamples,include: 

, I' 

1998 Total Imports Initial TRQ 2004 TRQ Private Share 
i 

Cotton 200,000 mt 743,000 mt 894,000 mt 67% ! : . , 

Wheat 2,000,00ID mt 7,300,000 mt 9,636,000 mt 10% 

Com 250,000 mt 4,500,000 mt 7,200,000 mt 25%, grows to 40% ' , 

, 
Rice total 250,000 mt 2,660,000 mt 5,320,000 mt ---­

short/med grain: 1,330,000 mt 2,660,000 mt 50% 


long grain 1,330,000 mt 2,660,000 mtlO% 

J: 
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,
i j: " 

Export Subsidies - China will eliminate agricultural export subsidies. This is an important achievement 
in its own right, and a step toward our goal of totally eliminating expert subsidies worldwide. 

Domestic Support +China has corn.rtPtted to cap and reduce trade-distorting domestic subsidies. China 
also committed to provide greater transparency to make its domestic support measures more predictable. 

1 ' 

Sanitary & Phytosanitary Standards - China will agree to apply sanitary and phytosanitary standards 
based on science. Among other things, this will give us additional means of enforcing the Agreement on· 
Agricultural Coop~ration and its commitment to lift longstanding bans on American meats, citrus fruit ' 
and Pacific NorthJ..est wheat. : 'I, J • ' 

I ' 
I 

'4. Services 
I : 

In services, China: will open markets across the spectrum ofdistribution servict;s, fmancial services, 
telecommunications, professional, business and computer services, ' motion pictures, environmental 
servjces, and other industries. ' , 

Grandfathering - 9hina will protec~ the, exist~g'activities and market: access of all service providers 
operating in China at the time of accession. 

" ' 

: I I , 


Distribution - As noted above, China now generally prohibits firms from distributing products other than 
,those they m3ke iP China, or from controlling'their own distribution networks. Under the Agreement 
China has agreed,to liberalize wholesaling and retailing services for most products, ip.cluding imported 
goods, throughout China within three years. This will remove all restrictions on wholesaling, retailing, 
maintenance and repair, marketing, customer 'service and transportation, along with restrictions on . 
auxiliary service~ including trucking and air ~xpress delivery, air coUrier, rental and leasing, storage and 
warehousing, advertising and others. This is of immense importance in its own right and as a step that 
will enable our exporters to do buSiness mQre' easily in China. . . 
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Insurance- Currently only two U.S. insurers are operating in China's market. With WTO accession, 
China agrees to award licenses solely on the basis of prudential criteria, with no economic-needs test or 
quantitative limits on the number oflicenses issued; progressively eliminate geographic limitations ' 
within three years,; and permit internal branchit;tg consistent with the ,elimination of these restrictions; 
over five years expand the scope of activities for foreign insurers to include group, health and pension 
lines of insurance., For non-life insurance, branch and joint-ventures 'at 51 percent equity share are 

, 'I 

permitted on acce$sion, and wholly-owned subsidiary permitted within two years from date of accession. 
For life insurance,joint ventures are permitted: with the partner of choice at 50 percent equity share upon 
accession. 

Banking - Curren~ly foreign banks are not permitted to do local currency business with Chinese clients, 
and only a few can engage in local currency business with their foreign clients. China also imposes 
severe geographic restrictions on the establishment of foreign banks. With this agreement, China 
commits to full market access in five years for u.s. banks. China will allow internal branching and 

, provide national treatment for all newly permitted activities. It will also allow auto financing on,' 
accession, and all9w local currency business with Chinese enterprises starting two years after accession, 
and allow local cUrrency business with Chinese individuals from five years after accession. Both 
geographic and customer restrictions will be removed in five years. ; , 

Securities - China will permit minority foreign owned joint ventures to engage in fund management on 
the same terms as' Chinesefmns. Minority joiht ventures will be allowed to underwrite domestic equity 
issues and underwrite and trade other securities (debt and equity). As the scope of business expands for 
Chinese firms, foreign joint venture securities companies will enjoy the same expansion in scope of , 
business. China.has also agreed to hold regular consultations with the U.S. Treasury Department under 
the auspices of Oij.f Joint Economic Commission with China. The p~se of this is to exchange 
information and assist the development of China's financial and capital market. 

. , , , 

i 

Telecommunications - China now prohibits foreign investment in telecommunications. With WTO 
accession, it will Join the Basic Telecommunications Agreement, implementing regulatory principles 
including interconnection rights and regulatory rules. It will end geographic restrictions for paging and' 
value-added services within two years, mobile and cellular within five years, and domestic wire line and 
closed user groups in six. It will also end its ban on foreign direct investment in telecommunications 
services, allowing 49% foreign investment in' all services and 50% foreign ownership for value added 
and paging services in two years. 

Audiovisual- Cqina does not now allow fore~gn participation in distribution of sound recordings. Under 
the agreement, China will allow 49% foreign equity for the distribution ofvideo and sound recordings, 
majorityowners~ip in three years for construction and ownership and operation ofcinemas. China has 
also agreed to al~ow the importation of 20 fil~s per year on a revenue-sharing basis. 
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Other - Also'coverJd is a broad range of other services - architecture,iengineering, accounting, legal, 
travel and tourism, icomputer and business services, environmental services, franchising, express 
delivery and many Plore. In each, China has maGe specific, enforceable commitments that open markets 
and offer competiti:ve American industries important new opportunities.' 

, ; 

5. Protocol Issues 

, . 

I I 

Finally, our bilaterhl agreement deals, appropriately, with the special!and unusual characteristics of the 
Chinese economy. IThese include th~ high degree of state participation in the Chinese economy; a series 
of industrial policy measures intended to draw jobs and technology from the U.S. and other trading' 
partners to China, such as local content, offset and export performance requirements as well as forced 
technology transfer; and special measures to address import surges fi;'6m China and unfair export 
practices like dumping. '. . I , 

Altogether, no agr~enlent on WTO accession has ever contained stronger measures to strengthen 
guarantees of fair trade and to address practices that distort trade and investment. China's major 
commitments in this regard include: ~ . 

I 

Import Surge Protection - China agrees to a tWelve-year product-specific safeguard provision, which 
ensures that the V.S. can take effective action.in case of Increased imports from China which cause 
market disruptioniin the United States. This applies to all industries, permits us to act based on the 
lowest showing of injUry, and act specifically ~gainst imports from ~hina. 

i : 

Non-Market Economy Dumping Methodology - China's WTO entrY will guarantee our right to continue 
using our current :"non-market economy" methodology in anti-dumping cases for fifteen years after 
China's accession to the WTO. , 

I ., 

Subsidies - Like~ise:, when we apply o~ countervailing duty law t6 China, we will be able to take the 
special characteri'stics of China's economy intp account. Specifically, where government benefits are 

- provided. to an industry sector and state-owned enterprises are the predominant recipients or receive a 
disproportionate share of those benefits, the United States could take action under our unfair trade laws. 
The agreement al:so establishes that the U.S. can determine. whether government benefits, such as equity 
infusions or soft loans, have been provided to an industry using market-based criteria rather than Chinese 
government benchmarks. ' 

Investment Reforms. - China Will reform a large number' of policies, intended to draw jobs and technology 
, " :' 

I . 
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away from China's :trading partners. It will, for example, implement the WTO's Agreement on 
Trade-Related Inv~stment Measures agreement 'on accession; eliminate mandated offsets, local content 
and export perforrrtanc;e requirements and refuse to enforce contracts ,containing these requirements; and 
not condition inve~tment licenses on performance requirements ofany kind. All of this will make it 
significantly easier: for Americans to export to <:hina from home, rather than seeing companies forced to 
set up in China in 9rd(~r to sell products there. ; 

Technology Transfer·· China will abolish requirements for technology'transfer for U.S. companies to 
export or invest in :China. This will better prote,ct our competitiveness 'and the results of U.S. research 

I ' • 

and development. i '!. 
I 

, , 

State-Owned and State-Invested Companies - Ghina commits that state trading companies and 
state-invested entefprises will make purchases and sales solely on cohimercial terms, specify that 
purchases by thesel companies are not government procurements and'thus are not subject to any special 
or different rulesthat could undercut the basic commitment, and provide U.S. firms the opportunity to 
compete for sales and purchases on non-discriminatory terms and conditions. 

! .' I I 

!. 

Textiles - Under otrr agreement, quotas will remain in effect for Chinese textiles as for those ofother , 
WTO members until 2005. From then until January of2009, we will have a special safeguard enabling, 
us to address mar~et-disrupting import surges from China in the tex~le, sector. This is in addition to the 
broader product -specific safeguard noted abov~. ' 

I • 

CASE sruPY: THE AUTO INDUSTRY 

To illustrate more'clearly the cumulative effect of these commitments, let me offer a case study of the 
present situation apd the changes WTO accessIon will make for the automobile industry. 

I ' 

I 

At present, a combination of trade barriers and indUstrial policies adopted to draw auto investment to 
,China makes it virtlliilly impossible to export cars to, China. Typically, we export about 600 cars a year 
, to China, many of. them used; last year, the figtrre was likely below 400. This is far less than a single 
average U.S. autol dealership sells in a year, and fewer than the 688 motorized golf-carts we sold to 
China from January to November 1999. Our bilateral agreement addresses the policies which have 
limited our export capability as follows: 

\ 

- We reduce barri~rs at the border: cutting tariffs from 80-100% today to 250/; in 2006; forbidding 
discriminatory value··added taxes; and raising ,the current virtually prohibitive quota to $6 billion worth 

I ' 
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of autos and then eliminating it entirely within five years. 

I ' ' 

- We commit Chin~ to open its distribution markets and grant trading nghts, ensuring that firms and 

dealerships in China can import autos directly from the United StateS,and that Americans can move 

their products freely within China to 'the areas of greatest demand. 


I • 
. I 

, - We open up services essential to auto sales: China will let auto firms provide financing, set up 
dealerships, advertise their products, provide repair and maintenance~ and import parts. 

. ' . 
- We abolish certain industrial policies intended to draw auto jobs, investment and technology to China: 
China will abandon requirements that require firms to set up factories in China in order to sell in China, 
and abolish local ~urchase requirements and forced technology transfer.' , 

I '. • , 

- We strengthen our guarantees that 'auto produptiqn and jobs in the United States will be secure. On the 
'import side, we intlude in the agreement a "product-specific safeguard" available to all industries for 12 
years -- in this casy, a guarantee that if auto imports from China should rise so as to cause market 
disruption, we can impose emergency limits; and a guarantee we will be able to employ special 
"non-market economy" methods of calculating and counteracting dumping for fifteen years. 

, I· . i ' 
I ' 

- And we have enforcement mechanisms for all of these separate and overlapping commitments. This 

includes our own ~erican trade laws and the:WTO's dispute settletPent mechanism. 


Thus, we in essence have a comprehensive agreement on automobile trade; and we match it, although 
I , "'. 

,specific features differ, in every industry of significant concern to the U.S. economy. 
I .. i' • 

I 

\ 
ENFORCEMENT .; I 

Of course, ,tradecorrunitments require full implementation and enfo~cement to be meaningful in practice. 
Our previous successes in improving intellectUal property rights and enforcing textile commitments 
demonstrate how 6rueial constant oversight, monitoring, and strict enforcement are in the case of China, 
and our trading partners in general. And with China's WTO membership, we will gain a number of 
advantages in enforcement we do not now enjoy. I 
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First is the WTO dispute mechanism itself. In no previous agreemen'thas China agreed to subject its 

decisions to impru;tial review, judgment and ultimately imposition ofsanctions ifnecessary. 


, 
I' , 

Second, of course, is our continued right to use the full range of American trade laws, including Section 
301, Special 301~ and our countervailing duty and anti-dumping laws. 

i' 

Third, we gain substantial new leverage by creating the product-speCific safeguard, as well as 
guaranteeing our Ijght to use non-market economy antidumping methodologies. These features ofthe 
accession will sigrufic;antly strengthen our ability to ensure fair trading practices. , 

Fourth, and very significant, we strengthen oui enforcement capabilities through the multilateral nature 
of the WTO. The accession, to begin with, will create a multilateral review mechanism to monitor all of 
China's implementation closely. And as these commitments come into effect, China will be subject to 
enforcement by al( 135 WTO members, significantly diminishing C¥na's ability to play its trading 
partners off against one another. In all previous disputes over Chinese compliance with agreements, 
notably those over: intellectual property, the United States had to act alone. With China in the WTO, we 
will be able to woik with 134 other members, many ofwhom will be concerned about the same issues 
we raise and all oflwhom will have the legal right to enforce China's commitments. ' 

, , 

Fifth, the specificity ofChina's commitments in this bilateral agreement will help us ensure that China 
complies. Experience shows that agreements with China are enforced most satisfactorily when 
obligations are concrete, specific, and open to monitoring. Our bilateral agreement therefore includes 
highly specific commitments in all areas, clear time-tables for implementation, and firm end-dates for 
full compliance. These allow us carefully to monitor China's compliance and present clear evidence of 
failure to comply. : " 

, ! 

Finally, however, enfi)fcement as in any agreement depends on U.S. commitment. We are already 
I 

preparing for the monitoring and enforcement effort this will require'through President Clinton's request 
for new enforceme:nt and compliance resources at the USTR, the Commerce Department, USDA and 
otherbr~ches ofgovernment with enforcement responsibilities. The President is requesting resources 
for the largest mo~itoring and 'enforcement effort for any agreement ever, covering China's obligations in 

.. . the WTO and also ;import administration issues such as dumping and countervailing duties. 

NEXT STEPS 

15 of 18 8/30/003:38 PM 

http://www.ustr.gov/speech-testlbarshefskylbarshefsky_t34.html


I 
, i 

i" 

'. http://~.ustr.gov/speech-testlbarshefskylbarshefsky_t34.html 

As comprehensive ~s this bilateral agreement is, China's work to join the WTO is not yet done. 

, . 
, . 

First, it must reach bilateral market access agreements with other WTd members. While it has finished 
such agreements with approximately 15 WTO members including Japan, Brazil, Canada and other major 
tradIng partners, it must still complete talks with the EU, India, Mexico and others. China must also 
complete a multilateral negotiation at the WTO, principally covering co~itments on a range of WTO 
rules. Each of these. steps is proceeding, and upon completion, should strengthen the already very strong 
accession agreement we negotiated. 

., . 

PERMANENT NORMAL TRADE RELATIONS 

By contrast to this 90Ii1prehensive set of enforceable one~way concessions on China's part, the U.S. 
commitment is me~ly to continue our present p,olicies. Thus, the U.S.: .; 

.' ,I : /.
I 'j I 

I 

I 

I
I 

. 

I ' 

~ Makes no change~ in our current market access policies. 

~ Preserves our right to withdraw market access-for China in the event ofa national security emergency. 

~ Requires no changes in our laws controlling the export of sensi#ve technology. 

~ Amends none of our fair trade laws. 

But we do have one obligation: we must grant China pennanent NTR or risk losing the full benefits of 
the agreement we Q,egotiated, including broad market access, special import protections, and rights to 
enforce China's coinmitments through WTO dispute settlement. ' 

This is, in tenns of. our policy toward China, no real change. NTR is simply the tariff status we' have 
given China since nor'malization of diplomatic relations in 1979; which,Congress has reviewed every 
year since, and found to be in our fundatp.ental national interest. ThuS pennanent NTR represents little 
real change in pra~ticf~. But the legislative gran~ ofpennanent NTR i~critical. All WTO members, 
including ourselve~, pledge to give one another: pennanent NTR to el[1joythe benefits available in one 
another's markets. If Congress were to refuse to grant pennanent N'fR" our Asian, Latin, Canadian and 
European competi~ors will reap these benefits ~ut American farmersiand businesses may well be left 
behind. 

.WTO ACCESSION AND AMERICAN STRA TE'GIC INTERESTS 
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From the perspective of trade policy, then, this choice is absolutely clear. China offers a set ofone.,way, 
enforceabl~ trade portcessions. In r~tuni, we ru;e asked only to confirm the normal trade status we already 
grant to China; an;d if we do not, w~ run a substantial risk of permanently disadvantaging hundreds of 
American industries and their American workers. . . I . , . 

From the perspect,ive of reform and liberalization in China, the c.hoice is equally clear. As it implements 
these commitments, China will become a country which is more open to the world, whose people enjoy 
more choices in d~ly life and more contacts v.jth the 'outside world, ,and whose government in a number 
of important field~ is more. respoIlsive to the ~le of law than it is tod~y. . 

But we must also look to a still deeper issue. China is the world's largest country, and over the past 
decade the world'~ fastest-growing major economy. The future course of our relationship wilt have great 

bearing on Ameridan security and strategy in the 21 st century, and iIi this regard WTO accession offers 
us a great deal. ' 

I . 

I ,I I, 

Our relationship with China today is free neither of deep-seated policy disagreements nor moments of 
tension. These arelperhaps natural: we are gre~t Pacific powers, and our governments reflect vastly 
different political ~ystems and values. Such a r~lationship, however, poses profound questions for future 
peace and stability across much of the earth. 

, ' 
I', 

We should not, of course, imagine that a trade agreement will curealtour disagreements. Rather, as the 
President has said,! when we disagree with China we must act with candor and a firm assertion ofour 
interests and values. But as we do so, we must also recognize how important a stable and peaceful 
relationship with Ghina is -- for the world, the ~hinese, and ourselves. And thus we have a fundamental 
responsibility to find and act upon areas of shared interest and benefit. 

I ' . 

\ : 

We saw this responsibility clearly, and acted upon it, in the Asian financial crisis two years ago. We see 
it in the maintenance ofpeace on the Korean peninsula; the search for stability in the Taiwan Strait; the 
environmental problems of the Asia-Pacific. And we have seen it in trade for over a quarter century. 

American trade ini~iatives in Chin~ stretch fr~m the end of the trade embargo in 1972 through our 
Commercial Agreement; the renewal ofNTR for the past 20 years; more specific trade agreements in the 
1980s; our support:fOI' China's participation in APEC; and the market access, textile and intellectual 
property rights agreenlents ofthe 1990s. Each step had a foundation iIi concrete American interests; but 
each also helped td promote reform and the rule of law within China; integrate China in the Pacific 
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economy, and strengthen China's stake in prosperity and stability throughout Asia. 
, , ­

,, , 

As such, together with our network of alliances and military comrilitmehts, trade policy has helped to 
strengthen guarantees ofpeace and security for ,us and for the world. And China's WTO accession will 
be the most signifibant step in this process for many years.' i', ; , 

, ' 

CONCLUSION 

, , 

; , 

That is the fundarJental meaning of this WTO accession. 

i ; j 

It will create a ne~ and fundamentally reformed trade relationship w~$ the world's fastest~growing 
major economy, wpich offers practical, concrete benefits to cities and ,rural areas throughout America: 
stronger guarantee~ of fairness for oUr workingipeople, farmers and businesses; new export opportunities 
t,hat mean jobs and, growth'for Americans. 

: • i 

, .'. 
It will promote deepet and swifter reform within China, strengthening the rule of law , and offering new, 
opportUnities and hope for a better life to hundreds ofmillions ofChiJ)ese. 

" j I 

! j • 

,And it will offer die prospect of a relationship ~ththe world's large~t nation which 

, i 
I ' 

I : 
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China's WTO Accession and Idaho A~iculture 
. . . 

Ambassador Charlene Barshefsky : 

US. Trad~ Representative 

Idaho Agricultural Conference 

Boi'se, Idaho 

February 24, 2000 

I • 

Good afternoon, and let me thank Senator Crapo for inviting me to speak with you today. The Senator 
has been a great advoc~te for Idaho's farmers and ranchers in trade policy,jn issues ranging from our 
disputes with Canada to his work on barriers to wheat sales to China and: many other topics. And I am 
honored by his invitation to speak with you today .. 

~ , 

• I 

I would also like to offcrr special greetings and thanks to Governor Kempthorne. Dirk is one of our 
nation's real leaders on :trade policy, and plays a key role in helping to develop and guide policy as a 
member ofour Intergovernmental Policy' Advisory Committee. .' :. 

USTR INTRODUCTION 

Let me begin with a bri¢f irltroduction ofmy job and. the ag~ncy I head, and'then turn to our central 
challenge for the year ahead: China's decision to join the World Trade Organization, and the 
implications of this eve~t f()r Idaho's farmers and ranchers. 

As U.S. Trade Representative, I lead one of the smallest agencies in government. We have 178 full-time 
employees and a budget bf $26 million; which is in fact not much more thap the Defense Department 
spends on stationery every year. With this we address $2 trillion in U.S. trade with the world. We . 
monitor and enforce hundreds ofagreements, on subjects. ranging from catt,e and wheat sales to Canada, 

I . , ' 


I ' . 
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to opening the Japahese market to American seQ1iconductor~ And, with help arid advice from Senator 
Crapo, Governor Kempthorne, Congressman Simpson and the Idaho Congressional delegation as a 
whole, we develop ~he American agenda for the ,future. 

Our work rests on a philosophical beliefin open 'and fair competition, together with strong standards to , 
ensure protection fo~ our consumers, workers and environment. At home we are committed to an open 
market which incre~s competition and choice;, overseas, we ~reate opportunity for American 
businesses, working people and farmers as we remove trade barriers, cl;lt foreign subsidies and fight , 
unfair trade practice~. 

, 
: ' 

, I 

Under President Clinton, these principles have helped us negotiate nearly 300 separate trade agreements, 
including five of truly historic importance: th,e North American Free Trade Agreement, which cemented 
our strategic relationship with our neighbors Canada and Mexico; the Uruguay Round, which created the 
World Trade Organization; and three multilateral agreements on Information Technology, Basic 
Telecommunications ~d Financial 'Services. ", 

. " 

In part because ofthis~ our country's exports grew to nearly a trillion doll~s in goods and services last 
year, 55% more than in 1992. Idaho, with its highly competitive farmers; natural resource industries and 
high-tech economy, ha,sJully joined in this growth, with exports rising rise by more than $320 million' 
since 1992. , : 

WTOACCESSION IN CONTEXT' 

And the'opening of Chipa's market throu~h WTO accession will allow us ',to go much further. 

In one sense, our support for China's WTO accession is an element of our ~fOader strategy for peace and 
security in the Pacific. Here, it represents our commitment to a stable and long-term relationship with the 
world'slargest country and fastest-growing major economy: one in which we assert 'our values and 
interests when we differ, but also.fmd and act on areas of mutual interest ahd benefit. 

I • 

In another sense, it represents our support for reform and liberalization within China. With WTO 
accession, China adopts ~pecific, enforceable commitinents that together represent open markets, 
economic freedom, and the rule of law. These are elements of an open soci~ty; which were smashed in 
the years after the commUnist revolution and which China's current reforms: have only partially rebuilt. 
And that is why many Hong Kong and Chinese activists for democracy and 'human rights see the WTO 
accession as the most important reform measure in th~ past twenty years. ' 

i 
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I 

But while it has these V(:ry profound iJpplications, theWTO accession is at bottom a trade agreement. It 
will open China's m~ket -- 1.2 billion people, and the world's third-largest economy -- in a way we have 
not seen since the 1970s. 

I WTO ACCESSION AND AMERICAN AGRICULTURE 

,; 
, 

China is already becoming an important market for Idaho products, with exports more than doubling 
since 1997 and substantial purchases of Idaho's processed food, paper, Ilfather and high-tech products. 
But with WTO accession, this can go much further. . 

The bilateral agreement we reached in November is our first comprehensive agreement with China. It 
covers not only agriculture, but manufacturing, and services industries such as telecommunications, ' 
finance, the professions and others. It inCludes a product-specific safeguard to help us fight off import 
surges, aguarantee that we can use strong measures to fight dumping, and much more. In every case, the 
commitments are specific and enforceable; will be implemented rapidly; and hold China to the same 
standard we expect ofall new WTOmembers. ' , " . 

The agreement's benefits will extend to all of our industries. Semiconductor firms like Micron will see 
tariffs on their products1fall from about 13% to zero by the year 2005, and Idaho sawmills will see China 
-- already the world's thjrd largest wood importer -- cut tariffs on wood arid wood products from an 
average of 10.6% to 3.8,%. China has also agreed to join any effort to eliminate tariffs on wood products 
completely, and allow b~ilders and other users to buy directly from our mills. 

But no one will benefit more than America's farmers and ranchers, and Idahds producers among them. . ' 

Our agreement opens China's market for all commodities of significant export interest to Idaho 
produce~s. It addresses aV the related policies that block our exports -- value~added taxes, sanitary and 
phytosanitary standards, export subsidies, domestic supports, state trading, 'and trade in bulk 
commodities. And it strengthens our ability to ensure fair trade by dealing With import surges, dumping 
and more. To review just: some ofthe results: ' 

I' 

Tariffs: Beginning this year, and finishing by January 2004, China will cut {aliffs on the commodities of 
top concern to the United~Statesfrom an average of31% to 14%. To give you a few specific examples: 

. I 

~ of7 8/29/0011:35 AM 

http://www.ustr.gov/speecheslbarshefskylbarshefsky_63.html


• Commonly Asked Process Questions ~n PNTR h~:lIwww.ustr.gov/speeches/barshefskylbarshefsky_63,htrnl 

· - Tariffs on frozen b~efwill fall from 45% to 12%, and tariffs on pork from 20% to 12%. 
I 

- Tariffs on potato fl9ur, meal and flakes will drop from 30% to 15%, and on frozen french fries from 
25% to 13%. ': 

· - And Idaho's specialty producers will see similar benefits, with tariffs on lettuce falling from 16% to 
10% and sweet com from 25% to 10%'. . . 

, 
Bulk commodities: China will set upa tariff-rate quota system for whea~, com, cotton, soybean oil, 
barley, wool and wooi tops, and rice that creates major new opportunities for American producers. To 
give you just one example, China imported 2 million tons of American wheat last year. It will set up a 
TRQ of 7.3 million to~s, with tariffs fixed at 1 %, immediately on entering the WTO. By 2004 this will 
rise to over 9.6 millioq tons. And the agreement includes specific provisions to giveus,every chance of 
making sure these TR<Qs are filled, for example by'reserving part of each TRQ for private traders, and 
distributing TRQs which have not been filled to other end-users well before the end of the marketing 
year.: ' , 

State trading, trading rights, and distribution: China will guarantee the rightto import and distribute . 
products without going, through a state-trading enterprise or middle-man.T oday almost no Chinese 
business, or foreign bu~iness operating in China, has these rights. Instead'they have to ask the . 
government's permissiQn or request a state trading enterprise to buy for them. After this agreement goes 
into effect, that will ch~ge - so we can sell high-quality beef, potatoes and pork directly to hotels on the 
China coast, or wheat tq Chinese mills.' ; . 

Subsidies and domestic 'sup-ports: China has committed to cap and reduce trade-distorting domestic 
subsidies, and to provid~ greater transparency to make its domestic support measures more predictable.· 
And it will eliminate export subsidies completely. . . , 

I I q 

Science-based sanitary and phytosanitary standards: China has agreed to eliminate SPS barriers that are 
· not based on scientific eyidence and no export subsi4ies on agricultural products. That includes 
eliminating unfair barriers to beef, lamb, pork and poultry, as well as to wheat from Idaho and its 
neighbors. We are taking a very significant step forward in this area next week, when a Chinese research 
team visits the United States to begin implementing the agreement whicp ends a thirty-year ban on wheat 
from the Pacific Northwest. We have also begun a discussion with the Chiriese on a protocol for 
exporting table stock and\ seed potatoes to China. . ' : ' 

Biotechnology: As we look ahead to biotechnology issues, China - a signifi<iant user of these 
: I . 
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technologies - will be 011 our side agai~st potenti(il attempts by Europe pr others to put up scientifically 

unjustifiable barriers;to our products." 


: I 1 

Thus our bilateral agreement addresses the full web of trade barriers in the China'market. It goes from 
(' 


barriers at the border,' to unfair restrictions on marketing within China, unscientific, inspection standards 

and the agricultural t~chl1ologies of the future. Asjt goes into effect, a fifth of the world population­

now largely blocked tom buying our agricultural goods - will become anew market for farmers, 

ranchers and food corppanies from Idaho and all o'ver America. 


WORK REMAINING 
, I 

, : , 

But the work is not yet done. . , 

First, China must complete bilateral market access agreements like ours With a nUmber of othe~ WTO 

members, including Europe. It must also complete a multilateral negotiation at the WTO, principatly 

covering commitment~ on rules. These steps are proceeding. . ':', 


Second, we also have ~ne obligation. No changes to U.S, law or import policies need to be made for 

China to become a W10 tv.t;ember: we change none ,of our market access policies, lower no tariffs, 

change none of our laws controlling the export of sensitive technologies, and amend none ofour fair 

trade laws. But we risk ilosing the full benefits of the agreement we negotiated if Congress does not grant 

Chinapennanent Normal Trade Relations. " . 


, i I 

This is, in terms' ofour policy toward China,· no real.change. NTR is simply the tariff status we have 
. given China in every ye~ since normalization of diplomatic relations in'1~79, and which the vast 

majority of countries already have. . ' 

, 
But the Congressional vote on permanent NTR is critical. All WTO members, including ourselves, 

pledge to give one arioth.er permanent NTR to enjoy the benefits available in each other's markets. And if 

Congress refuses to gran~ China permanent NTR, we therefore risk losing the full benefits of the 

agreement we negotiated, including comprehensive market access, special import protections, and rights 

to enforce China's coInIIiitments through WTO dispute settlement. 

, .
. , 

In practical terms, that meanis our Asian, Latin and European competitors ~ill reap these benefits of the 
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I' 

agreement we negotiated, but American farmers and ranchers -- as well as other businesses from auto . 
manufacturers, to semiconductor companies, sa~ills, aluminum companies and other businesses -­
may well be left behind. We can all imagine the consequences if American producers face a situation in 
which our competitors from dozens ofother coUntries - wheat growers in Argentina and Canada, cattle 
ranchers in Australi~, fanners in Europe already'taking advantage of ~xport subsidy programs - have a 
built-in and potentially permanent advantage in the world's largest nation. The short-term cost to fann 
incomes would be substantial, and the implicati~ns for the long term <::ven greater. 

~ , j 

CONCLUSION 

I' 

I' 

I . " .' . 

China's WTO access~on is, therefore, a critiCal issue of incomes and livelihoods for America's fann 
families. It will com<:,! at a time when rUral America has suffered more than its share of troubles -- from 
lost exports as a result ofthe finanCial' crisis, to natural disasters in several parts of the country -- and 
many fann families are wongering how they will hang on. . . " , .. 

For me that is reason:en(mgh to support it. But in a larger sense,.the Chi~a accession is also'a test of 
statesmanship for our: country.. '. " : , . 

" , 
i 

The WTO accession, together with permanent NTR, haS the pote~tial to create a new and fundamentally 
reformed trade relationship with the world's fastest-growinginajor economy, creating a remarkable set of 
new opportunities for I,Anierican fanners, ranchers and working people. . ' 

I 

. , . 
But it can also promot~ deeper and swifter reform within China, strengthening the rule of law and 
offering new opportunities and hope for a better life to himdreds of millib~s ofChinese. By speeding 
economic change, the agreementalso.has the potential to encoUrage China to evolve into a more open 
society. By advancing ~e flow of information, the pace ofprivatization, ~d the force ofcompetition, 
this agreement will ac~elerate a process that is removing government fro~ vast areas ofpeople's lives ­
enabling them to fann th~ir own lands, find their-own jobs and decide th~ir own futures - and bring the 
information revolution ;to cities and towns across China. . , ' . 

j 

• I . 

And it can offer the pro:spect of a 'relationship with the world's largest nation which may have moments 
,of tension, but through Yw'hich we also find common' ground and strengthe~ hopes for peace. 

I 

That is the prospect before us. These are the stakes as Congress considers peimanent NTR. 'And this is 
an opportunity our coun,try must not miss. 
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Tharik you very much. 

, . , 

, I 

I I 

{ . 
\ 
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, 
Bridges to Peace: A,merican Trade Policy in the Middle East 

Ambassador Charlene Barshefsky 

,
U.S. Trade Representative I ' 

I 

! ' 

1 '; : 

" ' 

Hadassah ,I ' 

i I 

; : 
St. Petersburg, Florida 

February 26,2000 

I ' 

i 

I I 
"Good evening, everyone. 

I , 

I 

,, . 

This is avery proud moment for me,asIjoin friends and family here tonight. Let me say to begin with 

how much I have always admired Hadassah. Hadassah members have been committed for nearly a 

century to the securityiand well-being of the Jewish people everywhere intheworld. The organization's 

vision of charity, goodwill and peace for·the Middle East; its faith in civic involvement; and the ' 

opportunities it has always offered to young people, make Hadassah the world's leading Jewish women's 

group today and will do so for many ye~ to come. . 


PROGRESS TOWARD PEACE , . 
I I 

; I 

I , ,' 

This work has continu~dwithout a break for nearly ninety years. It has bre.~ marked by idealism and 
, accomplishment at every point. And as Hadassah enters its second century, we are living through 
perhaps the most remai-kable period since the foundation of the State of Israel fifty-two years ago. 

In the short years during which I have served in the Administration, we have seen more progress towards 

peace ~- uncertain and marked by reversals and disappointed hopes as it often is -- than anyone might 

have imagined. As Martin Indyk, our Ambassador to Israel, says, "peace :between Israel and all her 

neighbors is in sight." 


, . 
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Since the DeclarationlofPrinciples in Washington in 1993, we have seer-Israel and Jordan create a 
strong and stable pea~e. A process of n'egotiations with the Palestinian Authority has proceeded from the 
interim agreement through the Wye Protocol, always marked by difficultY and tension, but also 
consistently moving forward. We have even seen the opening ofnegoti*ions with Syria, for so many 
decades a militarized'i rejectionist state. 

1 ' , , 

We should never overstate the positive of course, nor mistake curre~t trends for permanent peace. There 
is much work to do arid difficult decisions ahead ih Israel's negotiations :With its neighbors. And not 
much further away, otp.er nations maintains a hostility to Israel which has not lessened in the slightest. 

ADMINISTRATION PRINCIPLES 

. I' ; 

But while we should be realists, we must not be cynics. And our Administration will work as vigorously 
as it can to help transfomi today's positive trends become long-term, stable realities. 

'I 

This begins with a fundamental commitment to the security of Israel, which all American 
Administrations have ~4ared; and it includes this President's personal coinmitment - over the past seven' 
years and for every day remaining in his Administration - to work with all the parties in the peace 
process to help them facilitate peace. ' 

The work we do in tra~e policy, ofcourse, has only a modest role in this. But as time goes by, and if the ' 
commitment to peace in the region continues to grow, our contribution can become greater. And that is 
because the foundatiort of an enduring peace must be more than agreements between governments: it 
must rest just as firmlYi on shared interests, shared values when possible, and the bridges created by 
human exchange, inchidiIig cultural areas, tourism" student exchange programs and the world of trade 
and investment. 1 ' 

: ~ 

I , 

u.S. TRADE POLICY PRINCIPLES 

Let me begin with som~ thoughts on American trade policy more generally., 
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" 	 Our modem trade pol,icy rests on a commitment to open markets under the rule of law: as, most 
immediately, a meanS, of fostering growth and rising living standards, but more fundamentally as a 
support to peace. We :can date the establishment of this policy in essence to the Administration of 
Franklin Roosevelt. To quote one of his a wartime Fireside Chats, looking ahead to the task of 
reconstruction: 

"A basic essential to peac:e, 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 timeaild 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 ~iving in neighboring countries 
with whom it trades." , .; ..~ . , 

This vision in turn was put into actIon under Presid~nt Truman, with the foundation of the General 
Agreement on Tariffs ~d Trade at the beginning of 1948 .- a few months' before Truman also took the 
historic step of recogni~ing the new State ofIsrael. ,And since then, we have tried to build up a system in 

,which trading nations r,ely on law and contract rather thah on coercion in good times; and in moments of 
crisis, the world has a shield against the fears that can lead to cycles ofprotection and the . 
"beggar-thy-neighbor" policies ofthe 1930s. And as countries trade more with their neighbors, they gain 
an interest in prosperity and stability beypnd their bOrders, strengthening the chances of peace. 

I . 

! . 

When the work began, our postwar leaders faced a world fragmented and 'i~poverished by the Second 
World War; the commUnist experiment in Russia and soon China; and the older economic divisions 
among the Allies createo after World War I through'the colonial preference schemes of Britain and 
France, and then the ~erican Smoot-Hawley tariffs of the Depression era: And slowly but steadily, as 
one region after another: has committed itself to the principles of the trading system, peace and stability 
have strengthened - first in Western Europe; then So,utheast Asia; most regently Latin America and 
Central Europe.' . , , 

. , , 
, : ; 

, . 
TRADE POLICY IN THE MIDDLE EAST' 

. 	 . 

The Middle East, unfortlmately, has been one of the regions least willing t6 participate in this work. And 
thus it appears today mu~h like a smaller versio:p of the world economy of the 1930s. 

The region is deeply fragInented, most ofall because 'of the boycotts and iS9lation Israel's neighbors 
imposed on it fifty years ~go, but also because the coUntries ofthe Middle ~ast retain high trade barriers 

. which close their econorrUes to one another and to the outside. , , . . 
I 

',1 ! 
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To reduce these barriers and promote a ~eater dekree of integration, b~th within the region and with the . 
outside world, would'be to strengthen the stake that Middle Eastem go~emments would have in peace 
and regional stability.' Attd that, in essence, is what our trade policy in the Middle East aims to do, by 
promoting regional economic integration and growing trade and investment relationships among Israel . 
and its neighbors. ' ..', '. : 

; . , 

, . 
U.S.-ISRAEL FREE TRADE AGREEMENT 

The foundation of this w{)rk is 0UI' economic relationship with Israel, embodied in the U.S.,..Israel Free 
Trade Agreement of 1985. This agreement was our first FTA with any foreign country, predating Canada 
and Mexico by four years and Mexico by eight. Since it went into effect, our bilateral trade wi~ Israel 
has quintupled, rising from $3.5 billion 'in 1985 to a likely $17 billion laSt year. And both sides are 
winners. I 

Our $7 billion in exports to Israel -- everything from aircraft to pharmaceuticals, scientific equipment 
and even $100 million Iworth ofoil -- includes $120 million worth of Florida's high-tech products, 
capital equipment, tele~ommunications equipment and other products, thus supporting a likely two 
thousand Florida jobs. ' . 

Israel has done just as well- in fact, slightly better; with our imports from Israel at $8 billion in1998, and 
passing $9 billion last year. This makes us a larger market for Israel than the European Union. Israel sells 
us everything you can imagine, and some things that might surprise you. While last year's trade statistics 
are still incomplete, our imports from Israel from January to November 1999 included at least: 

- $4 billion worth of dirunonds, nearly half of all America's diamond imports; , 
.! 

- 2.5 million kilograms of hot peppers and 500,000 kilograms of parsley; 
I ' 

- $1 billion worth of electronics and more than half abillion dollars worth,of,X-ray tomography 

machines, optic fiber, lasers, microscopes and other scientific and medical equipment; 


- 2.5 million Bibles 

, ' 
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- 10 million kilogrrurls of rope and fishing line, $50 million of inorganic chemicals, and 350,000 pounds 
~~oc; , . . . . 

, I ' 

- 23 million greeting cards, 12,000 umbrellas and 128,000 sets of drums: . 
I I 

! . '\ 

., 


Each of these drumsets, x-ray machines and pounds ofzinc mean jobs; new opportunities; and long-term 
relationships and personal ties that help to cement the enduring links between our governments. With 
that, of course, comes the occasional disputes we have with any trade pa.rt:Q.er. 

, . 

We are working hard,: for example, to help Israel improve its intellectual property protection, as this will 
both protect American rights and help Israel's technological base advance more rapidly. 

I " 
We look for Israel to q,evelop a.more open agricultural market and apply its regulations fairly and evenly. 

"j iI 

And we feel the "access fees" Israel's telecommunipatiOils carrier charges are a little unreasonable, 
forcing Americans and Israelis to pay a four-cent per minute feefor all international phone call$, and a 
seven-cent fee for call~ to the United States and Canada. This is a significant burden especially for young 
people spending the slimmer in Israel, but also for people simply looking to spend a few minutes with 
friends and family. ' .i . 

t • 

But these types ofdisphtes are quite typical ofany l;l1ajor trade relations~p,And on the whole, both of us 
can be very proud of ~e work we have put in over ~e years to make it a ~uccess. . 

I ! , 

QUALIFYING INpUSTRIAL ZONES: •. 
, I 

The story of our diamo*d trade is especially interesting in several ways. Ii is' in part a result of the . 
Russian emigration to Israel of the past decade, which has led Israel to become a center for the finishing 
ofRussian gems - many-of the diamonds we importTrom Russia are mine4 in Russia, cut in Israel, and 
then sent to jewelry stoFes in the United States. I' , . 

i ' , 
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Russian emigration, of course, also brought Israel one of the most remarkable figures in modern Jewish 
history: the extraordi~ary Natan Sharansky, the former Soviet dissident.and human rights activist And it 
was my great privilege of working with him as Trade Minister in the Netanyahu government to begin a 
project that has contiI:l.Ued under Prime Minister Barak. That is, the dev~lopment ofour strong existing 
trade relationship int~ something'siill broader. I : , 

'r. 

Sharansky saw the same potential in trade integration that we have: trade and investment, as he put it, are 
both "the fruits ofpeabe j

, and the human ties that make peace agreements last. He recognized the 
potential of trade to c~meIit peace, and acted on this insight in the afterrriathofthe peace agreement with 
Jordan. The late King Hussein of Jordan had preCisely the same insight; and we were ofcourse 
enthusiastic about the 'prospect as well. " ' 

I' I! ; 

, " 

And thus, almost exactly two years ago, I joined Minister Sharansky and Minister Mulki ofJordan to 
formally inaugurate what we call a "qualifying industrial zone." This was an industrial project called the 
Irbid Park, half ofwhich is in Israel and half in Jordan, whose products receive duty-free treatment when 
they enter the United S:t3.t(~s. ' 

At that time, the Irbid Park employed about 1100people, at eight factories making clothing, watches, 
telecommunications equipment and other goods. Within a year it outgrew ~ts original boundaries to 
include more than fifty 'factories, including a textile.ractory with a direct American stake. We had 
predicted employment (night grow rapidiy to 1700 workers; but today Irbid employs more than 4,000 
people. As Minister Sh3ra:tlSky said, with the Irbidp,roject "the fruits ofpeace are evident to anybody

I ' ',' ,

with eyes to see and ears to hear." . " 

i , ' 

Since then we have expanded the Irbid zone further,'created a second called the Gateway Project a year 
ago,and then three more last year. This year we are working toward creatioh'oftwo new zones, one of 

I 

which will be in Aqaba-Eilat, on both sides of the border. And we are looking ahead, with the support of 
King Abdallah and Prime Minister Barak, to broader initiative~ that will further strengthen the Jordanian 
economy; help us develop stronger trade ties with countries committed to peace; and set an example for 
the region which shows the practical benefits ofpeace in terms of rising living standards, job creation, 
and better lives. 

, , ' 

LOOKING AHEAD 

Irbid and the Gateway Project are, in essence, examples ofwhat the Middle: East should be. Israelis and' 
Arabs are working toge1#er; prospering together; building a future together. As they do so, common 
interests are growing, international understanding deepening; and peace strengthening. And as we look 
further ahead, we may rnid new opportunities. ' 
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, 

The region's econom1c isolation, generated by the historical suspicion of many of Israel's neighbors to 
both Israel and the west, is beginning to relax. The Gulf Cooperation Cpuncil countries have abandoned 
their secondary and tertiary boycott ofIsraelaltogether. And Israel has opened commercial contacts with 
all but a very few Ar~b countries, including the establishment of trade offices with Morocco, Tunisia, 
Oman and Qatar. ' , 

A number of Ara,b countries are at the same time reforming their econorriit~s. As they do so, we are 
working with several :of them toward membership in the World Trade dtganization. Jordan is the most 
advanced of these anq. will enter very soon,' but we have also made a great deal ofprogress with Oman 
and held productive discussions with Saudi Arabi~. And we have begun a program ofbilateral 
agi:eements, including Trade and Investment Framework Agreements and Bilateral Investment Treaties, 

. with such countries ~ Egypt, Morocco, Tunisia and Bahrain., . 

, I 

Altogether, these trene;fs hold out the hope ofa far more open region; in Which Arab countries interact 
more freely and openly with one another, with Isra~l and with the outside world. And thus, one in which 
the entire region gains'new sources of hope, growth and therefore politi~a1 stability. 

Israel's role in this fut$'e would be centraL Israel's strengths in science and technology, higher education 
and management make it a natural center foreconoIilic development, integration and growth throughout 
the region. Together with resource-rich nations like Syria, Turkey and the'GulfStates, and with . 
labor-intensive countribs like Egypt, these strengths can help to create a Middle East entirely different 
from the region we see! today: a region 'prosperous, at peace, and able to 6ffer the world lessons in 
overcoming legacies of violence and frustration. ,': .I ' 

I . . 

I : 

I 

CONCLUSION 

We must not, ofcourse, be naively optimistic. The current peace negotiatic)lls are complex and difficult; 
and beyond them, the Middle East still includes some of the world's most :qelligerent and benighted 
governments. So it is all too easy to imagine a future much like the past, dominated by fundamentalists, 
demagogues and tyrants; iIl which war is a constant threat; and in which 'the hopes of ordinary people for 
freedoIl,1 from fear rem~in simply hopes. 

I 

. ! I 

, j ' \, I 

But ifyou look ahead and if - as Hadassah inembers have been for 90 years -you are a bit of an optimist, 
you' can see that ifpeace and trust are not inevitable, neither are suspicion and war. What leadership and 
vision are creating for Israel.and Jordan today, we may someday help create for the Middle East as a 

i • , ,. 
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whole. As in the small projects Natan SharansIcY and King Hussein b~g~ in 1998, this would be a future 
in which Israelis and Arabs live together; work together, and build a peaceful future together. 

That was, of course~ the hope that Herzl and Weizmann and Hadassah's founder Henrietta Szold had for 
the Middle East. It i,S adream deferred; and its realization today remains uncertain. But it was then and it 
remains now, as the. new century opens, a possible dream. 

Thank you very much. 

. ! I 

I : : 
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China's Wto Accession in American Pacific Strategy 
\ 

Ambassador Ch~lene Barshefsky 
1 'I 

U.S. Trade ~epresentat'ive 

The Asia Society 

, ! :New York, NY 

February 29, 2000 I_ ' 

Good afternoon, everyone, and thank you all for- coming. 

- i - ,_­
Let me express my special gratitude to the Asia Society and Carl Spielvogel for this Leadership Award. I 
am grateful not only for myself but because, in providing me with this recognition, America's premier _ 
association for the study ofAsian politics, culture and economic affairs also recognizes the hard work of 
our China negotiating team over many years. And I also very much appreciate the chance to offer you 
some thoughts and exchange ideas on one of the most important American trade and foreign policy goals 
- China's accession to the World Trade Organization arid permanent Normal Trade R~lations status. 

ONE-WA Y CONCESSIONS 
, I 

I 

'ill the most basic sens,e, when we consider China's WTO accession and permanent Normal Trade 
Relations, we are faci~g a clear choice. 

I 

, , 

Last November, aftei:;ye~lrs of negotiation, we reached a bilateral agreement with China on WTO 
accession. It secures 'l?road-ranging, comprehensive, pne-way trade concessions on China's part, granting 

- the United States sub~talltially greater market access acrossthe spectrurllofindustrial goods, services 
and agriculture. This agreement strengthens our gharantees of fair trade. And it gives us far greater ­
ability to enforce ChID.ese trade commitments. By contrast, we agree only to maintain the market access 
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policies we already apply to China, and have for over twenty years, by making 'China'S current Normal 
Trade Relations status pemlanent. ' , 

I: 

One might end a discus$ion of the WTO accession right there. From a purely trade policy perspective, it 
would not be wrong to do ~;o; but we must also think aboutthe wider implications. ' 

I· 

China is the world's largest country, and over the past decade the world's fastest-growing major 
economy. The future cQutse ofour relationship will,have great bearing on American security and 
strategy in the 21 st strategy. And our relationship with China today, as we' at~ know, is free neither of 
deep-seated policy disa~eements nor moments of tc;,msion. :. 

These are perhaps natural: we are great Pacific powers, and our governments reflect vastly different 
I ' , 

political systems and values. But to quote the classical Chinese poet Qu Yuan, writing in the 4th century 
B.C., such a relations~p poses profound questions for future peace and stability across a vast section of 
the earth: ' 

I 

"Eagles do not flock toge1:her like birds of lesser wing; 
I 

thus it has been since ancient times. 
" ' 

How is the round to fit with the square? 
I 

How can different ways of life be reconciled?" 

Such questions dom~ate: our China debate today. And many thus ask why 'we would proceed with a 
trade agreement -- even im entirely one-sided trade agreement -- while our differences over human 

, I 

rights, security issues; and other topics remain. It is fair -- I believe necessary -- to judge the WTO 
accession in light ofthese questions as welL And we can begin by tracing back to its origin the 
institution China no~ seeks to join. '. 

AMERICA AND THE TRADING SYSTEM 

Today's World Trade Organization has its roots iil the General Agreement on Trade and Tariffs, or 
GAIT. And its ,creation in 1948 reflected the lessons President Truman and his Allied counterparts drew' 

, from personal experien(;e in Depression and war ~ 
i, 
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,'" ' 

I ' 
i 

One of the failures they!had seen in the 1930s was the inability ofglobal l~aders to resist a cycle of 
protection and retaliatiqn, including the Smoot-Hawley Act in the United St~tes and colonial preference 

. schemes in Europe, whIch had deepened ,the Depression and contributed t~ the political upheavals of the 
era. Eighteen years later, they believed that by reop~ning world markets they: could restore economic 
health and raise liviI,1g *andards; and that, in tandem with a strong and confident security policy, as open 
markets gave nations gr:eater stakes in stability and prosperity beyond their borders, a fragile peace 
would strengthen.; , . , 

. , 

Thus the GATT was oQ.e in a series of related policies and institutions that 'have served uS well for nearly 
six decades: " '.,! . ,', 


. ' ~ , , 


- Collective security, reflected by the United Nations, NATO and our allian¢es with Japan, South Korea, 
and other Pacific democra.cies . 

. - Commitment to human rights, embodioo by the Universal Declaration tin Human Rights and then a 
series ofmore recent Conventions." ! , 

! '. 

- Open markets and economic stability, with the creation of the 1MF and:World Bank on the one hand, 
and the GATT on the 9ther. . 

,, 

1 , 
! 

: ' I, 
The work they began in 1948 has continued for over fifty years; and their faith in freedom, open markets 
and the rule of law haS been abundantly vindicated. Through eight Rounds of negotiations, and as 112 
new members joined the 23 founders of the GAIT, we abandoned the closed markets ofthe Depression 
era and helped to foster a fifty-year economic boom. In these years, the world economy grew six-fold. 
Per capita income nearly tripled. Hundreds of millions of families escaped from poverty. America, as the 
world's largest exporter and importer, benefits perhaps most ofall. And together with our military 
commitments in Europe and Asia on one hand, and growing respect for human rights and the rule of law 
on the other, the work of trade policy has helped t9 make the world substantially more prosperous, stable 
and peaceful than 'before. :;1 , 

; 1 

. .' ~ 

CHINA FROM REVOLUTION TO REFORM 

China, of course, too~ a very different road. 

. . , 

With the Communis~ revolution in 1949, it shut the doors it had once t~ri~tively 9pened to the world. 
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Among its new leaders'· first steps were to expel foreign businesses from China, and to bar direct 
economic contact between Chinese private citizens and the outside world. Inside China were similar 
policies - destruction of private internal trading networks linking Chinese cities and villages, abolition of 
private property and l~d oWnership, and ofcourse suppression of any riiht to object to these policies. 
And all this had international effects as well: Asia's' largest nation had little stake in prosperity and 

. stability -- in fact, saw advantage in warfare and revolution -- beyond its borders. 
I . , 

In essence, the commitInent ofour postwar leaders ito colle~tive security,'open markets and human rights 
made up a coherent vision of a peaceful and open world. And China's rejection of these concepts in the 
Maoist era made up an: equally coherent and consistent policy. Its economic, isolation in the 1950s and 
1960s can be separated neither from its diminishing space for individual life.and freedom at home, nor 
its revolutionary ,role in the Pacific region. ' . 

China's domestic reforms since the 1970s have helped to undo this isolation, integrating China into the 
Pacific regional econoPlY as they opened opportunIties for Chinese at hOple.Reform has reversed the 
most damaging policies of the Great Leap Forward and Cultural Revolution era, abolishing rural 
communes and enabli~g private business to revive:in villages and cities. A number ofearlier policies, 
notably bans on foreign investment and private export trade, have been substantially relaxed although 
not abandoned entirely. ~ 

American trade policy over 30 years has worked tQgether with this advapci,ng domestic reform, to create 
trade opportunities for Americans as China's market began to open and support the efforts of reformers 
within China. This has been bipartisan and consistent, from the lifting of'the trade embargo in 1972, to 
our Bilateral Commercial Agreement and grant o~Normal Trade Relations , (then lVIFN status) in 1979 .. 
under President Carter; the renewal ofNTR ever since; our support for China's APEC membership; and 
most recently a series. of more detailed agreementS on market access, intellectual property, textiles and 
agriCUlture. 

RESULTS TO DATE 

Each ofthese steps has been taken with specific and concrete Americari ,trade interests in mind., But each 
has also helped to create new opportunities for Americans, support Chinese domestic economic reform, 
promote the basic concepts of the rule of law, and integrate China into the Pacific regional economy. 

I . ' 

The results have been profoundly positive. In an economic sense, ofcourse, reform and foreign 
investment have helped 200 million Chinese me~'and women escape from poverty; for our part, we 
always benefit from redoction ofpoverty overseas, as demonstrated in the Chinese case by America's 

.$10 billion in export growth since our commercial agreement. But China's economic opening has helped 
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to foster advances that g~beyond simple material gain. 

, I 

: .,' 

Within China, much of the political system remains repressive and authoritarian. This is detailed in 
, comprehensive fonhby ~e State Department's Human Rights Report; it ii why we once again are 

sponsoring a resolution in the UN Human Rights Commission condemning China's human rights record, 
and why we have sanctioned China as a "country of particular concern" under the International Religious 
Freedom Act. 'I , I" • 

. . 
, I 

But it is also fair to note that as reform has proceeded, respect for a numb~r, of basic rights and liberties 
cited in the Universal Dbclaration has grown. This is true with respect to property rights, with farmers " , 
able to farm their own land, entrepreneurs able to start businesses, and families able to pass on their 
property to their children; openness to information, with Chinese citizens aple to listen to foreign radio 
and TV and, more recen~ly to access foreign web-sitcis; and some aspects of freedom of association, as 
Chinese meet and exch~ge ideas with foreigners as well as people from Hong Kong and Taiwan. 

I I . . , I 

1 , ' , 

And China has become 'a more integrated; responsible member ofthe Pacific community. With reform 
and opening to trade, Japarl, South Korea and the ASEAN states became China's customers and 

, . I 

investors; concurrently,: China moved away from the revolutionary foreign policy of the 1950s and 
1960s. While we at tim~s differ with China on issues as profound as stability in the Taiwan Strait and. 
weapons proliferation, We also recognize that China plays a positive, stabilizing and important part on , 
issues as various as the 'maintenance of peace in Kotea, the Asian financial crisis and its role on the U.N. 
Security Council. ' 

CURRENT TRADE BARRlERS .AND ECONOMIC CHALLENGES 

, But reform remains incomplete. 

Some policy legacies of-the 1950s remain in force: bans on foreign partiCipation in the information' 
industries; control· over economic contact with foreigners; and restrictions on the ability ofboth foreign 
and Chinese businesse$ to distribute their products and trade with one anbther. Others are only partly 
reformed - foreign companies may now invest in China, but lose the right to import the parts they choose 
and market their products as they see fit. Beyond this, China's trade barriers remain very high, and have 
been joined by newer ihdustriaI policies requiring that investors transfer technology, purchase parts only 
from Chinese sources, ,and so forth, which work together to prevent exports and force investment, 
employment and technblogy into China. . 

I 

, ' 
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Thus our $10 billion in export growth since 1980, wllile substantial, is far less than our export growth to 
I , 

Europe, China, South K<?rea, the ASEAN nations, Canada, Mexico or Taiwan over the same period. And 
China's external and internal trade barriers block not only American exports but - as China's senior 
leaders realize - have led to corruption and economic inefficiencies which block China's own prospects 
for sustainable growth, job creation and technological progress. . ..

I: . 

THE WTO ACCESSION 

i : ' 
~ 

The WTO accession will help both countries address these problems, through a comprehensive set of 
. . 

commitments covering the range of industrial goods,services, farm products and unfair trade practices; 
and addressing all majo~ barriers to American export;s. Under the bilateral agreement we reached last 
November: . i . 

China will cut industrial tariffs from an average of24.6% in 1997 to 9.4% by 2005, with tariffs for 
infonnation technology products falling to zero; auto tariffs dropping from 80-100% to 25%; and on 
across the spectrum of i~dustries. .' . 

China will also elimina* all quotas and discriminat()ry taxes. And ofcritical 'importance, in virtually all 
products it will allow bqth foreign and Chinese businesses to market, distribute and service their 
products; and to import the parts and products they choose, free of requirements to go through 
government middlemen. . 

, : 

In agriculture, on U.S. priority products tariffs drop from an average of31%to 14% by 2004. China will 
also expand access for bulk agriCUltural products such as wheat, corn, cotton~ rice, soybean oil and 
others, thr01;lgh tariff-rate quotas that offer dramatic opportunities to producers of these products and' 
pennit for the first time Iprivate trade in these products. It will also end import bans, cap and reduce 
trade-distorting domest~c supports, elimhlate exportisubsidies, and base border inspections on science. 

i . 

, In services, China's markets will open. for distribution services, telecommunications, financial services, 
professional, business and computer services, motion pictures, environme'ntal services, accounting, law; 
architecture, constructi6n, travel and tounsm, and other industries. In fields such as distribution, 
telecommunication and:several others, this represents the first opening to direct foreign participation. 
since the 1950s. ' " 

And the agreement strengthens protection of American workers and busiriesses against import surges 
and unfair trade practices. It addresses state enterprise policies, prohibits forced technology transfer as a 
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condition of investment,: and eliminates local content, offsets and export performance requirements. It 
provides, for 12 years, a1special product-specific safeguard to address market-disrupting import surges 
from China. And it guarantees our rightto use special non-market economy, methodology to address 
dumping for 15 years after China's accession to the WTO. : , 

All of these commitments are fully enforceable, through our trade laws, through WTO dispute 
settlement, through periodic multilateral review of China's adherence as well as multilateral pressure 
from all 135 members of the WTO, through increased monitoring by the U.s'., with the President's 
request last month for a tripling of funds for China compliarice and enforce~ent in his budget last 
month? and of course t11t0ugh other mechani~ms such as the special anti-dpmping and anti-import surge 
remedIes; , , ' "" 

, , . 
; . , 

Results under the agreement will be rapid. On accession to the WTO, Chirtfl, will begin opening its 
market from day one inivirtually every sector. The phase-in of further conbessions will be limited to five 
years in almost all cases, and in many cases one to three years. ' , 

, , 
I' , 

, , 
And the work ahead forChi~a -- bilateral market access agreements with several other WTO members, 
most notably the Europ~an Union, and a multilateral negotiation on additional rules - should'strengthen 
the already very strong :accession agreement we negotiated. 

, 

I' 

PERMANENT NORMAL TRADE RELATIONS 

, , , 

By contrast to this hist()ric set of commitments, we do very little. We mak~ no changes whatsoever in 
our market access poliCies; in a national security enlergency, in fact, we can: withdraw market access 
China now has. We change none ofour laws controlling the export of sensitive technology. And we 
amend none ofour fair; trade laws. ' 

,', 

I , 

But we have one oblig~tion: we must grant China permanent NTR or risK losing the full benefits ofthe 
agreement we negotiated, including broad market access, special, import protections, and rights to 

, enforce China's comm~tments through WTO dispute settlement. , ' ' 

. ! . I " . 

Permanent NTR, in terms of ourpolicy toward China, is no real change. NTR is simply the tariff status 
we have given China since the Carter Administration; and which every Administration and every 
Congress over the intervening 20 years has reviewed and found, even at~e periods ofgreatest strain in 
our relationship, to be ~in our fundamental national 'interest. ' 
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Thus penn anent NTR r~presents little real change in practice. But the legislative grant ofpennanent 
NTR is critical. All W1;O members, including ourselves, pledge to give one another pennanent NTR to 
enjoy the benefits avail*ble in one another's markets. IfCongress were to refuse to grant pennanent 
NTR, our Asian, Latin American, Canadian and European competitors will reap these benefits but 
American farmers and businesses may well be left behind. . , 

WTO ACCESSION AND CHINESE REFORM 

And the costs of U.S. rytreat at this most critical moment would go well beyond our export andtrade 
interests. 

Just as our role in the foundation of the GATT was closely linked with th~ Universal Declaration on 
Human Rights and our postwar alliances -- and just as China's economic isolation in the early years of 
the Cold War contributed to domestic repression and international upheaval-- China's WTO accession 
today will help us as w~ consider broader questions of human rights and security. As even the brief. 
review I have given indica.tes,. China's commitments go well beyond shrujHeductions oftrade barriers at 
the border. China will:: 

! : ' 

" , 

- For the first time, since the 1940s, permit foreign and Chinese busiiless~s' t9 import and export freely 
from China.' , ' 

: ' i 

- Reduce, and in some :cases remove entirely, state b~ntrol over internal ~istribution of goodsand the 
provision of services. : 

I 
; , 

' 
' 
' 

. I . " . . 

- Enable, again for the :first time since the 1940s, foreign businesses to participate in infonnation 
industries such as teleCommunications, including the Internet. :. , 

: ; : 

- And subject goverrurient decisions in all fields covered by the WTO to jmpartial dispute settlement 
when necessary. 

I' 

These commitments m;e a remarkable victory for economic refonners in China. They refonn policies 
dating to the earliest years of the communist era. They will give China's people more access to 
infonnation, and weaken the ability ofhardliners to isolate China's public from outside influences and 
ideas~ Altogether, they, reflect a judgment -- still not universally shared within the Chinese govemment-­
that prosperity, security and international respect will come not from the static nationalism,' state power 
and state control China adopted after the war; but rather the economic opening to and engagement with 
the world and ultimately development of the rule oflaw inherent in the initiative President Truman 
began in 1948. 
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, I 

The WTO accession, therefore, has potential beyond economics and trade. It can serve as a foundation 
, for the rule o( law within' China; and as a precedent f~)f willingness to accept and abide by international 
standards, of behavior in ~any other fields~ That is why many Hong Kong and Chinese activists for ' 
democracy and human rights - Martin Lee, the leader: of Hong Kong's Democratic Party; Ren Wanding, a 
dissident who has spent years ofhis life in prison - see the WTO accession:as,China's most important 
step toward reform in twenty years. It is why our support for WTO accession rests on a broader 
long-term commitment to human rights and freedoms, as well as new opportunities and strengthened 
guarantees of fairness fOf Americans. ' , ' , 

,! , 

; ; , , 

, WTO ACCESSION AND AMERlCAN STRATEGY 

And it is why WTO accession forms part of the answer to the profound quei;tion posed by Qu Yuan 2300 ' 
years ago, with respect to the ways in which our very different countries caD fmd the accommodations 
necessary to peace and stability. 

, 

We should never imagine that a trade agreement will cute all our, disagreements. And when we disagree ' 
with China we must act with candor and firm assertion of our interests and values - as we did when 
China fired missiles into the Taiwan Strait four years ago; as we are doing at the UN Human Rights 
Commission a few blocks away. But this is only part:ofour approach; as Theodore Roosevelt said of his 
Open Door Policy to China in the first years ofthe 20th century: ' I : 

! ' ! t ,> 

, • I " 

"We must insist firmly ~n our rights; and China mus~ beware of persisting in a course of conduct to 
, which we cannot honora,bly submit.. But we in our tum must recognize our, duties exactly as we insist 
upon our rights." " ' 

; , 

In this spirit, we recogni~e how hriportant a stable ru1d. peaceful relationship, with China is' -- for the 
Chinese, for the world, ~d for Americ<:t -- and how fundamental is our responsibility to act upon areas in 
which we share interest~ and benefits. We saw this responsibility clearly in the Asian financial crisis two 
years ago. We see it in the maintenance ofpeace on ~e Korean peninsula; the environmental problems 
of the Asia-Pacific;' and, for over a quarter century, 4t trade. . 

, , 

::. 

Each step since the liftirig of the trade embargo has rested upon concrete Am~rican interests; helped to 

'promote reform and the rule of law within China; and integrate China in the Pacific economy. Thus, 

each step has strengthen~ China's stake in prosperity and stability througJiout Asia. Together with our 

network of Pacific alliances and military commitments, in tandem with out advocacy ofhuman rights, 


!: i , , 
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and in the best tradition .of postwar American leadership, trade policy has helped to strengthen 
guarantees of peace and/security for us and for the world. ; . , . 

. ! i I 

And China's WTO accession, together with permanent Normal Trade Relations, will be the most 
significant step in this process for many years. ' .

i . 

I 


CONCLUSION 

. ' . 

And so, ifwe have the confidence and the wisdom to make the right choice in the debate ahead, we will 
open an extraordinary sbt of possibilities.· 

A new and fundamental,ly improved trade relationship with the world's largest country, which offers 
practical, concrete benepts to communities.through6ut America: stronger guarantees of fairness for our 
working people and bu~inesses; new export opportuhities that mean jobs and growth. . . 

A decisive step toward deeper and swifter reform within China, strengthening the rule of law; offering 
new opportunities and ~ope for a better life to hundreds ofmillions ofChinese; and making China a 
country freer, more oper to the world, and more res~onsive to the rule of 1~'Y than it is today. 

" !! ' 

And a relationship withth(! world's largest nation which may have moments of tension and volatility, but 
in which we also act to fmd common ground and strengthen hopes for peace. 

,', i 

That is the opportunity before us. These are the stakes. And that is why I ask for your support as we 
pursue permanent Normal Trade Relations status for China on the basis of this historic agreement. 

Thank you very much. , 
i 

r i 
I ; 
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u.~. TRADE POLICYAND THE TRADING SYSTEM' 

i ' , 

Prepared for Delivery 

i , 

Ambassador Gharlene Barshefsky ; : ' , , , 

u.s: Trade Representative 

School ;of Advanced International Studies 
! , ' 

Washington, D.C. 

March 2, 2000 : 'I 

. . 

Thank you very mucl~.. I am very pleased to be here with Dean Wolfowitz,. for so many years a leading 
light in American for~ign affairs and national security. Equally, I am very happy to meet and exchange 
ideas with so many ofthe young men ~d women who will guide our couritry as activists, analysts and 
policymakers in this new century. . 

I 

This morning, we are: proud to release President Clinton's "Trade Policy Agenda" report to Congress. 
The report looks back on the record of the past seyen years; and ahead to layout the trade agenda at the 
beginning of a new century. As Congress has directed, we also include in this report a special five-year 
review of our work at the WTO. Today I would like to highlight this repOrt With some thoughts on the 
trading system, its importance to us historically and today; and its role as we look ahead to a 21 st-century 
world economy not ohly more open and prosperous ,but more just and sUstainable. 

I I , 
. .~ , 

, , ' ' 

AMERICAN TlMDE PHILOSOPHY . 

I ' , ' 

Our work at the WTO, to begin with, has rested upon a foundation laid'down under President Franklin' 
Roosevelt ofAmeridm eommitment to open markets, freer trade, and the rule of law in world 
commerce. 
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Americans have taken this position, in One sense, as a matter of clear economic logic. Open markets 
abroad offer us oppoI1unities to export, and exports are essential to a strong domestic economy. Almost 
80% of world economic consumption, and 96% of the world's population, is outside the U.S.; foreign 
tariffs and othertrade;batriers are substantially higher than ours. As markets open more fully to 
Americans, farmers Will face less risk ofgluts that drive down .prices, w()rkers will see opportunities for 
higher-wage employment, and firms win gain economies of scale that help them invest in plants, jobs, 
and research. ' I 

Open markets at home are equally important, Imports create the choice, price and competition that raise 
family living standard~ -- for all families, but most especially the poor -- and help to dampen inflation. 
Accompanied by comJ;nitment to education and job training, imports help American workers specialize 
in the most technologically sophisticated and financially rewarding fields:.And they give businesses 
access to inputs -- raw~materials, parts, business equipment -- that reduce costs and thus improve 
efficiency and competitiveness. . 

I 

But our trade policy has had implications going beyond economics to broader aspirations; and to 
understand why we must trace today's World Trade Organization back to its beginnings .. 

DEVELOPMENT OF THE TRADING SYSTEM 

I 

The WTO has its roots: in the General Agreement on Trade and Tariffs, or GATT. Its creation in 1948 
reflected the lessons President Truman and his counterparts in 22 other n~tions -- the World War IT 
Allies, a number ofLaiin American countries, a feW Asian nations --drew from personal experience in 
Depression and war. ' . 

I' \' I : , 

In the 1930s, they had seell a cycle of trade protection and retaliation, beginning with the Smoot-Hawley 
Tariff in the United Stl:tes and continued through EUropean colonial preference schemes, which had cut . 
global trade nearly 70~. Within a few years, the world was transformed into something like a series of 
island economies, deep~ning the Depression, intensifying political tensions, and contributing to the 

. political upheavals of the era.! ' 
, , ' I 

Eighteen years later, Triunan and his colleagues believed that by reopening world markets they could 
restore economic health, and raise living standards; and that, together with a strong and confident security 
policy, as open markets gave nations greater stakes in stability and prosperity beyond their borders, a 
fragile peace would strengthen. Thus the foundation! of the GATT was one ina series of related policies 
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and institutions that h~lVe served us well for nearly six decades: 

'. ' 

- Collective security, *eflected by the United Nations; NATO and our alliances with Japan, South Korea, 
and other Pacific dempctacies. .I 

- Commitment to hurrian rights, embodied by the Universal Declaration on Human Rights and then a 
series of more recent Corlventions. .: J 

. . 
- Open markets and economic stability"with the creation of the IMF and World Bank on the one hand, 
and the GATT on the bther. ' . . 

! ' 

, : 
i 

Together, these made up a coherent vision of a peaceful and open world; a vision which over half a 
century ofexperience ras fully vindicated. I I 

, • 'I 

I " I 

Through eight Rounds! of negotiations, and as 112 hew members joined the 23 founders of the' GAIT, 
we abandoned the clo~ed markets of the Depression era. We brought dow-nbarriers between the Allied 
nations, to the point where over a billion dollars worth of goods and serv:ices crosses the Atlantic every 
day. We brought Japan and Germany back into the'world economy; responded to the end of colonialism; 
and have now turned t9 the great task of support for reform and integratio~ in Russia, China, Central and 
Eastern Europe, Indocl:tini)' and other nations breaking with strict communi~t planning to return to the 
market. i.' 

If we take the long vie~, we see that the: opening of world markets has helped to foster a fifty-year 
economic boom. Since: the foundation of the GATT, the world economy has grown six-fold; per capita 
income nearly tripled and hundreds of millions of families escaped from poverty. And social progress in 
this era reflects this growth. As families 'and governments have gained the resources to improve health, 
invest in education, prqtect the environment and advance other social goals, life has improved nearly 
everywhere in the world: since the .1950s, world life expectancy has grown by twenty ye~s; infant 
mortality dropped by tWo-thirds;. famine receded from all but the most remote or misgoverned comers of 

I ,I : ' 

theworld. I . . ' 

,', I 

. I ' 

Weighed in the most profoundly important scale ofall, the trading system,' together with our military 
commitments in Europ~ and Asia on one hand, and growing respect for hUman rights and the rule of law 
on the other, has helpeq to make the world substantially more prosperous, stable and peaceful than 
before. ' , 

THE WORLD TRADE ORGANIZATION 


I: 
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This is the legacy we: inherited seven years ago. It is the legacy we built upon through the Uruguay 
Round of negotiation:s to create a trading system that does more to open markets; to strengthen the rule 
of law; to create opportunities for technological advance; to support refolm in nations moving away . 
from communist plartrung; and to make our people· more prosperous and secure. That is today's World 
Trade Organization; it is an institution of fundamental and irreplaceable value for the United States; and 
let me touch upon each of these areas for a momepi. 

1. Opening World Markets 

" 

To begin with, through completion of the Uruguay Round -- a monumental negotiation lasting eight 
years, and suffering tllre(: breakdowns before its completion in 1994 -- we took a GATT system less and 
less able to meet the qerrtands of a more integrate4, technologically progressive world; and 
fundamentally reformed, updated and modernized it to create the WTO. 

, , 

Thus, the Uruguay Round continued a tradition of opening markets and :creating opportunity worldwide. 
It eliminated quotas artd cut industrial tariffs by a third. It broadened the commitments of its members to 
areas the GA IT cove~ed only partially or not at al~, notably agriCUlture, ,services and intellectual property 
rights. . , ., 

And the work is not done:: as commitments phase in, we are moving on to the negotiating agenda of the 
next decade. Its core t:lements are before us,in the agreement last month to open global talks on 
agriculture and services. These are the sectors in which markets remain most distorted and closed, and in 
which the opening of trade will mean perhaps most to future prospects for nsmg living standards, 

. technological progres~, and sustainable development. And in each ofth~m ,we have set ambitious goals. 

Beyondthese negotiations, we have pressing needs to address market ac~ess concerns in industrial 
products, electronic c6mrt1erce, trade facilitation, and other topics as welL One especially important, and 
universally recognized, need is for the WTO's wealthier and more advanced members to open their 
markets more fully to the products of the poorest and least developed nations, and for the WT,O as a 
whole to ensure that tIies{! countries can take full advantage ofexisting market access opportunities, and 
to fully assert their rights and interests in the policy wor~ of the system. Thus, while there are a number 
of different options for proceeding with trade liberalization beyond the agricultural and services sectors, 
we are continuing our '~ork to build consensus for a new, more broadly bas,ed Round. 

To build international tortsensus for such a Round 'will not be a simple ~k. However, the outlines can 
be drawn, if WTO merhbers prove willing to rethink their negotiating po'sitions; focus more fully on the 
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shared benefits oftheitrading system in creating new sources of growth 'and opportunity and the shared 
responsibilities of rea~hing these goals, and find the balance that allows' us to move ahead. As the 
President has said, we will keep workif!.g toward consensus; we are willing to be flexible, and expect our 
,trading partners to do the same. , 

2. Strengthening the Rule of Law 

At the same time, by creating the WTO we strengthened the rule oflaw. ,We took a GATT system with a 
. limited set of essentially tmenforceable rules that applied differently to different members, and created a 
more comprehensive s~t ofrules which are enforceable and apply to every, single member. Tpgether with 
this are an array ofove'rsight bodies which we use to monitor the commitments our trading partners have 
made, identify,potenti~l problems, and offer technical assistance or other: expertise when necessary to 
help ensure compliance and implementation ofcommitments. 

, . 

, , ' 

' 

, , ' 

And we also created a strong dispute settlement mechanism which we have used in 49 cases to preserve 
and enforce our rights. ;rhe cases in which'we have been involved, of coUrse, have helped us to advahce 
concrete American trade iIlterests. But beyond this, ,they have helped us tc;> confirm basic principles: that 
all WTO members mus1t k(:eptheir commitments; that trade policies must be nondiscriminatory; and that 

I .. . . 

we and other trading nations have a fundamental right to set the highest standards ofenvironmental 

protection and consumer safety. : 


I ' 
3. Building The 21S(Century Economy' , 

I., 

. . I ' , ' 

In the WTO we also ~re~ted a permanent forum in ~hich governments finp new areas of shared interest 
and benefit. And we have used this in the past five y~ars to reach four agreements ofcentral importance 

to technological progress, growth and rising living standards in the 21 st centUry. These are: 
, • , I ~ 

,1 

- The Information Techn'ology Agreement, eliminating tariffs on $600 billi,on worth of trade in high-tech 
·manufactured goods such as computers, semiconductors, computer equipment, integrated circuits and 

, telecom equipment, and ~o forth, on which we are no'w building toward an IT A II with still broader 
product coverage; . . , 

, i 

- The, Agreement on Basip Telecommunications, opening world markets in asector dominated for 60 
years by monopolies and promoting pro-competitive regulatory principles. Injust two years, it has ' 
eroded the ability ofdominant carriers in foreign countries to keep rates artificially high and depress 

i . . 
, , , 

50f13 ,8122100 4:58 PM 

http://www.ustr.gov/speecheslbarshefskylbarshefsky_66.html


I ' v 

http:(lwww.ustr.gov!speecheslbarshefskylbarshefsky_66.html 

demand for telecomniunications services and electronic commerce, helpi'ng to bring down rates to levels . 
as low as 10 to 20 cents per minute, for calls between the u.s. and coun,tries such as Japan and Mexico; 

, ,. 

- The Financial Services Agreement, 'covering nearly $60 trillion in finaDcial transactions -- a figure half 
again as great as total world GDP -. per year, which has already helped U.S. services suppliers expand 
commercial operations and find new market opportunities through both ownership of or investment in 
foreign banking institutions, brokerage and insurance sectors, and througq cross-border trade. 

, • ,1 • 

I , . 

- And the WTO's commitment in 1998 to "duty-free cyberspace," helping to ensure that electronic 
commerce develops :freely as a means to promote trade, strengthen the power of consumers, and help the 
most impoverished and remote regions take advantage of world markets.: . 

4. End of the Cold War 

. , 

The WTO has also bee~of cardinal importance in our response to one of the greatest political challenges 
of the present era. That ,is the end of the Cold War, with the opportunities it creates for a more stable and 
enduring peace; and the. questions it raises about the future course of some of the world's greatest and 
oldest nations. ' , 

'I . ' 

, I '., I . , 

This is a task for our tinte whose consequences will be as great as those o~the GATT's reintegration of 
Japan and Germany in ~e 1950s. Ten years after the fall of the Berlin Wall~ nations which have 
completed the transition: from communist planning systems to the market ~- Poland, Hungary, the Czech 
Republic - attest that the open markets, economic engagement with the out~ide world, transparency, and 
rule of law WTO membership promotes are also tho~e which help reform succeed at home. As Poland's 
Trade Minister has said: I: . .' i • 

"Poland's accession to G~IT in 1967 helped us to retain institutionallink~, with the international 
marketplace at the time when my country was still subjected to a political ~d economic system alien to 
the aspirations and entrepreneurial spirit of its people ... ,Our participation in the GATTIWTO framework 

, , . I . 

has helped to consolidate the reform." " .
! . , 

This is work of great cOlIlplexity: the transition economies have chosen diitererit paths, some 
. emphasizing political change and others delaying or hoping to avoid it. Th\1s it is a task which proceeds 
slowly and with occasionru setbacks. But it is also achievable and well underway. Since its creation in 
1995, the WTO has admitted six transition economies: Slovenia, Bulgaria; :Mongolia, the Kyrgyz 
Republic, Latvia, and -- ten years to the day after the fall of the Berlin Wall-- Estonia. Georgia will enter 

, , 
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soon; and the accessions ofAlbania and Croatia are almost complete. We have made significant progress 

with Armenia, Lithuania and Moldova; and held fruitful discussions with Russia and Ukraine as welL 


\ ' 

1'1 , 

And in our recent bilateral agreement o.n WTO accession with China, we,have an opportunity ofvast 
consequence for the world's future peace and stabl1ity. This is a compre~ensive agreement covering 

i agriculture, services, industrial goods, unfair trade and investment practices and other rules, with specific 
I ,

and enforceable coJ:Illt;litments that phase in rapidly in each area. Together with extension of permanent 

Normal Trade Relations, it will open China's markets in a way unprecedented since the 1940s, creating 

new opportunities for American farmers and businesses as it strengthens our guarantees offair trade. 

And perhaps still more important is its potential beyond trade. ' 


Within China, the WTO accession will support reform. China's colhmitrh.ents will alter policies dating to 

the earliest years of the communist era. Tht)y give China's people more access to information, and 

weaken the ability of hardliners to isolate China's public from outside influences and ideas. Altogether, 

they reflect ajudgmen~ -- still not universally shared within the Chinese government -- that prosperity, 

security and international respect will come not from the static nationalism, state. power and state control 

China adopted after the 1949 revolution; but rather:the economic opening to the world and ultimately 

development of the rul¢ of law inherent in the initiative President Truman and his colleagues began a 

year earlier.' ' 


i 1.: 

And internationally; the WTO accession will deepen and speed a process:of integration that has helped 

China become a more integrated, responsible memqer ofthe Pacific community. Over thirty years, as 

China has reformed its ~conomy and opened to the ~orld, its stake in the'r~gion's stability and prosperity 

has grown. At the same, time, China's economic refQrms have helped to move its government away from 


. the revolutionary foreigupolicy of the 1950s and 1960s, and towards a p~sitive and constructive role in 
maintaining peace on the Korean Peninsula, in the Asian financial crisis, and as a member of the UN 
Security Council. And the WTq. accession will be~e most important step .in this process in twenty 
years. 

I • 

I 

5. Prosperity allld Economic Security 

I. 1 

Finally, of course, the WTO has been an 'institution ofgreat practical economic benefit to Americans and 

to our trading partners. 


I" 

; ( , 

We see this in our own dconomy, as the opening ofworld markets has help~dto catalyze a 55%. 

expansion ofAmerican goods and services exports since 1992, to a record total of$958.5 billion last 

year, as our two-way trad.e grew by nearly $1 trilli~n. Together with -- and 'inseparable from -- domestic 

policies including fiscal disdpline and investment in education and job training, the opening ofworld 


: 'I 
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markets has contributed to a remarkable record. ' 

, ' 

If I can run off a few statistics: we have seen $2 trillion in ec~:momic gro~, during the longest . 
economic expansion in American history; the creation of nearly 21 million new jobs; a $400 billion 
expansion in our manUfacturing industry; wages for non-supervisory workers up 6.5%; and broadly 
shared benefits, with poverty rates at the lowest levels since 1979, and unemployment at record lows for 
women, African-Americans and Hispanics. And just as important as these positive figures is what Arthur 
Conan Doyle in one of his Sherlock Holmes storie~ called lithe dog that didn't bark. II 

That is, in the Asian fi~8.ncial crisis of 1997-99, with 40% of the world in recession and five major Asian 
I . 

economies contracting 'by 5% or more, the world faced a crisis unlike any since that which sparked the 
great Depression in the 1930s. The temptations to open a cycle of protection and retaliation like of the 
1930s were equally gre~t.Instead, WTo.members generally remained true to their commitments; 
affected nations had the, access to markets necessary for a speedy recovery; and the political strife that 
can erupt in economiG ~risis never emerged.' . ' 

! i ' 

This is a remarkable tripute to the work of the past seven years, and the foundation of the past fifty as 
well: the world in the 1990s passed a test it failed sixty years earlier. And'iftheOAIT founders were 
here to see the results 01 their work, they could be forgiven for taking considerable pride in it. 

CML SOCIETY CONCERNS 

, , 
I 

But with this accomplishment come new challenges.' In particular, the gro~ing concerns ofcivil society 
about the world economy, and the WTO's, responsibility to develop means to address these concerns, are 
now central. 

In his essay "The Two Cultures," the British author and physicist C. P. Snow wrote ofhis surprise at 
how little his,literary and scientific friends had in common: those who did research had read no 
Shakespeare; those who wrote could not identify the Second Law of The~odynamics. As Snow wrote: 

I . , 

"The clashing point of two subjects, two disciplines, two cultures ought to produce creative chances: .. 
The chances are there now. But they are there as it were in a vacuum, becaUse those in the two cultures 
don't talk to each other." I '., ' , . 

ofl3 . 

http:Nwww.ustr.gov/speecheslbarshefskylbarshefsky_66.html


http,!lWww.ustr.gov/speecheslbarshefskylbarshefsky_66.htm1 

1 ' 

That is not so far from the divisions which confront us today on the world economy. One group of 
people points to its blessings: the sharp increases in world per capita income, the more rapid growth and 
technological progre~s; rising literacy rates, growing life expectancy and falling infant mortality rates in 
virtually all nations that participate in ~ade. 

But another points to questions that concern all ofus: the 250 million children working overseas today, 
tens of millions of them in exploitive cpnditions up to and including slavery; growing threats to 
fisheries, biodiversity; the climate and other environmental resources; rui<;l the fact that less-skilled and 
less-educated Americ~s and others are struggling in an economic golden age. 

I, , , , ,
I 

I' 

,T,HE ROLE OF THE WTO 

" I' 

Neither of these views'is entirely wrong; both must be respected and addressed if we are to bring the 
work of the past fifty years successfully,into a new century. ' 

/ 

1. Quality of Life 

And as we approach the task, we can dr~wimportant lessons from our experience at home. 
, , ' 

! 

Since the last time our Unemployment rate touched 4%, in January of 1970, our economy has grown 
from $3.7 to $9.2 trillioh, rnanufacturingl'output nearly tripled, and 50 million men and women joined ' 
the work-force. At the same time, the percentage ofour rivers and stream~ fit for fishing and swimming 
doubled; the number of;citizens living in;cities with unhealthy air fell by half; many endangered or 
threatened species, inc hiding the bald eagle, are recovering; we created modem consumer safety laws 
and key regulatory polities,; and the num.~er of workplace deaths fell 60%. 

, I 

More recently, as our ec6nomy opened nkther with the trade agreements of the 1990s, we also wrote a 
, I 

stronger Safe Drinking Water Act, stren~ened clean air standards and protection of wild lands; passed 
the Fainily and Medical Leave Act; and raised the minimum wage. And despite fears that a more open 
world would reward countries with loweriwages or weaker l(ibor anq. environmental standards, America's 
share of world foreign direct investment rose sharply~ with foreign countries investing well over $500 
billion in America between 1994 and 1998. . 

. I ' I 

I 
~ 
' , 

, 

There is absolutely no reason the world economy of the next decades cannot see the same combination' 
;. , ; 
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of growth, better envi~onmental protec~ion, safer factories,stronger labor protection, and job creation. 
While the principal driving forces for these changes are, of course, domestic policies, the trading system 
also has a role to play~" . . . 

I • 

I : 

2~ Environmental Protection 
I 

It can do more to help :us protect the environment. ' I' 
I . 

Here the workhas begim reasonably well. The WTO already cites sustainable development as a . 
fundamental goal of the global system. Its agreements explicitly recognize the fundamental right of all its 
members to set any level of environmental protection and consumer safety desired, including at higher 
levels than international norms. And the WTO created a Committee on Trade and the Environment in . 

. I' 

1994. ! I 

Progress has continuediever since, withdiscussions'in the Committee on Trade and the Environment; 
last year's convening o~ a first-ever WT(l) High Level Symposium on Trade and Environment in Geneva; 
and the encouragement ,of closer collaboration between the WTO and the ,UN Environmental Program, 
which reached a cooperati(m framework,agreement in December of 1999" . 

. I ,! . . 

Looking ahead, we hav~ developed a series of proposals for trade liberalization measures with direct 
environmental benefits, calling for the elImination ofbarriers to trade in environmental goods and ' 
services, offishery sUbsfdies which contJ:iibute to overcapacity, and ofagric:ultural export subsidies. And 
this past fall we established a broad conceptual framework for systematically integrating environmental 
concerns into our trade negotiations. First, the President'S Executive Order on the Environmental Review 
ofTrade Agreements institutionalizes procedures for careful assessment ofthe environmental impacts of 
major, environmentally ~ignificant, trade :agreements, thatwill ensure timely consideration of these . 
issues in development ofU.S. negotiating positions. And second, the White House Policy Declaration on 
Environment and Trade ~ets out principle~ on trade and the environment that will guide U.S. 
participation in policymliking andtrade n~gotiations; particularly within the

l
WTO. Application of these 

principles will help us ensure that trade ~es remain supportive ofenvironDtental protection both at 
home and abroad. . , . 

j • 

I:' 

3. Labor Issues 

The WTO can address m'l>re effectively th~ concerns ofmany workers. i; , 

10 orB 
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I; , 


. Today, in a formal sense, the WTO does not recognize that links between trade and labor existThis is 
not a position which can endure: it is il1tellectually indefensible, and it will over time weaken puhlic 
support for the trading system. Our tasK, therefore, is to ensure that the ~rO formally recognizes the 
relationship between trade and labor pqlicy and acts upon it -- recognizing the concerns developing 
countries have about discrimination against the poorest countries and workers; without pretending there 
are easy answers; but also understandiI~g that all ofus will ultimately benefit from such a discussion. 

I. l ' ; , 

~,1 , 

Thus we are building on the work we have done to date -- at the WTO, using the regular Trade,Policy 
Reviews to raise conc~ms about labor practices; using our own domestic programs such as the 
Generalized System of Preferences to ~n specific ,labor reforms in countries allover the world, from' 
Honduras, to Swaziland, mld Pakistan; ~d at the Singapore WTO MinisterIal Conference in 1996, 
.helping the WTO for the first time recognize the importance of labor standards and cooperative work 
with the International Labor Organization.' I 

I' 

We are now seeking to I. build upon this, throughc1oser collaboration between the WTO and the 
International Labor Organization, but also creation in the wro of a Wo*ing Group on Trade and Labor 
to examine, in coopera,ion with instituti9ns like the World Bank and the ILO" the relationship between 
trade and internationally recognized core labor standards, and the best means ofadjustment to 
. heightened competitio~. There is no re~on to fear ¢is; there is every reason to believe honest and 

forthright work in this area will be of gr~at value in its own right and for the trading system's future 

health and credibilio/.' ' 


4. Transp~reney and Institutional Reform 

'. I 

, I 

Finally, the WTO must fully reflect the b~icprinciples ofopenness and tr~sparency which are essential 
to the success of any ini,titution. ' , , . 

As trade grows and the i;mpacts of global,zation intensify; as trade becomes: ~ore important to all 
. nations; and as improving education and iJlodern telecommunications open all institutions to ever greater 
scrutiny and debate -- th~ need for .openn~ss, accountability and public access is greater every year. 

i . 

TheWTO does not yet :fully meet this test, and that is, ultimately, a challenge'to its future. Thus we are 
working for greater transparency through6utthe system, through the progressi~e attainment of some ' 
practical goals: ensuring :rapid release ofdocUments, enhancing the input ofcitizens and citizen groups; 
providing the opportunity to file amicus briefs in dispute settlement proceedings, and opening those 
proceedings to pub1.ic observers. These are the measures which create the f0':ffidation ofpublic support 

, I 

I 
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for the institutions ofgovernment at home; and they will do the same for'the institutions of the trading 
j '. ' system.: i ': . • 

, : 

: i' 

The,WTO, with oui: strong encouragement, has made some substantial improvements. It now makes a 
majority of its docum~ntsavailable to the public; has reached out through public symposia on such 
issues as development and trade and the environment; and other means to the NGO community and by 
creating a Web page. This is a good start. But it is not enough, and one practice in particular is very 
troubling: that is, the fact that arguments before dispute panels are closed:tothe public. 

, , , 

The practice of closing arguments before dispute settlement panels may have been appropriate in an age 
, when dispute settlement Was more a negotiation than adjudication. But today, what was once privacy 
becomes a harmful se~recy that reduces: public conftdence in decisions. Ifpeople are to have faith that ' 
decisions are reasonab1e and fair, they have to see the process that leads to those decisions. If the WTO 

. 'does not change this process, support for the WTO will erode. Misconceptions and unfounded suspicions 
will grow. And the fut\rre of the WTO as an institu~ 

; j , 
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