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Good morning, and thank you very, much. 3

I am very pleased|to be here with the Institute thls morning, and for the opportunity to speak w1th you
and exchange views on one of the most unportant American trade and! foreign policy goals in many
years: China's accession to the WTO. =~ | ~ h A

ONE-WAY CONCESSIONS

|

" In the most basic sense, when we i;onmder Chma s WTO accession and permanent Normal Trade

Relations, we are facing a clear ch01ce . O

+

Last November after years of negouanon we reached a b11ateral agreement with Chma on WTO
accession. It secx}lre‘ broad-ranging, comprehensive, one-way trade concessions on China's part, granting
the United Stateé substantially greater market access across the spectrum of services, industrial goods
and agriculture. This agreement strengthens our guarantees of fair trade. And it gives us far greater

- ability to enforee Chinese trade commmnents By contrast, we agree only to maintain the market access
policies we already apply to Chlna, and have for over twenty years, by makmg China's current Normal
Trade Relations status pennanenti v

| | .

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

|

One might end a discussion of the WITO accession right there. From a purely trade pohcy perspectlve it
would not be wrong to do se; but we must also thmk about the wider implications.

China is the world's largest country, and over thé past decade the world's fasteét—growing rr‘lajAor
economy. The future course of our relatlonshlp will have great bearing on American security and
strategy in the 215 strategy. And our relationship with Chma today, as wc all know, is free neither of

~ deep-seated policy disagreements nor moments, of tension. -

i
[

t ' i
i ' ¥

‘These are perhaps natural; we are great Pac1f1c powers, and our governments reflect vastly different

political systems alnd values. But to/quote the classmal Chinese poet Qu Yuan, writing in the 4% century
B.C., such a relationship poses profound questlons for future peace and stablhty across much of the

thus it has been since ancient times. o
i

How is the round|to fit with the square? '

How can different ways of life be reconciled?"

Such questions dominate our Chjr|1a debate to‘day And many thus ask why we would proceed with a
trade agreement L even an entlrely one-sided trade agreement -- while our differences over human
rights, secunty 1ssucss and other topics remain. It is fair -- I believe necessary -- to Judge the WTO

accession in llg,ht of these questlons as well. And we can begin by tracing back to its origin the

institution China now seeks to join.

H
! i
! “
!

AMERICA AND THE TRADING SYSTEM '

Today‘s World Trade Organization has its roots in the General.Agreément on Trade and Tariffs, or
GATT. And its|creation in 1948 reflected the lessons President Truman and his Allied counterparts drew

i
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from personal experience in Depression and war. . '

One of the failures lthe y had seen in the 1930s was the inability of global leaders to resist a cycle of
protection and retaliation, including the Smoot-Hawley Act in the United States and colonial preference
schemes in Euxope‘ which had deepened the Depress1on and contributed to the political upheavals of the
era. Eighteen years) later, they believed that by reopenmg world markets they could restore economic
health and raise living standards; and that, in tandem with a strong and confident security policy, as open
markets gave nations greater stakes in stablhty and prosperity beyond the1r borders, a fragile peace

would strengthen.

!
| '
1

Thus the GATT was one in a serles! of related policies and institutions that have served us well for nearly

six decades _ ’ b 1l
o P

- Collective secunty, reflected by the United Natlons NATO and our alhances with Japan, South Korea,
and other Paclﬁc dernocracies. |

- Commitment to/human r1ghts embodled by the Umversal Declaratlon on Human nghts and then a
series of more recent Conventlons S O :

- Open markets and economic stability, w1th the creation of the IMF and World Bank on the one hand,
and the GATT on the other. . ’ :

|
1

Together these made up a coherent vision of a peaceful and open wotld; which over half a century of
experience has fully vindicated. S|1nce the 1950s global trade has grown fifteen-fold. World economic
productlon has grown six-fold, and per caplta income nearly tripled. And social progress reflects these
trends: since the/1950s, world hfe expectancy has grown by twenty years, infant mortality has dropped
" by two-thirds, and famine receded from all but the most remote or nusgovemed comners of the world.
And -- as Truman and his colleagues predlcted -- in tandem with a consistent security policy and
growing respect for human rights, the world has become substantlally more prosperous, stable and
peaceful. : f o0
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:
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CHINA FROM REVOLUTION TO REFORM
China, of course, took a very different road.

With the Communist revolution in 1949, it shut the doors it had once tentatively opened to the world.

oM INN A-R7 DN
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. its revolutionary role in the Pacific reglon

i

Among its new leaders' first steps were to expel forelgn businesses from' Chma, and to bar direct
economic contact behueen Chinese private citizens and the outside world.-Inside China were similar
policies - destruction of private internal trading networks hnkmg Chinese cities and villages, abolition of

. private property and land (mrnershlp,1 and of course suppression of any right to object to these policies.

And all this had 1ntemat10nal effects as well: Asm s largest nation had little stake in prosperity and
stability -- in fact, saw advantage in warfare and revolution -- beyond- 1ts| borders.

f
{

f
! 1

In essence, the commitment of our postwar leaders to collective secunty, open markets and human rights -
made up a coherent vision of a peaceful and open world. And China's rejectlon of these concepts in the
Maoist era made up an equally coherent and con31stent policy. Its economic isolation in the 1950s and
1960s can be separated neither from its dlmlmshmg space for md1v1dual life and freedom at home nor
I

l

:

" China's domestlc reforms since the[1970s have helped undo this 1solat10n integrating China into the

Pacific regional eeonemy as they opened opportumtles for Chinese at home. And American trade policy
over 30 years -- frpm the hﬁlng of the trade embargo in 1972, to our Commercial Agreement and grant
of Normal Trade Rel ations in 1979| to more recent agreements on market access, intellectual property,
textiles and agnculture -- has worked w1th this trend, to create trade Opportumtles for Ameneans, and

support reformers in China: f

CHINA ACCESSION

f : ’
i B
: L !

The bilateral agreement we reached with China last November is the Culmmatlon of this patient, detailed
work. Itis-a comprehensxve agree{ment eovermg the spectrum of industrial goods, services, farm
products, unfair trade practices, and all the barriers to American exports.

‘

tu

In services, China's markets will open for dlstnbuuon, teleeormnumcatlons financial services,
professional, bufsmess and computer services, motion pictures, env1ronmenta1 services, accounting, law,
architecture, constructlon travel and tourism, and other industries. Here we take advantage of some of
the trading system newest features in the WTO's Agreements on Fmancml Services and Basic
Telecommunications. J , ¥

)
1
| ' |
. ¢ .
! ) . '
[

- The Financial Services Agreement, covermg nearly $60 trillion in bankmg, insurance and securities

transactions each year, is history's largest single trade agreement ever. Though it went into force justa -
short time ago L. the little fellow's first birthday was just last Wednesday -- it has already helped
American banks, securities firms and i msurance compames expand operatlons and find new market

~ opportunities, through ownershl‘p of and mvestment in foreign banking institutions, brokerage and

insurance sectors, as well as through cross-border trade. Its direct value is already becoming evident in

8/22/004:57 PM.
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statistics: in 1998, Ame ricans exporte’:d $13.7 billion worth of financial services; and while we do not
have final figures for 1999, as the Flnancxal Services Agreement went 1nt0 effect, this may have grown
fully 10%, to about. $15 billion.

The Agreement on Basic Telecomm{umcanons is equally sngmﬁcant Opemng world markets in a sector
dominated for 60 years by monopolies and promotmg pro-competitive regulatory principles, in just two -
years, it has eroded the ability of dominant carriers in foreign countries to keep rates artificially high and -
depress demand for telecommumcanons services and electronic commerce. It has already, for example,
helped bring down’ rates to levels as'low as 10 to 20 cents per minute, for calls between the U.S. and
countries such as J apan and Mex1co ;

: i
; ;
. . o
"o
.

These are commitments China will accept as well. In some services fields -- for example, audiovisual --
China joins only a{ very few countries in makmg market access commitments. In some of them, including
through part1c1pat10n in the Basic Telecom and Financial Services Agreements it will open markets now
almost entirely closed -~ as w1tnes§ the rather pathetic total of $49 mllhon in financial service exports to
China in 1998 To look at the financial mdustry

L
| P !

- Today, only two U.S. insurers op!erate in Chlna s market. China reserves the right to deny licenses on .

almost entirely a‘}bltrary grounds, | to restrict operatlons to particular cities and to terminate existing rights

when it chooses to do so. With W|T0 accession, China agrees to award licenses solely.on the basis of

prudential criteria, with no eéconomic-needs test or quantitative limits on the number of licenses issued;

progressively eliminate geographlc limitations within three years, and permit internal branching as these

restrictions lift. Further commmncnts will enable foreign insurers. to offer group, health and pension

lines of msuran(%e viithin five years for non-life insurance, branch and joint-ventures at 51 percent equity

share are pemnt{ted on accession,|and wholly-oxmed subsidiary wlthm two years. And for life insurance,
joint ventures are penmtted with the partner' of choice at 50 percent equity share upon accession.

i

Y
¥
[

- The status quo in bankmg is eq!ually restrlctlve Foreign banks cannot now conduct local currency
business with Chmese clients, and only a few can engage in local currency business even with foreign
businesses or 1nd1v1duals As in the case of insurance, China also i imposes severe geographic restrictions
on the estabhshme nt of foreign banks. With this agreement, China commits to full market access in five
years for U.S. lf)anks China WlllJ allow internal branching and provide national treatment for all newly
permitted activities. It will allow lo¢al currency business with Chingse enterprises starting two years

after acc:essmnf and with Chinese 1nd1v1duals after five years. '

b / .
-And in securl.itiels, China will I’Jermit minority. foreign owned joint ventures to engage in fund
management on t the same tenn§ as Chinese firms. Minority joint ventures will be allowed to underwrite
domestic equity issues and underwrite and trade other securities (debt and equity). As the scope of
business expaind* for Chinese ﬁrms forelgn joint venture securities companies will enjoy the same

expansion in scope of busmess; And China will hold regular consultatlons with the U.S. Treasury -

| ; ’ ,
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Department under the auspices of our Joint Economic Commission w1th China. The purpose of this is to
exchange information and assist theJ development of China's financial and capital market.
' f

.
t

And our bilateral agreement deals with our concerns in each other sector too.

A

i : o
For manufacturing, China will cut industrial tariffs from an average of 24.6% in 1997 to 9.4% by 2005.

. China will also eliminate all quotas and discriminatory taxes. And of critical importance, in virtually all
products it will allow both foreign/and Chinese businesses to market, distribute and service their

- products; and to import the parts and products they choose, free of requlrements to go through

government mlddlemen

t
'
v ‘
1

In agriculture, onU.S. priority products tanffs drop from an average of 31% to 14% by 2004. China will
also expand access for bulk agncultural products through tariff-rate quotas agree to end import bans,
cap and reduce trade-distorting domestrc supports, eliminate export subsidies, and abide by the WTO's
Agreement on Samtary and Phytosamtary Standarcis

|«'
i

4

And the agreement strengthens protection of American workers and busmesses agamst unfair trade
practices, import surges, and mvestment practices intended to draw jobs and technology to China. It
addresses state enterprise pohcres forced technolo gy transfer, local content, offsets and export
performance requirements. It prdvrdes, for a 12-year period, a special product-specific safeguard to
address market-disrupting import surges from China. And it strengthens our antidumping laws by
guaranteeing our rlght to use special non—market economy methodology to address dumping for 15 years

after China's accession to the WTO. ; L |;,
E,' i

The results of this agreement w111 be rapid. Immedlately on accessron to the WTO, China will begin
openmg its market in virtually every sector. The phase-in of further concessions will be limited to five |
years in almost all cases, and in many cases one to three years. And the work ahead for China -- bilateral
market access agreements wrthl several other WTO members, most: notably the European Union, and a
multilateral negotiation on additional rules should strengthen the already very strong accession
agreement we ne gotlated Jf

l
1
' f
f
b

All these commitments are fully enforceable, through our trade laws through WTO dispute settlement
through periodic multilateral revrew 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 complrance and enforcement in h13 budget last month, and of course

through other mechanisms such as the spemal ann—dumpmg and antl -import surge remedies.

'
{

f
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PERMANENT NORMAL TRADE RELATIONS !

|

By contrast to this historic set of commltments we do very little. We. make no changes whatsoever in
our market access policies; in a natlonal security emergency, in fact, we'can withdraw market access
China now has. We change none of | our laws controlhng the export of sensmve technology. And we

B
o
| |

1
i
i
f
i

i
i

1 . : . .
But we have one obligation: we must grant China permanent NTR or ri'sk losing the full benefits of the
agreement we negotiated, 1nc1ud1ng broad market access, special 1mport protections, and rights to
enforce China's commitments through WTO dlspute settlement. In terms of our China policy, this is no
real change NTR is simply the tariff status we have given China since the Cartér Administration; and
which every Administration and ev'ery Congress over the intervening 20 years has reviewed and found,

even at the periods of greatest straiP in our relationship, to be in our fundamental national interest.
. [ |

l

S
o
i

But the legislative grant of permanent NTR isi critical. All WTO members including ourselves, pledge to
give one another permanent NTR to enjoy the benefits available in one another's markets. If Congress
were to refuse to grant permanent NTR our Asian, Latin American, Canadian and European competitors
will reap these benetits but Amen(;:an farmers and factory workers, as well as service prov1ders might

~well be left behind.

70f9

- from China. . l

i .
| N

WTO ACCESSION AND CHINESE REFORM

| - o
And the costs of U.5. retreat at this most crmcal moment would go well beyond our export and trade
interests. As even the brief revmw [ have given indicates, China's conimitments go well beyond sharp
reductions of trade barriers at the border China will: '

'
§

i
H

- For the first time since the 19403, permit forelgn and Chinese busmesses to import and export freely.

!

- Reduce, and in some cases remove entlrely, state control over lnternal distribution of goods and the

pI'OVlSlOIl of services.

i
i

- - Enable, agam for the first time since the 19405, foreign businesses to participate in information
~ industries such as 1elecommumcat10ns mcludmg the Internet. «

| :

l
- And subject gove; rnment demsxons in all ﬁelds covered by the WTO to impartial dispute settlement
when necessary. L :

i
|

i
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These commitments are a remarkable victory for economic reformers in Chma They reform policies
dating to the earliest years of the con[lmumst era They 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 a judgment -%— still not universally shared within the Chinese government -- that
prosperity, security and internationall respect will come not from the static nationalism, state power and
state control China adopted after the/war; but rather economic openmg to and engagement with the
world, and ultimately development of the rule of law. -

J
And internationally, the WTO accession will deepen and speed a process of integration that has helped
China become a more integrated, re§p0n51ble member of the Pacific community. Over thirty years, as
China has reformed its economy and opened to the world, its stake in the region's stability and prosperity
has grown. At the same time, Chma[s economic reforms have helped to move its government away from
the revolutionary foreign policy of the 1950s and 1960s, and towards a positive and constructive role in
maintaining peace on the Korean Peninsula, in the Asian financial crisis, and as a member of the UN
Security Council. ‘ | '

1

WTO ACCESSION AND AMERICAN STRATEGY

T hat it is why WTO accession forms part of the answer to the question! posed by Qu Yuan 2300 years
ago, with respect to the ways in which our very different countries can find the accommodations
necessary to peace and stability. ’ * f :

) i

We should never imagine that a tralde agreement will cure 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 Talwan Strait four years ago; as we are domg at the UN Human Rights

Commission. But this is only part of our approach; as Theodore Roosevelt said of his Open Doer Policy
to China in the first years of the 20th century o

.
i

|
o U o | Sl | ‘
"We must insist firmly on our rights; and China must beware of persisting in a course of conduct to

which we cannot honorably submit. But we in our turn must. recogmze our dutles exactly as we insist
upon our rights." ‘ : ,

11

! . {
i t

) . . i«

) '

In this spirit, we recogmze how nr'xportant a stable and peaceful relatlonshlp with China is -- for the
Chinese, for the world, and for An.nenca -- and how fundamental is our responsibility to act upon shared
interests and mutual benefit. We saw this responsibility clearly in the jAsmn financial crisis. We see it in

I z ' L $/22/00 4:57 PM
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the maintenance of peace on the Korean pemnsula the envxronmental problems of the Pamﬁc and we
have seen it for over 2 quarter century, in trade!
}

i
H
b
i
. , ,l
i L
i .

Each step since 1972 has rested upon concrete Amencan interests; helped to promote reform and the rule
of law within China; and integrate Chma in the Pacific economy. Thus,.each has strengthened China's
stake in prospenty and stability throughout Asia. Together with our Pacific alliances and military
commitments, in tandem with our advocacy of human rights, 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. And China's WTO accession, together with permanent NTR will be the most significant -
step in this process for many years. |

CONCLUSION |
E L
-

‘So, if we have the confidence and t]he v\nsdom to make the right ch01ce, we open an extraordinary set of

possibilities. . A :
i !
I
| |

A new and fundamentally improved trade relationship with the world's largest country, which offers

practical, concrete benefits to comr:nunities throughout America: stronger guarantees of fairness for our-
working people and businesses; new export opportunities that mean jobs and growth.
.' } . ) ’ . .

1
i

e
»

A decisive step toward deeper and sw1fter reform within China, strengthemng the'rule of law; offering
new opportunities and hope for a better life to hundreds of millions of Chinese; and makmg China a
country freer, more open to the wo rld and more responsive to the rule: of law than it 1s today.

i

{

Anda relauonshlp with the world'sI largest natlon which may have moments of tension and volatlhty, but
in which we also act to ﬁnd common ground and strengthen hopes for; ppeace.

-
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.
i

i =

Thank you very much.
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China's WTO Accession; America's Choice
: I
|
Ambassador Charlene Barshefsky
U.S. Trade Representative |
| National Association of Counties

Washington, DC

March 6,2000 -
|

D
!

Thank you all very much. It's a plc‘asme to be. back before the NACo I very much enjoyed my last visit
with NACo's plenary a couple of years ago. I would like to begin by acknowledgmg those county
officials who have played a leadmg role on international trade issues, most recently by participating in
the Global Centers Forum this past December, organized jointly by NACo and the U.S. Conference of .
Mayors. The purpose of the forum was to highlight the importance of’ metropohtan areas as engines of -
economic growth through trade anld to share counties’ and cities' strateégies for success, and rhany NACo
members participated. . R : o

H
f o

j B

- Let me give special recognmon to NACo Premdent C. Vernon Gray, Pre31dent-elect Jane Hague,

Executive Wayne Curry of NACo's Large Urban County Caucus, and. King County Executive Ron Sims
for their leadership on this. Ron also serves on USTR's Intergovennnental Policy Advisory Committee
on trade, a federal ttade committee which advises myself and the President on trade issues. I also would
like to acknowledge other fmndsI at NACo, such as Past President Randy Johnson of Hennepin County,
and Executive Director Larry Naz}ike | G

i ol

It is my great pleasure to be here :with you today, because as county g'ovemment leaders you live and
work with the Americans, on the| ljob and onthe farm, shaping today's international economy; and you
see first-hand the potential of trade policy to create new oppommltles and strengthen guarantees of
fairness for Americans. : o ,

USTR INTRODUCTION |

8/22/00 4:57 PM
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Let me begin with a brief introduction of my jdb and the agency I head, and then turn to our central
challenge for the year ahead: China's decision to join the World Trade Organization.

!
i . )
i : I

As U.S. Trade Repres entative, I lead one of the smallest agenmes in govemment We have 178 full-time _
employees and a budget of $26 mllhon which is in fact not much more than the Defense Department
spends on stationery every year. Wlth this we address $2 trillion in U. S. trade with the world. We
negotiate, monitor and enforce hundreds of agreements; and with help and advice from the business,
agriculture, and labor communities, state and local government, non—governmentaE orgamzatlons,
Congress, and the interested public, we develop the American agenda for the future.

! »

Our work Tests on a philosophical behef in open and fair competltlon together with strong standardsto -
ensure protection for our consumers, workers and environment. And at’home we are committed to an
open market which increases cornpetltlon and choice; overseas, we create opportunity for American
businesses, working people and farmers as we remove trade barriers, cut foreign subsidies and fight

unfair trade practices. i :

L
|
i

-Under Pre31dent Clml on, these pnnmples have helped us negotiate nearly 300 separate trade agreements,

including five of truly historic 1mportance the'North American Free Trade Agreement, which cemented
our strategic relationship with our nelghbors Canada and Mexico; the Uruguay Round, which created the
World Trade Organization; and three multilateral agreements on Informatlon Technology, Basic

Telecommunications and Fmanc;laliServwes " : }

i
-
. | | :
In part because of this, our countryé exports gf'ew to nearly a trillion dollars in goods and services last .
year, 55% more than in 1992. And thls in turn, together with strengthened support for education and
fiscal discipline, has played a part in the remarkable record of prosperity, job creation and economic

renewal our country has built in the past decade. ; , N

. 2000 AGENDA
|

|

, .
i

In the months ahead, we will go further, Congress is con31denng legislation to strengthen our trade

rélations with Africa and the Canbl{::ean Basin. It will soon review the contribution our membersh1p in
the World Trade Organization has made to our economic record. And, witha comprehensive agreement
to open China's markets, it will vote on permanent Normal Trade Relations with China. Let me offer you

‘a few thoughts on each of these in t‘um $ i

{ . R
. . PR
i

i ; - .
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1. Africa & CBI
b
!

Cb

o

" To begin with, we are workmg with Congress for legrslatlon to enhance the Caribbean Basm Initiative or
. CBL For fifteen years, CBI has helped to promote growth and drvemﬁcatlon in some of our closest

neighbors; and has this been of extraordinary value in supporting the progress Central America has

made toward peace and democratrzémon We benefit from this as well: the Caribbean Basin was the

destination for $19 billion in Arnerrcan exports last year, making the region a larger market for our

goods and services than countries like France or Brazil. To strengthen CBI therefore is to help the region

continue a remarkable era of progress and to further develop one of our most 1mportant trade

relationships. f _ ‘

i

|

o o o .
The Afnca bill is an equally great opportumty While at present, our trade relationship with the contment
is relatively small, sub-Saharan Afnca with a populanon of approxrmately 640 million people, over 10
percent of the world's population, represents a market of great potenuai for the United States. In a larger
sense, as so many African countrles are makmg economic and political reforms, we have not only an
opportunity but a moral obhgatron to give them support. ;

o

I
;

| i' . ;
‘L k - ; .
That is the background of Presrdent Clinton's broad economic 1mt1at1ve in Africa, combining assistance,
debt relief, and trade agreements Wlth leading reformers like South Afrrca Ghana, Mozambique and

most recently Nigeria. Our pnncrpal goal for this year in Africa policy is Congressional passage of the

African Growth and Opportunity Act (AGOA), This Act, which has now passed both Houses of

Congress, will strengthen each part of our African trade initiative: helpmg African countries find new
markets, strengthening our political dralogues, land encouraging mvestment and development in Africa.

2. WTO & Section 125+ !
| .

f .

' s | o
Congress is also scheduled to make a ﬁve-year; review of our work in the World Trade Organization.
' , ! . S

.

!

{

The WTO has had quite a bit of attention Iately, so rather than grve you a very detailed summary of our

work, let me rather trace it back to its beginnings. The WTO's origins go back to 1948, when the United .

- States, under President Truman, led in creation of the General Agreement on Tariffs and Trade or

30f 10

GATT. President Truman and Europe s democratic leaders acted with the personal experience of
Depression and war. They had seen the Smoot-Hawley Act in America and similar protectionist policies
overseas deepen the Depression and contrlbute to the political upheavals of the 1930s. And fifteen years
later, they believed that by reopemng world markets they could promote growth and raise living
standards; and that as open markets gave natlons greater stakes in stability and prosperity beyond their
borders, a fragile peace would stren gthen ‘ !

¢

8/22/00 4:57 PM


http://www.ustr.gov/speecheslbarshefskylbarshefSky68.html

’ [ - I

| o | hitp://wwwustr.gov/speeches/barshefsky/barshefsky_68.htmi
i s . o

! : o

- a |

The work they began has continued for fifty yéars and their faith in freédom open markets and the rule

of law is abundantly vindicated. Through eight Rounds of negotiations, and as 112 new members joined

the 23 founders, we abandoned the }closed markets of the Depression era and helped to generate

unprecedented wealth and economic growth over the last five decades ~

.
|

. !
1 sl
:

Today, the WTO system of trade rules which succe:eded the GATT in 1995 helps make sure our trading -
partners play by the rules; creates expanded export opportunities for workmg people, businesses and '
farmers; and enables us to gain the 1advantages ‘of imports which keep down inflation, increase consumer
choice and raise living standards, especially for the poorest Americans. The benefits it has brought us are
clear in the remarkable record of growth job creation and rising living standards we have built in the

past seven years. In our ability to prevent a cycle of protection and retaliation in the recent financial

crisis which would have done immense damage to American farmers and manufacturing exporters. And

in the fact that when nations become one another’s customers and 1nvestors they gain stronger interests

in prosperity and stability beyond thelr borders o

T
1

It would be unthinkable and catastrophlc if the U.S. were to isolate 1tself from the global system we
created. At the same time, we must continue t0 ensure that the rules—based system responds to legltlmate
and growing calls for greater openness and accountablhty

b .
‘ V \
_ ONE-W:_JA;Y CONCESSIONS ¢

And that brlngs me to our central policy goal for the commg year: Chma s WTO accession, and
permanent Normal Trade Relations| ,

1
i :
3

In the most basic sense, when we consider Chma s WTO accession and permanent Normal Trade

Relations, we are facing a clear chollce 5 |
: . ‘ ! .

: )
) f
| . :

Last November, aﬁer years of negotiation, we reached a bilateral agreement with China on WTO

accession. [t secures broad-rangmg,lcomprehenswe one-way trade concessions on China's part, grantmg

40f 10

the United States substantially great‘er 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. |' . oy

N

|
| |
S
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One might end a discussion of the WTO accession right there From a purely trade policy perspective, it
would not be wrong to do so; but we must also‘thmk about the wider 1mphcat10ns

1.

/

I

,’ !

In China, we have the world's largest nation; the world's fastest-growing major economy over the past
decade; a country whose future course is central to our interest in a peaceful, stable, prosperous Pacific
reglon and an often repressive govemment with which we have 51grnﬁcant policy dlsagreements And it
is fair to judge the WTO accession in this hght'as well.

v

»

] i
8

i . !
i t i

Our bilateral agreement is, first of all, in the 1nterest of reform and hberahzatlon in China. China's
commitments go well beyond its economic reforms thus far, to address lpohcles that date to the earliest
years of the communist era. As it ]oms the WTO, for the first time smce the 1940s China will:

| o .

i
i

- Permit foreigners and Chinese firms to import freely into China;
S t

- Reduce and in some cases remove entirely, state control over internal distribution of goods and

provision of services; : ! :

i

- Enable foreign businesses to partlupate in information mdustnes such as telecommumcatlons

mcludmg the Internet; and

I
|
i
l
I
4

i

- Subject its’ decmom in all areas covered by the WTO to impartial review, mcludlng throngh formal
dispute settlement wlhien necessary. L ¢

i

| O

This agreement, of course, is nqt by] itself a human rights policy. As we promote these changes, we are -
also sponsoring a resolution in the UN Human Rights Commission condemning China's human rights

record, and sanctioning China as a "country ofiparticular concern” under the International Religious

'
!

|
|

Freedom Act.

i' ;:

But the agreement does represent a: remarkable victory for economic reformers in China. It will give

- China's people more access to information, and weaken the ability of hardlmers to isolate China's public

from outside influences and i1deas. More deeply, it reflects a judgment - although one still not
universally shared in the Chinese government -- that prosperity, secunty and international respect will
not come from static nationalism and state power; but greater integration with the world, rising
economic freedom at home, and ultlmately development of the rule of law. And that is why a number of
leading Chinese dissidents and Hong Kong advocates of democracy endorse WTO membership not only
for its economic value, but as a foundation for broader future reforms.
. , i

| C
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* 'WTO accession is also in America's broader strategic interest. For thlrty years, American trade policy --

* from the lifting of the trade embargo in 1972, to the grant of Normal Trade Relations in 1979, through

6of 10

our more recent agreements on mteljlectual property, agriculture and textiles -- has helped integrate
China into the Pacific and world economies. As China's neighbors became China's customers and
investors, China gained a stronger stake in regional stability and prosperity. Concurrently, it moved away
from a revolutionary foreign policy to play an important and constructive role in such areas as the
maintenance of peace on the Korean peninsula and the Asian financial cn51s

. é.

WTO accession will carry this mucll further. AIlld s0, together with our military presence and our
alliances with the Asia-Pacific demﬂ)crames China's WTO accession will be a factor in favor of a more
stable reg10nal peace in the years to come. i | :

o «

. f
OVERVIEW OF BILATERAL AGREEMENT
| é | |
Let me now turn to the agreement it#elf because as important as it may be for reform and our broader
strategic interest, WTQ accession must ultlmately be judged on its economlc merits. And here, I beheve

it meets the high standards we shoulld set.
C i

: | o
Our bilateral agreement is comprehenswe It covers the full range of mdustnal goods, services, farm
products and unfair trade practices; addressmg the barriers that block' American exports in each of these

sectors. It strengthens American gua‘rantees of fair trade. And it will be rapldly 1mplemented and fully

enforceable. | Co .

| " o
China's industrial tariffs will fall from an average of 24, 6% in 1997 to 9 4% by 2005: Tariffs on
information technology products fall from an average of 13% to zero by 2005; on autos from 80-100% to

I

25%; on wood produms from 10. 6% to 3.8% .

{
o ?

Of equal importance, the agreement addresses other barriers. For example in order to export American

companies, farmers and workers need the ability to import, export and distribute goods in China -- rights

now denied but which the agreement will secure for us. Thus our businesses will be able to export to

~China from here at homne, rather tharll being forced to set up factories there to sell products through

Chinese partners. - 1 :
. . b
| ,
! : A e
? 4 |

In agriculture, tariffs on U.S. pnonty products will drop from an average of 31% to 14% in January

- 2004. To cite a few examples, Chma will cut tariffs on beef from 45% to 12%; on wine from 65% to

20%; on dairy from 50% to. 12%; o l‘peaches and almonds from 30-12%; on shrimp and crayfish from
o o |

I A R : o

‘ : ' o v 8/22/00 4:57 PM


http://www.ustr.gov/speecheslbarshefskylbarshefskL68.html

T7of 10
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30% to 16%. China will also expand access for bulk agncultural products such as wheat, corn, cotton,

rice, soybean oil and cthers, through] tariff-rate quotas that offer dramatic opportunities to producers of

these products and permit for the ﬁr‘st time private trade in these products And China will agree to end

-import bans -- we just saw the first tangible result last week, with China's first purchase of Pacific

Northwest wheat in over sixty years! And China will go on to cap and reduce trade~dlstort1ng domestic
supports, eliminate export subsidies, and base its agrlcultural 1nspect10ns on scrence

I

;
H
'

|
1

In services, the agreement will Open the market for distribution, ﬁnanmal services, telecommunications,
professional, business and computer services, motion pictures, env1ronmental services, and other
industries. In fields such as distribution, telecommunication and several others, this represents the first

i
i

|

A

i

And as we open these markets, we also strengthen guarantees of fair trade for our companies and

working people at home. For example we secure a ban on forced technology transfer as a condition of
investment, together with elimination of other pohcles intended to draw jobs and technology to China,
such as local content, offsets and export performance requirements. We strengthen protections for
Americans against import surges from China. And we guarantee our rlght to use strong measures to fight -

unfair export practices like durnpmg ; L
P lr
| o
* |

- All of this wxll be rapid. Immedlately on accession to the WTO, Chlna w1ll begin opemng its market in

virtually every sector. The phase-in of further concessions will be llmlted to five years in almost all
cases, and in many cases one to three’ years ] o

1
o

: ENFbRCEMENT

And all of this is fully enforceable. Let me expaﬁd on this for a moment. !
i o
i‘ v X

All trade commitments requlre full mlplementatmn and enforcement to be meaningful in practlce Our
previous successes in iraproving intellectual property rights and enforcing textile commitments in China
demonstrate how crucial constant over31ght monitoring, and strict enforcement are in the case of China,
and our trading partners in general. And with China's WTO membershrp, we will gain a number of

advantages in enforcement we do not| Inow enjoy.

1 > E
| | I
First is the WTO dispute mechanism itself. In no, previous agreement has ;‘China agreed to subject its
decisions to impartial review, judgment and ultimately sanctions if necessary.
i : | . V i
i ‘ » B
1: '

| | | | :
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I' ; ' . !}
Second, of course, is our contmued; nght to use the full range of Amencan trade laws, including Section
301, Specral 301, and our. countervathng duty ; and anti- dumpmg laws.

| o

} o

g : :
Thrrd we gain substantial new Ieverage by creating the anti-import surge safeguard as well as
guaranteeing our right to use strengthened antldumpmg methodologies. These features of the accession
will s1gn1ﬁcantly strengthen our abrhty to ensure fair trading practlces

.
i

I,

Fourth, we strengthen our enforcement capab111t1es through the mulnlateral nature of the WTO. The
accession, to begin with, will create a multilateral review mechamsm to monitor all of China's
implementation. And as the comrmtments come into effect, China wxll be subject to enforcement by all
135 WTO members, significantly drmmrshmg China's ability to play its trading partners off against one
another. In previous disputes over complrance with agreements, notably those over intellectual property,
we had to act alone. With China in the WTO, we will work with 134 other members, many of whom will
be concerned about the same issues we raise and all of whem will share our interest in Chmas full
implementation of its commmnents l
Fifth, agreements with Chma are b}est enforced when Chmas obllganons are concrete, specific, and open
to monitoring. Our bilateral agreement thus has highly specific commitments in all areas, clear

‘time-tables for implementation, and firm end-dates for full compllance These allow us carefully to

momtor compliance and present clear ev1denee of failure to comply..
|
S i o
J . ‘ o

Sixth, of course, enforcement of t}us agreement or any other depends on U.S. commitment. We are
already preparing for this through Presrdent Clmton s budget request for new enforcement and
compliance resources at USTR, the Commerce Department, USDA: and other agencies with enforcement
responsibility. This will give us the resources! for the largest memtormg and enforcement effort for any

agreement ever, covering China's obhgatlons in the WTO and also import adrmmstratxon issues such as
dumping and countervailing duties.

t

| i
1 .

- |
Last, under WTO rules, the U.S. retains the right to exclude products made from prison labor, and to
withdraw benefits in a national security emergency. '

i .
PERMANENT NTR

3
I
i
N [

| L o

By contrast to these one-way concessions, we simply agree to continue our present policies. As China

| o . , | 822/00 4:57 PM
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commitments through WTO dlspute settlement

businesses may well be left behmd '
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| o o '

enters the WTO, we make no changes in our market access pohcles We change no laws controlling the
export of sensitive technology, and 11kew15e amend none of our trade laws Our one obligation is this: we
must grant China perrnanent NTR or risk losing the full benefits of the agreement we negotiated,
including comprehensive market ac<|:ess special import protections, and rights to enforce China's

|
¢
!
t
t
1

This is, in terms of our policy towarld China, no real change. NTR is simply the tariff status we have
given China for 20 years; which Congress has rewewed every year and found to be in our fundamental
national interest. But the legislative ugrant of permanent NTR is critical. ,All WTO members, including
ourselves, pledge to give one another permanent NTR to enjoy the benefits of each other's markets. Were
Congress not to grant permanent NTR our competltor -- Japanese automakers, Argentine ranchers,
Canadian wheat growers, European hxgh-tech firms -- will reap these beneﬁts but American farmers and -
|

!
H

BENEFITS FOR AMERICANS' -

o
)

i

If we have the w1sdom and confidence to make! the right choice, in a very short time those of you with

friends and constituents on the factory floor will see export opportumtles and strengthened guarantees of -
fair trade for manufacturing, from steel to autos, agricultural equlpment wood products, and home
apphances l . :

| | o N

1 : ;
Those of you who repx esent university towns and high-tech centers wﬂI see new opportunities for.
semiconductors, software, pharmaceutlcals chemlcals and computers.

And representanves of rural dlstncts will see new markets for your nelghbors on farms and ranches, in
commodities from citrus to wheat, spe01alty products beef, pork, cotton soybeans, rice, dairy and much
more. A !

\
T o o
t o :

CONCLUSION

| B
i

2

v

From the perspective of trade policy, then, this choice is absolutely clear. China offers a set of one-way,
enforceable trade concessions. In retum we are/asked only to confirm the normal trade status we already
grant to China; and if we do not, we run a substantial risk of permanently dlsadvantagmg hundreds of
American industries and their American workers. .

|
|
A
l

E

x : ) ’ . . .
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At the same time, WTO accession wﬂl mean deeper and sw1fter reform ,w1thm China, strengthenmg the

rule of law and offermg new opportumues and hope for a better life to hundreds of millions of Chmese

i
'

i

| But most 1rnportant of all it can help us build a relatlonshlp w1th the world‘s largest nation which may

have moments of tension, but in whlch we also find common ground and strengthen the hopes of the -
next generation for peace. . ‘ ;
1. : ! ’ i

|
That is the opportumty before us. These are thex stakes. And that is why I ask for NACo s active support
as we pursue permanent Normal Trade Relatlons status for China on the basis of this historic agreement.

'
|
:

‘4

N
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U.S. AGRICULTURAL AGENDA AT THE WTO

, P V ~$
Testimony of Ambassador Charlene Barshefsky
. U.S. Trade Representative |
| ; ;
Trade Subcommittee of the Senate Committee on Finance

i

Washington, DC -

; .
'March 7, 2000 !
Lo !

, |
Chairman Grassley, Senator Moy%ﬁhan, Men;bers of the Subcommittée:
‘ , | ;‘ L
Thank you very much for this opporturmy to testify before the Subcommittee on our agenda for
agriculture at the World Trade Orgamzatlon over the coming year. I look forward to working closely

- with you as we move ahead through the launch of agriculture negotiations in Geneva, and completion of -

“lof it

WTO accession for China and othcr prospective WTO members.
B A N {i‘ ‘

I

| iIII\JTRODUCTION
| o

. f ;

To begin with, Mr. Chalrman, agnculture has been at the center of Amencan trade pohcy under

President Clinton. ) . ;
N ! :
American farmets and ranchers eln'e the most competitive and technically advanced in the world. We

produce far more than we can ever eat; and we therefore must have the ability to export to the 96% of
humanity that lives beyond our borders if American farm families are to prosper. American producers

lead the world in commodities pmducts ranging from grains to oilseeds, meat, dairy, fruits and ‘
vegetables, and forest products. Our farmers and ranchers therefore depend on open markets worldwide.

This is clear in the record, with one in three American farm acres producing for foreign markets, with

U.S. export sales close to $50 bxlhon last year, despite a drop from the record levels of 1996 and 1997
due to the effects of the Asian ﬁnanc1a1 crisis and record harvests in several countries.

i
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, Open world agncultural markets are in the long-term interest of our tradmg partners as well, as

experience shows us that an open, fair tradmg*system for agriculture is among the world's strongest

* defenses against hunger. Countries which are open to agricultural trade dlver31fy their sources of supply

-- ensuring that consumers will haxlze reliable access to food at market prices, and helping to guarantee
that natural disasters or other mterruptlons of supply from any one source of food will not mean famine.

l

- ‘ |
AGRICULTURAL TRADE POLICY GOALS
l ‘ o

i i

' When the Administration took ofﬁce however, agriculture was a sector in which trade was more

restricted and distorted than almoslt any other. ' , f

I. i , L
N ) ¥

* Non-tariff measures such as quotas import bans and uncapped vanablc levies effectlvely insulated

inefficient producers from world markets and' could be used to stop all imports. Our trading partners had

" no constraints on their ability to use export subsidies to dump surplus productlon in world markets.

American exporters had no effective recourse to challenge import restrictions that were disguised

protectionist barriers. No limits existed on production submches in agnculture And we had no effective

forum in' which to resolve our dlsputes on these issues.
5 |

Thus, throughout the Adm'mistrati,on we have pursued a strategic program, with our major trading
partners, in our regional trade initiatives, and'in the trading system, to'reform and open agricultural trade.
We have given additional resourcc‘:s to agricultural issues, including the first ever appointment of an
Ambassador-level Special Trade Negotlator for Agriculture. And we have pursued a systematic effort to:

| o o
- reduce tariffs and other barriers to trade; :
- ensure that sanitary and phytosanitary standards are based on science;

i
L

- promote fair trade by reducing foreign eXpo?rt subsidies and trade-distorting domestic suppons;

| . .l o
- ensure greater transparency and falmess 1n state tradmg; and

- help guarantee that farmers and {anchers can use new technologies such as blotechnology, when

evaluated through a fair, transparent and scxence-based approach to regulahon without fear of trade
discrimination. ; }
At the same time; our colleagues at the FDA and the Department of Agriculture are intensifying food

[
'
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inspection at the border, to not only maintain but improve our food safety standards This is especially
important as imports have risen injrecent years, to ensure that the Amencan public w111 have the: world’

safest food supply as we get the benefits of open trade. i
| o

" ADMINISTRATION AGRICULTURAL TRADE RECORD

The results of this work are substantial. |
, | !

|
1

[

Open:ing World Markets

|

l

With the passage of the North Arrilerlcan Free Trade Agreement in 1993 we won preferential access to
our immediate nelghbors Asa relsult our agncultural exports to Mex1co and Canada have grown by
nearly $4 billion since 1993. Together, these two countries -- with a. total population of 120 million --
now buy over a quarter of our agricultural exports and provide American farmers with at least a partlal
shield against overseas economic|crisis. .
o .
 Bilateral agreements worldwide have also opencd up new opportumtles in a very large range of
commodities. Examples include: |- :

- Beef in Korea;

- Apples and cherries in China; | |
- B | ‘
- Tomatoes and apples in Japan;

- Almonds in Israel; . : o

- Citrus and other fruits in Brazil, Chile, Mexico and other countn'cs"

I
- A veterinary equivalence agreement w1th the European Umon addressmg sanitary issues blocking US
live animal and animal products|

B

I i : !
Our December 1998 agncultural agreement with Canada shows how much practical, real-world value
these initiatives can yield for our farm communities. This agreemcnt addressed a range of market access
barriers, discriminatory regulatoxy policies and sanitary and phytosamtary issues; and since its
.conclusion, our agricultural trade relationship has fundamentally changed.

| |

:
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- Feeder cattle are movmg into Canada in record numbers. Before the agreement, Canada took virtually
no American feeder cattle. So far |thls marketing year, over 170,000 head of feeder cattle, including
114,000 from Montana alone, were shipped to Canada . '

- We have also achicved real market access for hogs. Canada has eliminated burdensome regulatlons and

now allows hogs from states free of pseudorabies to move easﬂy into Canada for slaughter.
: |

L

3
:
{
i

p -
!

- Wheat sales have dramatically increased, wuh shlpments from Montana North Dakota and Minnesota
farmers rising from v1rtually nothmg in the 1997 1998 marketmg year to 303,000 tons in 1998-1999.

.]' Ai ) {

- Under the In-Transit Program for Grains, the U.S. shlpped over 720 000 tons of North Dakota,
~ Montana, and Minnesota wheat and barley on the Canadian rail system since January 1, 1999

B .
- We are making progress on a number of regulatory initiatives as well dealing with Canadian
phytosamtary requirements for wheat, including changes to regulatlons on cereal screenings, karnal bunt,
the elimination of Canada’s barley quota, extension to more states of the ability to ship wheat more on .

the Canadian rail system, and streamlining camplex requirements to export U.S. wheat through
Vancouver. ) } ;

3

| g
Uruguay Round |
! !
; ! ]

l

~ Allof these initiatives, furthermore help us to set precedents and bulld the mternatlonal consensus

necessary for fundamental reform of agnculmral trade through the tradmg system.
1

ThlS is now underway With the compleixon of Uruguay Round in 1995 after forty-seven years of
develapmg the trade system, we began to bring agricultural trade under fair and internationally accepted
rules, in each area crucial to Ame‘ncan agnculture , :

| | L
il l & j
N - | | | B _
- First, through the Agreement on Agriculture the Uruguay Round abolished quotas, ensuring that

countries use only tariffs to restrict imports; and going on to reduce and bind these tariffs. It subjected
export subsidies and trade—dlstortmg domestilc support measures to specxﬁc limits, and reduced them as:

| , o
| o © 8/30/00 3:13 PM
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- Second, through the Agreement on Sanitary !and Phytosanitary Measures, the 135 members of the WTO

agreed to use science-based sanitary and phytosanitary standards to protect human, animal and plant life
and health rather than to bar imports. :

i
P
i

. ; ) H i
|
- Third, the Uruguay Round created an effective, impartial dispute settlement mechanism to address -

- And fourth, all parhmpants in'the WTO agreed to a "built-in agenda" mandatmg further negotiations in

agriculture, as well as services, begmmng this year.

'

| .

; o
Enforcement b
: !

{ .f
) . .

With the Uruguay Round complete, we set up a special momtormg unlt to.ensure full implementation of
these commitments, and we have spent considerable time over the past five years monitoring and - .
enforcing compliance. When we have encountered reluctance to comply with commitments, we have not

hesitated to assert our rights through dispute settlement ‘ -
. i ¥

1

~ In most cases, our trading partnersJ have met therr obligations. However for those cases in which they

have not, the U.S. has used the strong WTO dispute settlement mechamsm to ensure that WTO members
meet their commitments or suffer a penalty for failure. To be specific, we have used the dispute
settlement mechanism in the past four years to enforce the Agnculture and SPS Agreements in thirteen
separate cases from fruit sales to Japan to pork in the Philippines, dalry in Canada, and of course the
still unresolved banana and beef cases with the European Union.

i
[
i
)

:
| %

The banana and beef cases are lmportant not only for their concrete economic importance to American
agriculture, but because they concern fundamentally important prmmples and precedents. Most notably,
these are the only cases in which ai WTO merrtber has not complied with its obligations after an adverse
panel ruling -- in agriculture or anywhere else in the system. We expect full implementation of each
decision and are taking measures to ensure it,. begmmng with WTO-authonzed retaliation against the EU
in the banana and beef cases. ; '

b !

NEXT STEPS
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The Uruguay Round also 1nc]uded a commitment by all members to begm a second set of negotlauons
on agriculture and services in the 'year 2000. We have seen fulfillment of this commitment as -
fundamental to the credibility of the WTO as a whole, in addition to the essential part these negotiations
will play in the reform and opemlng of world agricultural trade. |

| §~ \ . by
i - N

i g
|

Deépite the progress made in the [Uruguay Rgound and elsewhere, agﬁcultural trade remains substantially

- restricted and distorted. Tariffs average 50% worldwide for agrlcultural products. Tariff-rate quotas have

created access for imports, but oﬁen subject to restrictive conditions. The European Union continues to
use export subsidies intensively, dlsplacmg more competltwe producers from cash markets, harming the
interests of American farmers anc}i ranchers and imposing a special burden on agricultural producers in
the poorest countries. Trade dlstortmg subsidies continue to encourage over-production in some key
countries, lowering prices for all ]other producers. State trading enterprises control a large share of world
trade in certain commodities. And the developing application of blotechnology techniques to agriculture

raises new challenges for trade pci;hcy

i
|

IR
i BUILT-IN AGENDA |
| i : s
A ]

Over the course of 1999, we presented formal proposals in Geneva on the range of issues raised; by these
policies, reflecting the advice and goals we received in a range of consultatlons with Congress,
agricultural producer groups throughout the nation, and other interested parties. The WTQ did not, of
course, launch a Round last year. But we are very pleased by the decision its General Council took last
month to farmally open the agnculture and services negotiations to which WTO members committed -
themselves in the Uruguay Round This is essennal not only to the mterests of American agriculture, but
to the credibility of the WTO itself. . o

s .
The General Council's decision calls for the first meeting of the agncultural negonauons to be held on
March 23", At this meeting, in addmon to addressmg procedural issues, including discussions about

.chair, time-frames and the structire of proposals, we will continue our work with other countries to find

common ground on reform objectlves While no deadline for the conclusion of negotiations has yet been
established, the expiration of the peace clause at the end of 2003 should encourage countries to proceed

|
i :
f b

|
f

While the work has just begun, 01{1r fundamental prznmples for agncultural trade reform in these talks are
clear: |
. . i . o

'
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- Eliminate Agricultural Export Subsidies - A principal goal of the U: S will be to completely ehmmate
and prohibit for the future, all agncultural export subsidies. :
| i | O

| a

- Lower tariff rates and. bmd them - this should include reduction and elimination of tariffs, elimination

of tariff disparities, and 31mp11ﬁcat10n of tanff policies, for example in cases where WTO members use
"compound" tariffs that 1nc1ude both ad valorem and cent-per-kilogram tariffs.

! _ ok
.

| \,"'
!

,

i |
- Substantlally reduce trade-distorting domestic supports and strengthen rules that ensure all .

production-related support is subject to discipline, while preserving criteria-based "green box" policies.
'In addition, all trade-distorting supports should be more tightly dlsmphned

ot
| i
- Improve access for U.S. exports under tarlff-rate-quotas by increasing quantities eligible for low-duty
treatment, reducing high out-of-quota dutles and improving d1s<:1p11nes on admmlstratlon of TRQs to
ensure that they offer real market access.

i . H - . .
| ; L
Lt . ; T

- Strengthen disciplines on the operation of State trading enterprises - While state trading enterprises are
subject-to WTO limits on subsidized exports, there are a number of ¢ concems about their operations, and
in particular those of monopoly éxporters These include the p0331b111ty of dlsgulsed circumvention of
export subsidy commitments, an\d anti-competitive practices such as predatory pricing.
| | | l

_ - Address disciplines to ensure éade in agnculmral biotechnology products is based on transparent,
predictable and timely processes. While WTO rules cover trade measures affecting biotechnology
products, we are concerned about the utter collapse of the European ‘Union's approval process for
biotechnology. We continue to work with our industry, Congress and other interested groups in
developing the best approach fm" dealing with this subject bilaterally and in WTO negotiations.

| ' ['
In preparation for more detaxled]proposals we w111 extensively consult with stakeholders and Congress,
and work in tandem with the drafting of a new Farm Bill. We are now continuing our work with
American producer groups and other interested parties to identify pnontles and assessing different  ~
approaches for cuiting tariffs, expanding access for products subject to TRQs, reducing trade- dlstortmg
domestic support, eliminating export subsidies, and disciplining state trading enterprises. We also are
reviewing approaches for dealing with biotechnology. And we are publishing a Federal Register notice
this month soliciting formal con‘nments from the American public at large.

]
At the same time, we continue our support for the launch of a more, broadly-based new Round. Beyond -
agnculture and services, we have pressing needs to address market ; access concerns in industrial

! i
§ |
: 1
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" have applied to join; and each offers us the potentlal to set precedents and develop support for our o
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products, electronic commerce, trade facnhtatlon, and other topics. To build international consensus for

. such a Round will not be a 51mple1 task. However, the outlines can be drawn if WTO members prove
willing to rethink their negotiating positions, ffocus more fully on the shared benefits of the trading

system in creating new sources of growth and opportunity and the shared responsibilities of reaching
these goals, and find the balance tlhat allows us to move ahead. As the President has said, we will keep
working toward consensus; we are willing to'be flexible, and expect our trading partners to do the same.

! E

| REGIONAL INITIATIVES
[ :

] ’ I

| =

[ . : !

A

:
|
i
[

As we prepare for the negotlattons whether focused on agnculture and services or in the broader context
of a new Round, we will proceed with 1n1ttattves which offer concrete ‘benefits to producers and set.
precedents for later multilateral achievement. -

i

i

1 i X . | !
! x
1

i

|

In our regional trade initiatives, for exarnple 'we have already achieved consensus on issues of great
importance to agricultural producers The Free Trade Area of the Americas talks, which began the
drafting of a formal agreement last month, have already achieved a consensus throughout the hemisphere
on elimination of export SubSIdleS] leemse the Asia-Pacific Economlc Cooperation forum, linking 23
Pacific nations, has called for ellmmatlon of tariffs on forest products and for elimination of export
subsidies. , o |-

| L
CHINA WTO ACCESSION |

Of fundamental importance in all future WTO work is the accession 0f new members. Thirty economies
multilateral goals , ‘ |
. - I

i : [

|

China's WTO accession is a case in point. Overall, it represents a comprehenswe and one-way series of
trade commitments. It covers agnculture manufacturing, and services industries such as
telecommunications, finance, the professmns and others. It includes a 12-year product-specific safegua:d
in the event of import surges into our markets, an agreement to continue using "non-market econémy”
dumping methodologies for fifteen years, addresses Chinese practlces intended to draw jobsand
technology to China, and much nfore i g

| -E N

' ¥
.S :
H

~ In every case, the commitments are specxﬁc and enforceable will be 1mplemented rapldly, and hold

China to the same standards we expect of WTO members. With respect to agriculture in particular, we

‘will open China's market for all commodmes of significant export interest to us, and address a range of

S *
} : : - 8/30/00 3:13 PM
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broader policy issues of concern to American producers. To review the results briefly:

| )

B o

- China will cut agricultural tariffs by more than half on U.S. priority products. In the commodities of
top concern to the United States - ‘everythmg from beef and pork to citrus, processed foods, wine and
dairy - tariffs will fall from an average of 31% to 14%. ' 3 :

! !
! [

| ?

. - China will end its system of discriminatorv licensing and import bans for bulk commodities, and will

create market access opp_ortumtreé by establis;hing a WTO-consistent Tariff-Rate Quota (TRQ) system. *

China will establish significant and growing TRQs for state-traded commodities such as wheat, corn,
cotton, rice and soybean oil. Chma has also committed to low, within-quota tariffs of 1-3%, which will
help American farmers take full advantage of the TRQs. And China committed to allow a share of the
TRQs for each comuodity to be 1mported by entities other than state-trading entities, and agreed to
specific rules for the: admrmstratlon of these TRQs. The introduction of private trade - combined with

. increased transparency in the process - will ensure increased opportumtles for American agricultural

!

CXpOI'tS U
' 1

! R ,

|

[ ' :

. l‘ |

- China will grant expanded trading rights - Currently, only eompames that receive spec1ﬁc authorization
from the Chinese government are allowed to import into China. Under the bilateral agreement on WTO

f‘.

. accession, China ha committed to allow any entity to import most products into any part of the country

within three years of accession. A 'select list of products will be partially exempt from this rule and some
trade will be channeled through Chma s state-tradmg enterprises (including wheat, corn, rice and cotton;
state trading will be phased out for soybean oil.) However, specific commitments to end monopoly
xmport status have also been establlshed Additionally, China has commrtted to liberalize distribution

_services for all agricultural products except tobacco, allowmg U.S. companies to distribute and market

their products in China. | ; |

i. ;,

‘ ? , :
- China will eliminate export subsidies. Chma has committed not to use export subsidies for agricultural
products when it joins the WTO. Th:ls commitment will level the playing field in third-country markets
for U.S. exports of corn, rice and cotton, whleh in the past have been dlsplaced by unfairly traded
Chinese exports - | | ,
| ; , .
; l~ ' . ' )
- China will cap and then reduce domestic support. China will first cap and then reduce trade-distorting

* domestic subsidies. The specific levels will bé determined through multilateral negotiations in Geneva

on the Protocol and Working Party report. China also committed to provrde greater transparency to make

| {
I

- China will eliminate smentlﬁcallv unjustified restrictions on U.S. a@cultural products. China has
committed to fully abide by the terms of the WTO Agreement on Samtary and Phytosamtary Measures,

g | ’ S o 8/30/00 3:13 PM
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which requires that all animal, plant and human health i 1mport requlrements be based on sound science -
" not on political agendas or protecnomst concerns.
| |
» |

- Bilateral Agrtcultural Cooperatmn Agzeemcnt Additionally, last- year China and the United States
agreed bilaterally on the terms for removal of long-standing and scientifically unjustified restrictions on
imports of U.S. wheat, citrus and'meat. Under this agreement, Chinese pre-program initiation inspection
teams have visited citrus orchards in Arizona, Florida, Texas and California; and most recently, for the
first time in the modern era, Chma has made‘ a significant purchase: of wheat from the Pacific Northwest.

i : .
I *

; t
I AR
- Strong Provisions Against Unfair Trade and Import Surges. The Agreement explicitly permits the U.S.

to continue using "non-market economy” anti-dumping methodology for 15 years after China's accession
"to the WTO. China has also committed to a strong product-specific safeguard that allows the United
States for 12 years after accessron to restrain' increasing 1mp0rts from China that cause or threaten
market disruption. After that, current U.S. safeguard prowsmns Sectmn 201 - will remain available to
address increasing imports. ]

i

|
Thus our bilateral agreement add'rcsses the full web of trade barners in the China market: bamers at the
border, unfair restrictions on marketlng within China, and unscientific inspection standards. As it goes
into effect, a fifth of the world populanon now largely blocked from buying our agricultural goods -
will become a new market for farmers ranchers and food companies all over the United States; and we

’ wﬂl develop a series of hlgh-quahty precedents in the world's largest nation for future multtlateral talks.

P

1

PERMANENT NORMAL. TRADE RELATIONS

i
i

; | 3 ”;t
As China enters the WTO, we have very few obligations. We make no changes whatsoever in our
. market access policies; in a national security,emergency, in fact, we ¢an withdraw market access China
now has. We change none of our| laws conttolhng the export of sensmve technology. And we amend

none of our fair trade laws. |‘
i o ‘ g

!

|
|

But we have one obhgatmn we must grant Chma permanent NTR or risk losing the full benefits of the
agreement we negotiated, mcludmg broad market access, special 1mport protections, and nghts to
enforce China's commitments through wWTO dlspute settlement. 1

| o
|
Permanent NTR, in terms of our pohcy tnward 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 201years has reviewed and found, even at the periods of greatest strain in
L : o
: ] = i : .
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our relationship, to be in our fundarnental natmnal interest.
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Thus permanent NTR represents ‘httle real change in practice. But the legislative grant of permanent
NTR is critical. All WTO members, including ourselves, pledge to glve one another permanent NTR to

enjoy the beneﬁts available in one another's markets. e
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Ambassador Charlene Barshefsky -
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Good morning, and thank you very much. I am very pleased to be here wuh the Kellogg School this

morning, and for the opportunity to speak and exchange views with you, op one of America's most

1mportant trade and foreign pohcy goals China’s accesswn to the WTO.
. | .

£
i
o

[
!
(DNE—WAY CONCESSIONS
l
4

In the most basm sense, when we consider Chmas WTO accession and permanent Normal Trade

Relations,; we are facmg a clear cholcé : o
[ 1 P
Last November, after years of negotla’tlon we reached a bilateral agreement with China on WTO
accession. It secures broad-ranging, comprehensive, one-way concessions on China's part, opening
China's markets across the spectrum of services, industrial goods and agnculture This agreement

strengthens our guarantees of fair trade, and gives us far greater ability to enforce Chinese trade

!

http://www.ustr.gov/speeches/barshefsky/barshefsky_69.htm!

commitments. By contrast, under the}blll President Clinton sent to Congress last week, 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.
I !

| DEEPER ISSUES
| i
i

[
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One rmght end a discussion of the WTO accession right there. F rom a purely trade policy perspectlve it
would not be wrong to do so; but we mulst also thmk about the wider 1mphcattons

| : ) !

| SR o

China is the world's largest country, and‘ over the past decade the world's fastest-growmg major
economy. The future course of our relattons}np will have great bearing on ‘American security and

strategy in the 21% strategy; and our relattonshlp with China today, as we all know, is free neither of
deep-seated policy disagreements nor moments of tension.

| o : .
. !
[ i -

1

These dtsagreements and pomts of tensmn often dominate the China debate Many ask why we should
proceed with a trade agreement -- even an entirely one-sided trade agreement -- while our differences
“over human rights, security issues and other topics1 remam And given the grawty of our relationship, it is
fair -- in fact necessary --'to judge the WTO accession in their hght And we can begin by tracmg back to
its origins the institution C‘hma now seeks to join. ! !
| ! o
AMERIC}}\ AND THE TRADING SYSTEM
oo o
| ‘ _
i | I
Today s World Trade Orgamzatlon has’ 1ts roots in the General Agreement on Trade and Tariffs, or ,
GATT. And its creation in 1948 reflected the lessons President Truman and his Allied counterparts drew
from personal experience in Depressmm and war.

-I o i
1

One of the failures they had seen in the 1930s was the inability of global ieaders to resist a , cycle of
protection and retaliation, including the ]Smoot Hawley Act in the United States and colonial preference
schemes in Europe, which had deepened the Depression and contributed to the political upheavals. of the
era. Eighteen years later, they believed that by reopening world markets they could restore economic
health and raise living standards; and that, in tandem with a strong and confident security policy, as open
markets gave nations greater stakes in stablhty and prosperity beyond thelr borders a fraglle peace
would strengthen ] :
l .
Et s o
Thus the GATT was one in a series of related pohc1es and institutions that have served us well for nearly
six decades: collective security, reﬂected by the United Nations, NATO and our Pacific alliances;
commitment to human rights, embodled by the Universal Declaration on Human Rights and then a series
of more recent Conventions; economic stabxhty and open markets, mth the IMF and World Bank on the
one hand, and the GATT on the other.

i
I . . oy
o :
| ' - L
|
|
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Our Asia policies today continue to reﬂect these principles. '
| o -
- Our military presence in the Pacific, and alliances with Japan, South Korea, Thailand, the Philippines,
Australia and New Zealand, remain the strongest guarantees of a peaceful and stable region. -
: i | . . H
| : )
y @ : ‘
| L
- Our advocacy of human rights, over thle years, has helped reformers brmg democracy to South Korea,
Taiwan, Thailand, the Philippines and perhaps now Indonesia. .
I

1

. L

: ' i .

- ' i
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.

|

- Our support for IMF recovery programls in Southeast Asia, South Korea and Russia during the ﬁnanc1al
crisis, and our own commitment to an open market policy, helped guarantee these countries the '
resources and access to forelgn markets necessary for rapid recovery, reducmg the international tensions
that accompany economic. - |

‘ I
i
i [
s
o

iﬁ : -

A e : : -
- And our trade policy - under the Clinton Administration, creation of a regional framework for open

~ trade through APEC; nearly 100 specifi¢ market-opening agreements including 38 with Japan, 13 with

South Korea; 20 with the ASEAN state§ and 17 with China; together with work toward normalization

of economic relations with Vietnam, Laos and Cambodia - is helping to create a more open region with

) greater prospects for sustainable growthlm the years ahead.

i
. ! :
;

, | | a .
Stepping back for a moment, half a century of experience has fully vmdlcated the commitment to open
markets we made fifty years ago. Since-the 1950s, global trade has grown fifteen-fold. World economic -
producnon has grown six-fold, and per capxta income nearly tripled. And social progress reflects these
trends: since the 1950s, world life expectancy has grown by twenty years, infant mortality has dropped

by two-thirds, and famine receded from all but the most remote or rmsgovemed corners of the world.
And -- as Truman and his colleagues predlcted - in tandem with a strong and confident security policy

“and growing respect for human rights, the world has become substantlally more prosperous, stable and

peaceful. b | ‘ O
v ‘ ’ ' i : Lo
i }

i
L i

CHINA FROM REVOLUTION TO REFORM
| T i
China, of course, took a very different r?ad after the war. S .

i

i i
With the Communist revolution in 1949, it shut the doors it had once tentatlvel opened to the world
d y op
Among its new leaders' first steps were to expel forelgn businesses from Chma and to bar direct
. | 5
}; D -' . .
i ‘ 8/22/00 4:57 PM
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economic contact between Chinese private citizens and the outside world. Insidé China were similar
policies - destruction of private internal trading networks linking Chinese cities and villages, abolition of
private property and land ownership, ancll of course suppression of any right 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 revolutlon -- beyond its borders

x -
| S
!

| ‘ .
In essence, the commitment of our postwa: leaders to collective security, open markets and human rights
made up a coherent vision of a peaceful and open world. And China's re]ectlon of these concepts in the

- Maoist era made up an equally coherentland consistent policy. Its economicisolation in the 1950s and

- 1960s can be separated neither from its gnmmshmg space for individual hfe and freedom at home, nor
its revolutlonary role in the Pacific regxon o
L
China's domestic reforms since the 19703 have heiped undo this isolation, mtegratlng China into the
Pacific regional economy as they opened opportunities for Chinese at home And American trade policy
~ over 30 years —- from the lifting of the trade embargo in 1972, to our Commermal Agreement and grant
of Normal Trade Relations in 1979, to the more recent agreements on intellectual property, textiles and
agriculture -- has worked with and helped to deepen Chinese reform '
i : Cy

o B
CmNA WTO ACCESSION

i
. i ) R v
The bilateral agreement we reached with China last November thus caps of’ thlrty years of patient,
detailed work. It is a comprehensive agrleement , covering industrial goods, serwces, farm products,
unfaJr trade practices, and all the bamer!s to American exports. o

|

o

|‘
In doing so, it will help China create a more open, efﬁc1ent economy; and help us redress a deeply
imbalanced trade relationship. It reﬂects the best economic principles taught by the Kellogg School, and
the classical Chinese hlstonan Ssu-ma Ch'len, wntmg in9 B.C.: \
I .
* "There must be farmers to produce food _men to extract the wealth of mountalns and marshes, artisans to
process these things, and merchants to cnculate theém. There is no need to wait for government orders:
each man will do his part as he gets what he desires. So cheap goods will go where they fetch more,
while expensive goods will make men search for cheap ones. When all work willingly at their trades,
just as water flows ceaselessly downhill day and night, thmgs will appear’ unsought and people will
produce them without being asked." ; :
1 |
!

i
As it opens China's maxkot to our goods and serv1ces, this is the type of open reformed economy the
|
!
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‘ agreement will help create. . :
: P : s
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- In manufacturing, China will cut industrial tariffs from an average of 24.6% in 1997 to 9.4% by 2005.
China will also eliminate all quotas and discriminatory taxes. And of critical importance, in vu'tually all
products it will allow both foreign and Chmese businesses to market, distribute and service their
products; and to import the parts and pr(?ducts they choose. To choose a few examples of special
importance to Illinois, on heavy agricultural equipment, Chinese tariffs will drop by half, from 11.5% to
5.7%; on semiconductors and telecommunications equipment, tariffs will drop to zero.

|

- In services, China's markets will open %or the full i'ange of industries: distribution, telecommunications,
financial services, insurance, professional, business'and computer services, motion pictures,
environmental services, accounting, law, archltecture construction, travel and tourism, and other
industries. Express delivery firms at O' Hare, Chicago's banks and insurance ‘companies, and others will
be able to set up operations in China; and in fields such as distribution, telecommunication and several
others, China will open to foreign pammpatlon for the first time since the 19403

| T
- In agriculture, on U.S. priority products tariffs drop from an average of 31% to 14% by 2004. China
will also expand access for bulk agncult’mal products -- Illinois wheat or soy-bean oil are examples;
agree to end import bans, cap and reduce trade~dlst0rtmg domestic supports and eliminate export
subsidies. j

- And the agreement strengthens protectxon of Amencan workers and businesses agamst unfair trade
practices, import surges, and investment practices intended to draw jobs and technology to China. It
addresses state enterprise policies, forced technology transfer, local content; offsets and export
performance requirements. It provides, f0r a 12-year period, a special anti-import surge remedy to
discipline market-disrupting import surges from China. And it strengthens our antidumping laws by
guaranteeing our right to use a special non»market economy methodology to address dumping for 15
years after China's accession to the WTO o : :

I

[

; .

i |
All these commitments are fully enforceable through our trade laws, through wTO dlspute settlement,
through periodic multilateral review of Chma s adherence as well as multilateral pressure from all 135
members of the WTO, through 1ncreased monitoring by the U.S., with the President's request last month
for a tripling of funds for China compliance and enforcement in his Fiscal Year 2001 budget, and of
course through other mechanisms such as the Spec1a1 anti-dumping and ann -import surge remedies.

- I

Immediately on accession to the WTO, [Chma will begm opemng its market in virtually every sector. The
phase-in of further concessions will be hmlted to five years in almost all cases, and in many cases one to
three. And the work ahead for China -- bllateral market access agreements with several other WTO

i
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members, most notably the European Umon ‘and a multilateral negotlatlon on additional rules - should
strengthen the already very strong accesswn agreement we negotiated. !

\
! .
i !

« i ! ' o

- PERMANENT NORMAL TRADE RELATIONS

s D

| | -
China will be a WTO member very soonI Its government has committed itself to a faster pace of
‘market- opemng and reform; and to the risks these entail. The only question, ironically, is whether we
will receive the full benefits of their accession as lald out in the very agreement we negotiated. And that
brings me to the questl(m of permanent Normal Trade Relations, or NTR. -

i . ! ' : 1

] \
; i

By contrast to China's historic set of conlunitments we do very little. We make no changes whatsoever in
our market access policies; in a national | security emergency, in fact, we can w1thdraw market access
China now has. We change none of our Iaws controlhng the export of sensmve technology And we
amend none of our trade laws. ! :
I |

, i ; | ,
But we have one obhgatlon we must grant Chma permanent NTR or risk losmg the full benefits of the
agreement we negotiated, including broad market access, special import protecnons, and rights to .
enforce China's commitmeénts through WTO d1spute settlement. In terms of our China policy, this is no
real change: NTR is simply the tariff status we give to virtually all our trading partners; which 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 the periods of greatest strain in our
relationship, to be in our fundamental national interest. ~

| S
l ' .
i

i

But the legislative grant of permanent NITR is critical. All WTO members, mcludmg ourselves, pledge to
give one another permanent NTR to enjoy the full benefits available in one another s markets. If
Congress were to refuse to grant pennaﬂent NTR, our Asian, Latin American, Canadian and European
competitors will reap these benefits but American farmers and factory workers, as well as service ‘
prov1ders would be left behind. | o

i
H

!

i .

I,

| .
WTO ACCESSION AND BROADER ISSUES

i

. I I ) ‘ '
That is reason enough for our commitment to secure permanent NTR. But the costs of U.S. retreat at this
most critical moment would go well beyond our export and trade interests. :

l
f | S o
. i

i
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industries such as telecommumcatlons, 1nc1ud1ng the Internet. o

i
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| | ‘
|
As I noted earlier, it is not only fair but necessary to judge the WTO accession in light of its implications
for reform in China and Pacific security; and when we look beyond the précise commitments China has
made to their deeper meaning, we see that these Amencan goals would be, fundamentally threatened by a

retreat from this historic agreement. i

l !
i _
As even the brief review I have given mdmates, Chma s commitments go- well beyond sharp reductions
of trade barriers at the border. China w111 , o

i i
! Co
)

: !

- For the first tlme since the 1940s, permnt foreign and Chinese busmesses to 1mport and export freely

from China. - : S
) v . ’ - Y

- Reduce, and in some cases remove entirely, state control over internal distribution of goods and the
provision of services. | ‘ ’

i

s
- Enable, again for the first time since the 1940s, forelgn businesses to participate in mformatmn '

l ; !
- And subject government decisions in all fields covered by the WTO to lmpartlal dispute settlement
when necessary.

N o
|

i o

¥ j l' no
These commitments alter policies dating“to the earliest years of the communist era. They are a

" remarkable victory for economic reformers in Chma giving China's people more access to information,

and weakening the ability of hardliners to isolate China's public from outside influences and ideas.
Altogether, they reflect a judgment -- stﬂ] 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 war; but rather economic opening to and engagement with the
world, and ultimately development of the rule of law. That is why some of the leading advocates of -
democracy and human rights in China - Bao Tong, jailed for seven years after Tiananmen Square; Ren
Wanding, one of the founders of China's s modern human rights movement; Martin Lee, the leader of

~ Hong Kong's Democratic Party see thlS agneemenjt as China's most nnportant step toward reform in

twenty years.

i
I .
. t

And mtematmnally, the WTO accessmn wﬂl deepen and speed a process ‘that has been of enormous

. importance to Pacific peace and secunty Over thirty years, as China has reformed its economy and
- opened to the world, its stake in the region's stability and prosperity has grown. Economic reform has

thus helped move its government away from the revolutlonary foreign pohcy of the 1950s and 1960s,
and towards a positive and constructlvegrole in maintaining peace on the Korean Peninsula, in the Asian
financial CI‘lSlS, and on the UN Secunty Council. :

i
l'
H
|

|

We should never, of course, imagine thzizt a trade agreement will cure all o_uf disagreements. When we
| | o
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dlsagree with China we must act with candor and firm assertion of our 1nterests and values - as we have
done repeatedly with respect to Taiwan; |as we have'done in sanctioning China as a country of special
concern under the International Religious Freedom Act; and as will do next week at the UN Human
Rights Commission, when we push for z}resolutloncrmcal of China's record on human rights.

|

But this is only part of our approach As' Theodore Roosevelt said of his Opcn Door Policy to China in

the first years of the 20t century, as we m51st upon our rights, we also recognize how important a stable
and peaceful relationship with China is :- for the Chinese, for the world, and for America. And thus we
see a fundamental respon51b111ty to act upon shared'interests and mutual benefit. We have done so in the
Asian financial crisis; in the mamtenance of peace on the Korean pemnsula and, for over a quarter
century, in trade. j

P
[

]

f ‘
Each step in our China trade policy smcle 1972 has rested upon concrete Amencan interests; promoted
reform and an emerging rule of law’ w1th1n China; and better integrated Chiha in the Pacific economy.
Thus, each has strengthened China's sta}ce in prospenty and stability throughout Asia. Together with our
Pacific alliances and military commitments, in tandem with our advocacy of human rights, and in the
best tradition of postwar American ]eadershlp, trade policy has helped to strengthen guarantees of peace
and security for us and for the world. - ,

-

,'
/ .
And China's WTO accession, together w1th permanent NTR, will be the most 51gmﬁcant step in this.

process for many years.

i
:

} CONCLUSION

]‘ : ‘ o
So, if we have the wisdorn and the conﬁdence to make the right choice, we open an extraordinary set of
possibilities. ‘ | ,

|

|

\

A new and fundamentally improved trade relationship with the world's laxgest country, which offers -
practical; concrete benefits to communities throughout America: stronger guarantees of fairness for our
working people and businesses; new e:s‘(port opportumtles that mean _]ObS and growth.

s .
A decisive step toward deeper and sw1ﬁer reform within China, strengthemng the rule of law; offering
new opportunities and hope for a better life to hunidreds of millions of Chinese; and making China a
country freer, more open to the world, Iand more résponsive to the rule of law than it is today.
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And a relatlonshlp w1th the world's largest nation whlch may have moments of tension and volatlhty, but

in which we also act to find common ground and strengthen hopes for peace.

!
|
t
] ‘
i,
-

.!‘

)
i

I
H

A

f
o
§

http: //www ustr. gov/specches/barshefskyfbarshefsky 69.htm!

|
!
L
|
]

¢

L

That is the oppomlmty before us. These are the stakes. And that is why the Adm1mstratlon is committed

to permanent Normal Trade Relations status for Chma on the basis of this. hxstonc agreement.

Thank you very much.

|
|

!
)
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'Good morning, and thank you very mtixch.
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Let me in particular express my very s;incere thanks to Senator Mitchell fér bringing us to gether today.
As Senate Majority Leader, as an advocate for the people of Maine, and more recently as one of

< America's leading contemporary statesmen, Senator Mitchell has built a remarkable and admirable

record that stretches from envu'onmen]tal policy, to peace in Northern Ireland, and to trade policy. Itis a
record of principle, effective advocacy and patnonc public service. And it is thus my great privilege to
be here at his invitation today to discuss one of America's most important trade and foreign policy goals,
in China's WTO accession and permapcnt Normal Trade Relations. :

I
ONE-WAY CONCESSIONS
L 5

i

In the most basic sense, when we confader Chma s WTO accession and permanent Normal Trade
Relations, we are facing a clear chozcle : -

i

|

i .

| |
i ;
i

|

i
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Last November, after years of ne gotiatioin we reached a bilateral agreement:with China on WTO
accession. It secures broad-ranging, comprehensive, one-way concessions on China's part, opening
China's markets across the spectrum of services, industrial goods and agriculture. This agreement also
strengthens our guarantees of fair trade, ‘and gives us far greater ability to enforce Chinese trade
commitments. By contrast, under the b111 President Clinton sent to Congress last week, 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.

é !
| .

. i
] !
i,

That is the only policy issue now beforei Congress. China will enter the WTO. It will retain its current

market access in America regardless of our debate. The only question now is whether we will choose to
accept the benefits of the agreement we negotlated

i

i
i |

‘ i

l

I

|

|

| :

" DEEPER ISSUES
‘
‘ |

I o

i ; '

One might end a discussion of the WTd accession nght there. From a purely trade policy perspectlve it
would not be wrong to do s0; but we mlilst also think about the w1der 1mphcat10ns

China is the world's largest country, and over the past decade the world's fastest- growmg major
economy. The future course of our relanonshlp will have great bearing on American security and

strategy in the 21% strategy; and our relatlonshlp with China today, as we a.lI know, is free nelther of
deep-seated policy disagreements nor moments of tension. ‘

| . ; ‘ B i "

i | B

These disagreements and points of tensnon often dommate the China debate Many ask why we should
proceed with a trade agreement -- even an entirely one-sided trade agreement -- while our differences
over human rights, security issues and other topics'remain. And given the gravity of our rélationship, it is
fair -- in fact necessary -- to judge the WTO accession in their hght And we can begln by tracmg back to
its origins the institution (“hma now seeks tojoin. _
{ ;
,.

AMERICA AND THE TRADING SYSTEM
|

ﬁ {

!
i

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

| ' . .
| o ' L 8/22/00 5:01 PM
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i

from personal experience in Depression and war.

| | o
i ' o ' ?

One of the failures they had seen in the‘l93()s was the inability of global leaders to resist a cycle of
protection and retaliation, including the Smoot-Hawley Act in the United States and colonial preference
schemes in Europe, which had dcepened the Depressmn and contributed to'the political upheavals of the
era. Eighteen years later, they believed that by reopening world markets they could restore economic
health and raise living standards; and that in tandem with a strong and confident security policy, as open
markets gave nations greater stakes in stablhty and prospenty beyond thelr borders a fragile peace

would strengthen. i
| !

| ‘ '

Thus the GA’IT was oneina series of related policies and institutions that have served us well for nearly
six decades: collective secunty reﬂected by the United Nations, NATO and our Pacific alliances;
commitment to human rights, embodled by the Universal Declaration on Human Rights and then a series
of more recent Conventions; economic stablhty and open markets, with the IMF and World Bank on the '
one hand, and the GATT on the other. | : , o N

!
i
l

!

. Stepping back for a moment, half a cexitury of experience fully vindicates the commitment to open -

markets we made fifty years ago. Since the 1950s, global trade has grown fifteen-fold. World economic.
production has grown six-fold, and per-capita income nearly tripled. And social progress reflects these
trends: since the 1950s, world life expectancy has grown by twenty years, infant mortality has dropped
by two-thirds, and famine receded from all but the most remote or misgoverned corners of the world.
And as Truman and his colleagues predicted, in tandem with a strong and confident secunty policy and

- growing respect for human rlghts, the \iforld has become substantially more prosperous, stable and

peaceful. , l
|

l

- Senator Mitchell summed this up in hlS remarks on the Senate floor as the Uruguay Round Agreements

Act passed in 1994:

b

:
"The economic miracle of the postwar lworld is that with the expansion of mtematlonal trade every
participating nation's economy has grown. Human well-being has reached more people at higher levels
than ever before in our history. The lez}ding benefiqtary of that trend has been the United States."

‘ . .
] o

Our Asia policies today fully reflect th!e fundamerlital principles of past\&?éf American strategy:

- Our military presence in the Pacific, .:':md alliances with Japan, South Korea, Thailand, the Philippines,
Australia and New Zealénd, remainth? strongest guarantees of a peaceful and stable region.

8/22/00 5:01 PM
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I

- Our advocacy of human rights, over the years, has helped reformers brmg democracy to South Korea,
Taiwan, Thailand, the Philippines and perhaps now Indonesia. - :

|
- Our support for IMF recovery programs in Southeast Asia, South Korea and Russia during the financial
crisis, and our own commitment to an open market policy, helped guarantee these countries the
resources and access to foreign markets necessary for rapid recovery, reducmg the international tensions

that can accompany economic suffenng .

- And our Asian trade policy - since 1992 we have created a regional frmnework for open trade through

APEC; concluded nearly 300 specific ma:ket-opemng agreements worldwide and almost 100 in Asia,
including 38 with Japan, 13 with South[Korea 20 with the ASEAN states; and 17 with China; and
moved toward normalized economic relations with Vietnam, Laos and Cambodia - is helping to buxld a
more open region with greater prospects for sustamable growth in the ycars ahead.

! i H

| :

i .

CHINA FROM REVOLUTION TO REFORM

i
|

| |

Chma of course, took a very different road after the war,

i I

i
I

As President Truman and his collcague]s took the first steps toward the postwar miracle Senator Mitchell ,
described, China shut the doors it had once tentatlvely opened to the world. Among its new leaders' first
steps after the revolution in 1949 were to expel foreign businesses from Chma, and to bar direct

economic contact between Chinese pnvate citizens and the outside world. Inside China were similar
policies - destruction of private internal trading networks hnkmg Chinese cities and villages, abolition of
private property and land ownership, and of course suppression of any right 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 wgrfare and revolution -- beyond its borders.

i i

ii‘ , .
In essence, the comm1trnent of our postwar leaders to collectwe secunty, open markets and human nghts
made up a coherent vision of a peaceful and open world. And China's rejectlon 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 1ts dnmmshmg space for 1nd1v1dua1 hfe and freedom at home, nor

its revolutmnary role in the Pacific reglon

o I 8/22/00 5:01 PM
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~ the first time since the 1940s. ;
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| -

China's domestic reforms since the 19708 have helped undo this isolation, integrating China into the

‘Pacific regional economy as they opened opportunities for Chinese at home. And American trade policy

over 30 years -- from the lifting of the trade embargo in 1972, to our Commercial Agreement and grant
of Normal Trade Relations in 1979, to t]he more recent agreements on market access, intellectual
property, textiles and agriculture -- has worked with and helped to deepen Chinese reform.

| |
| f
CHINA WTO ACCESSION

| -

The bilateral agreement we reached w1th China last November thus caps. of ‘thirty years of patient,
detailed work. It is a comprehensive agreement which covers industrial goods, services, farm products,
unfair trade practices, and all the barriers to American exports; which will help China create a more open
and efficient economy; an d whlch will help us redress a deeply lmbalanced trade relationship.

o
'
i i
i .
i ! S

i ! ‘ -
- In manufacturing, China will cut industrial tariffs from an average of 24.6% in 1997 to 9.4% by 2005.

- China will also eliminate all quotas and dlscnmmatory taxes. And of critical 1mportance, in virtually all

products it will allow both foreign and Chmese businesses to market, distribute and service their
products; and to import the parts and products they choose. To choose a few examples: tariffs on
information technology will be eliminated entirely; tariffs on wood products drop from 10.6% to 3.8%,
and to zero if the WTO as a whole agrees to tariff ehmmatlon auto tariffs wﬂl fall from current levels of
80-100% to 25%. :

|
i
|
i

- In services, China's markets will open|for the full range of industries: distribution, telecommunications,

financial services, insurance, professional, business and computer services, motion pictures,
environmental services, accounting, law, architecture, construction, travel and tourism, and other
industries. In fields such as dtstnbutloni and telecom China will open to direct foreign participation for

| | | .
- In agriculture, on U.S. priority products tariffs drop from an average of 31% to 14% by 2004. This
affects every product from beef, where tariffs will fall from 45% to 12%; to lobster, where we cut tariffs
from 30% to 15%. China will also expand access for bulk agricultural products; agree to end import

. bans, cap and reduce trade-distorting domestic supports eliminate export subsidies and base food safety

decisions on science. {‘

{
- And the agreement gives American workers and businesses stronger protection against unfair trade
practices, import surges, and investmert practices intended to draw jobs'and technology to China. It
addresses state enterprise policies, forcfed technology transfer, local content, offsets and export
performance requirements. It provides, for a 12-year period, a special remedy to discipline
market-disrupting import surges from China. And it strengthens our antidumping laws by guaranteeing
|
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|
All 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 compila.nce and enforcement in his Fiscal Year 2001 budget, and of
course through other mechanisms such as the special anti-dumping and anti-import surge remedies.
. i i 1
Immediately on accession to the WTO, China will begin opening its market in virtually every sector. The
phase-in of further concessions will be hrmted to five years in almost all cases, and in many cases one to
three. And the work ahead for China -- bllateral market access agreements with several other WTO
members, most notably the European Umon and a multilateral negotiation on addmonal rules - should
strengthen the already very strong accessmn agreement we negotlated ' :
l g

PERMANENT NORMAL TRADE RELATIONS

P e
i . ‘ i
o

l

i

o ‘ .
[ i e
i,

The question now before us is whether we will take advantage of these commltments

| i i e
1

I

fo

China will be a WTO meimber regardless of the outcome of our debate. There is no doubt of that. Its
government has committed itself to a faster pace of market-opening and economic reform; and to the
risks these entail for an eritrenched pohtlcal system. The only question, ironically, is whether we will
receive the full benefits of their accessmn and the historic agreement we negotiated. And that brings me
to the question of permanent Normal Trade Relations status for Chma or NTR.

N i
| [

{
H

By contrast to China's historic set of coti11hitments; we make no changes whatsoever in our market
access policies; in a national security emergency, in fact, we can withdraw market access China now has.

. 'We change none of our laws controllmg the export of sensitive technology And we amend none of our
trade laws. ‘ -

: i
: l o ‘ o ~
‘We have only one obligation: we must grant China permanent NTR or risk losing the full benefits of the .
agreement we negotiated, including broad market access, special import protections, and rights to
~enforce China's commitments through WTO d1spute settlement. In terms of our China policy, this is no
real change. NTR is simply the tariff status we give to virtually all our trading partners; which we have
given China since the Caiter Admzmstratxon and which every Administration and every Congress over
the intervening 20 years has reviewed and found, even at the periods of greatest strain in our '
| S o
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relationship, to be in our fundamental national interest. | )
; H ) : f J‘ ‘i
: ! | . L.
i .
But the legislative grant of permanent NTR is critical. All WTO members, including ourselves, pledge to
give one another permanent NTR to enjoy the full beneﬁts available in one another's markets. If
Congress were to refuse to grant permanent NTR, our Asian, Latin American, Canadian and Europcan
competitors will reap these benefits but American farmers and factory workers as well as service
providers, would be left behind.

|
WTO ACCESSION AND BROADER ISSUES
: .

That is reason enough for our comm1tment to secure permanent NTR for, Chma But the costs of U.S.

retreat-at this most critical moment would go well beyond our export and trade interests.
1

i E
i

As I noted earlier, it is not only fair but necessary to judge the WTO accession in light of its implications
for reform in China and Pacific security; and when we look beyond the precise commitments China has
made to their deeper meaning, we see that these American goals'would be fundamentally threatencd by a

¢

retreat from this historic agreement. | i

. v

As even the brief review [ have given mdlcatﬁ:s Chma s commitments go well beyond sharp reductlons
of trade barriers at the border. China will: i

- For the first time since the 1940s, permlt foreign and Chlncse busmesses to import and export freely
from China. | { | y

- Reduce, and in some cases remove entlrely, state control over internal dlsmbutlon of goods and the
provision of services. ; : , T

- Enable, again for the first time since the 1940s, forelgn busmesses to part1c1pate in information
industries such as telecommunications, including the Internet :

- And subject government decisions in all fields covered by the WTO to 1mpartlal dlspute settlement

" when necessary. |

] !
l
These commitments alter policies datmg to the earliest years of the commumst era. They are a

remarkable victory for economic reformers in China, giving China's people more access to information,
- and weakemng the ability of hardhnerslto isolate China's public from outSIde influences and ideas.

i
P !
| I
!
i

l7 of 9 8/22/00 5:01 PM


http://wWw.ustr.gov/speechesibarshefskylbarshefskL70.htm

8of9

i .
i http://www.ustr.gov/speeches/barshefsky/barshefsky_70.htm!

-Altogether they reflect a judgment -- stlll not umversally shared within the Chmese govermnment -- 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 economic opening to and engagement with the
world, and ultimately development of the rule of law, inherent in the initiative President Truman began
in 1948, . ! :
|

i . - ] i ) o .
That is why some of the leading advocates of democracy and human rights in Hong Kong and China -
Bao Tong, jailed for seven years after Tiananmen Square; Ren Wanding, one of the founders of China's
modern human rights movement; Martin Lee, the leader of Hong Kong's Democratic Party - see this
agreement as China's most important step toward reform in twenty years

And internationally, the WTO accessmﬂ will deepen and speed a process that has been of enormous
importance to Pacific peace and secunty Over thirty years, as China has reformed its economy and

opened to the world, its stake in the region's stability and prosperity has grown. Economic reform has
thus helped move its government away from the revolutionary foreign policy of the 1950s and 1960s,

. and towards a positive and constructive role in mamtalmng peace on the Korean Penmsula, in the Asian

financial crisis, and on the UN Security Council: |
C |
1
We should never, of course, imagine that a trade agreement will cure all our disagreements. When we
disagree with China we must act with candor and firm assertion of our interests and values - as we have :
done repeatedly with respect to Taiwan; as we have done in sanctioning China as a country of special

concern under the International Religious Freedom Act; and as will do next ‘week at the UN Human

‘Rights Commission, when we push for a resolutlon critical of China's record on human nghts

g N [T
| i L
i |)
!

But this is only part of our approach. ASI Theodore Roosevelt said of his Open Door Pohcy to Chma in
the first years of the 20t century: | b , Py

i, H
| |
"We must insist firmly on our rights; and China must beware of persisting in a course of conduct to

which we cannot honorably subrmt But :we in our turn must recognize our dutles exactly as we insist

upon our nghts

i
¢

i
| !
¢ i
i

1

In this spirit, as we insist upon our nghts we also recognize how lrnportant a stable and peaceﬁ11

relationship with China is -- for the Chmese for the world, and for America. And thus we see a
fundamental responsibility to act upon shared interests and mutual benefit. We have done so in the Asian
financial crisis; in the maintenance of peace on the Korean pemnsula and, for over a quarter century, in
trade. ,

i

8/22/00 5:01 PM


http://www.ustr.~ov/speecheslbarshefskylbarshefsky_70.html

hitp://www.ustr.gov/specches/barshefsky/barshefsky_70.htm

|
l:
|
|

Each step in our China trade policy smce 1972 has rested upon concrete Amencan interests; promoted
reform and an emerging rule of law w1thm China; and better integrated China in the Pacific economy.
Thus, each has strengthened China's stake n prospenty and stability throughout Asia. Together with our
Pacific alliances and military commrtments in tandem with our advocacy of human rights, and in the
best tradition of postwar American Ieadershlp, trade policy has helped to strengthen guarantees of peace
and security for us and for the world. | .

|

| .
And China's WTO accession, together wrth permanent NTR, will be the most srgnrﬁcant step in this
process for many years.{ }‘ R ‘
! | i

|
H

CONCLUSION

Ii

i
i
A
¥
o
u
i

So, if we have the wisdom and the confidence to make the right choice, we open an extraordinary set of
_possibilities. o ’ '

i
A new and fundamentally improved trade relationship with the world's largest country, which offers
practical, concrete benefits to communities throughout America, strengthens guarantees of fairess for
our working people and businesses, creates new export opportunities that mean jobs and growth; and

which caps fifty-three years of patient, drfﬁcult and extraordinarily successful work towards a world of
open markets under law. . :

x
i .

| : Ll
¢ N B [

r ]
A dec1swe step toward deeper and swrfter reform within China, strengthemng the rule of law; offering
new opportunities and hope for a betterlife to hundreds of millions of Chinese; and makmg China a
country freer, more open to the world, and more responswe to the rule of law than it is today.
o .
: '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 fihd common ground and strengthen hopes for peace.

i
|

1

That is the opportunity before us. These are the stakes. And that is why the Adm1mstrat10n is committed
to permanent Normal Trade Relations status for China on the basis of this historic agreement

Thank you véry much. ' 3 : s t
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U.S. TRADE POLICY IN 2000

/‘X‘mbassador Charlene Barshefsky

| U.S. Trade Representative |-
L |
N i

1
| The Department of State

. Washington, D.C.

March 17, 2000

Thank ybu very much, - o

| ' ' |
Let me begin by thankmg ¢ach member of this dlstmguxshed group for coming to the State Department
today, for what I hope will be the first in a regular series of meetings on the trade agenda. I also thank
Ambassador Larson and the Bureau of Economic and Business Affairs for hosting our meeting today.
We have a very active trade policy agendz; for the year ahead. 1 will introduce it briefly, and then we will

have time for Ambassadors to offer their comments and ideas. Following this exchange our reglonal
Assistant USTRs will chair individual sessions to discuss the agenda we have set in each region of the

world in more detail. But let me first say ajfew words'about the circumstances of this meeting, and the
.challenges now before us. ‘

i
i

' PRESENT CIRCUMSTANCES
‘

!

As the trade policy work of this new century begins, we have.the good fcrtune to build upon a very
strong foundation.

; N -
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Over the past six decades, our predeeessors joined to build a fair, open and mutually beneficial trading

system. Their work was slow and marked by occasional setbacks. But at each point, they were able to .
overcome both domestic fears and clashmg agendas recognizing in the words of Franklin Roosevelt

that: : »

l

\

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

[

i

i : R

As we meet today, the beneﬁts of this shared commitment are clear. As we opened the closed markets of
the Depression era, and as the postwar leaders sought to rebuild a shattered world economy through the
GATT system and other initiatives, we !fostered what amounts to a ﬁfty»year economic boom, in which
the world economy grew six-fold, per caplta income nearly tripled, and hundreds of millions of families
worldwide escaped from poverty. Life improved nearly everywhere in the world: since the 1950s, world
life expectancy has grown-by twenty yelars infant mortahty dropped by two~thlrds and the threat of
famine vanished from much of the world

i
And in the recent financial crisis, our shared efforts proved their value once again. In this period of great
suffering for many nations, and great danger for the world, the trading system embodied by the WTO,
together with the network of bilateral and regional trade agreements set up in recent years, prevented the -
type of protection and retaliation that deepened the Depression of the 1930s. Rather, by keeping markets
open, the foundation we have established helped to guarantee to the most affected countries the markets
necessary to a rapid recovery, thus assisting the courageous reform pohcles underway inKorea, =
Southeast A31a and South America. - *, i

|
|
|
'I;‘HE POLICY AGENDA

5

But while we can take justified pride in the accomphshments of the past we must also turn to the new
century and its challenges; and to the areas in which we have not done enough

‘
1. Development and End of the Cold War -
|

20f7 o | ‘ e ' 8/22/00 4:41 PM
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. First, we can do more to ensure that thlS system of ¢ common interest and mutual benefit touches the

entxre world.

| i .
We have an especially 1mportant opportumty in the decision by China to join the World Trade
Organization. This is an event with great importance for reform and long-term growth in China, but also
for its potential to create a more open, stlable and prosperous Asia-Pacific region in the years to come.
Approval by Congress of permanent Normal Trade'Relations status for China is therefore our central
legislative goal in the year 2000. The Pre51dent and every member of his economic and foreign policy
team will devote every ounce of effort necessary to succeed. ;
| 1

s i' =

More broadly, with the end of the Cold War ‘trade policy has an opportumty to support reform and
long-term growth in nearly thirty nations, from the Balkans to East Asia, emerging from the experiment
in communist central planning. WTO accession in partlcular has helped, as the experience of Central
Europe attests, to promote the market economics, transparency and rule of law essential to a modern
economy. We are using these lessons in'our bilateral initiatives as well this year - for example, in our

~ support for the Southeast Europe Trade Preference Act, creating trade and export opportunities for

countries in the Balkans committed to peace and reform; and in our work toward normalization of

economic ties with the three nations of Indochma -~ Vietnam, Cambodla and Laos.

i H . ‘
i o

And an immediate priority is the work we can do to promote development, and in particular to offer
greater support for the least developed nations. This is the foundation of our push for Congressto
complete its work on the bill to further open U.S. markets on a preferential basis to Africa and the
Caribbean Basin, as well as our earlier unilateral decision to expand the Generalized System of
Preferences by over 1700 tariff lines. We continue to note some dlfferences between the House and the
Senate on the final shape of the Aﬁ'lca-CBI leglslatlon but we believe they are differences which can be
overcome, and are looking for a bill w1th the broadest possible scope of beneﬁts for the nations in these
reglons of the world. 1 ; ,

! i

| !

|

More broadly, we can build upon this initiative at the WTO - iogether, itfis to be hoped, with other

- developed nations and more advanced developing countries - to open markets more fully to the products

of the poorest and least developed natlons, and help these countries more fully share in the benefits of
the tradmg system : ‘

. ; ' v
i | ‘)
2. Growth and Rising Living Standards

; i P
] ! R
{

!‘

And as we look at the tradmg system as'a whole, we can do more to raise hvmg standards and promote
growth for the next generation. ,

! ;o
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The world's markets remain in many sectors relattvely closed and dlstorted This is espe(:lally cléar in
agriculture and services, which are at the heart of the trade agenda in this new decade: agriculture
because of the high trade barriers and submdles whlch continue to plague this sector; services, because of
historical monopolies in many countries, and also because in many serv1ces mdustnes trade itself has

| o
; l
‘
|

|

¢

' In both these fields, open markets offer espec1ally important advantages to the world‘s developmg

countries, through both direct new opportunities for farmers, and the economic efficiency and
technological progress open services merkets bring. We are thus very pleased by the WTO's agreement
last month to open negotiations in these'two areas. But we also can do miore in industrial goods; topics

such as trade facilitation and electronic commerce, ‘and in other areas as well

| P . <

i | g

In this connection, we remain committed to the launch of a new global Round of trade negotiations. We
will continue to work with each of your\ governments, and WTO Director-General Moore, to build
consensus for a new Rourd at the WTO. To build international consensus for such a Round.will not be a
simple task: Each of us, as in the past, ﬂas domestic sensitivities; each ofii us has.a responsibility to
overcome them if the Round is to succeed. But whlle this is never easy, ‘the! opportumtles before us are -
also clear. The outlines of a new Round can be drawn if WTO members: accept in the weeks and months

ahead the shared responsibility of success. We are comrmtted to this goal and wﬂhng to be flexible in

reaching it; but if we are to succeed others must be flexible as well. ' ‘; :

| iy
»f |- , Sy
. E |
Our reglonal initiatives - the Free Trade,Area of the Americas; the Pre51dent's initiative on trade and
investment in Africa, the Transatlantic Econom1c Partnership with the EU, APEC, and our work toward -
regional economic integration in the Middle East - w111 likewise all contribute to a more open trading

A
b
I E

~environment with its attendant mcrease§ in prospenty It is especially heartemng that just last month we
* began drafting the text of a Free Trade Area of the Americas, which will reahze Bolivar's age-old dream

ofa Westem Hemisphere united by peace freedom and open trade.
l; SR B P
: | B
3, 21%*-Century Economy e

| .

| A

Third, we must take up the new challenges created by the revolution in seienee and technology.
’ : i: H Vo .

Ai,~

! . P

-:
1 . t !
I

Here we have developed a set- of pnnelples that wﬂl help each of us foster technologlcal advance and

‘win its benefits: A o LR

!‘V\.», ?

1 .
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Finally, we must‘shew ourselves equal to the challehge of reform.
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i

- respect for mtellectual property rights, through the WTOQ's TRIPs Agreement and initiatives we have
begun in such areas as protection of optical media products and end-user software piracy;

i
! i .
1.

- open markets, as in the Agreement on Information Technology and.the proposed ITA II;
- pro-competitive policies in the serv1ces industries, as excmphﬁed by the Agreements on Basic
Telecomrnumcatlons and Financial Serv'lces, and

:
i
|

t
8 . ;

- fair, transparent, science-based regulatery pollc1es that allow new proéucts and methods of trade to

emerge while maintaining hlgh standards of consumer protection.

,
.

| S b
[

‘The coming months will be especially important for intellectual property poliey, as the WTO's TRIPS

Agreement obligations phase in. We are. nmonitoring this process closely, and will work with your
governments as necessary to facilitate the process. At the same time, we are ensurmg that trade pollcy
and IPR implementation réemains sufﬁc1ently flexible to respond to publlc health crlses such as

. HIV/AIDS.

l
Lookmg further ahead we see two major issues of pa:tlcular reluctance to the 215t-century economy.

One of these is the development of electromc commerce. Here we will seek to preserve the principle of
"duty-free cyberspace," with the ultimate goal of a permanent WTO commitment to avoid tariffs on

~ electronic transmissions over the Internet and will continue to pursue the longer-term WTO work

program on rules, mtellectual property on the Net, and other issues.

.
}
i

A second is the application of biotechnology techniques to agriculture. These technologies have

. remarkable potential, for example, to reduce the use of pesticides and ease pressure on land, water and

other natural resources; but also raise consumer concerns which must be met through fair, timely and
science-based regulatory policies. These questlons are a priority for us both in such fora as the
Transatlantic Economic Partnership negoitlatlons and at the WTO. ~

)
i
! | [
i

CHALLENGE OF REFORM

i
'

i
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We live in an age when telecommunications and the Internet, together with improving education, are
challenging old ways of doing business. The public in all our countries is asking more questions about
trade policy, and few of us now can speak, as President Roosevelt did, from personal experience of the
Depression and the contribution misguided trade policies made to it. Lo g

|
Therefore the burden upon us, as we speak with our young people, our men and women on the job, and
our voters about trade policy and its purposes, is somewhat greater. If trade policy is to have the same
foundation of public support in this new era it had in the past half-centurjf each of us must work harder
to make the case for open markets; each |0f us must be willing to listen; and each of us must be willing to
respond to and act upon legmmate crltlcllsms '

| : _ .

| | - - o |

The core vision of the trading system is 1':ight: opening markets in the past decades has sparked growth,
reduced poverty and strengthened peace.. And to begin reversing the work we have done would be
irresponsible and damaging in the extreme. Our report to Congress on the WTO five years after its
creation sets this out in detall :

A ‘ -
But only the Ten Commandments are wntten in stone: everything human can be rev1ewed reformed and
improved. And that is true of the WTO as well. It can do more to promote growth and nsmg living
standards than it does today. It can contrlbute more effectively to worldwide efforts to improve
environmental protection and promote respect for core labor standards. And it must address concerns
about transparency and inclusion, both with respect to the general public and to WTO members who
have felt less able than they should to assert their interests and contribute to decisions. The means by

which to effect these 1mprovements in the trading system are many and varied, but as nations we must
start a dlalogue | S
.

)
|

CONCLI!JSION: THE WORK AHEAD
All the challenges I have outlined this mornmg are complex and difficult. They will reqmre from all of :

us creative thinking, and still more lmportant a sense: cf shared responSbehty

! - |
But as difficult as the work may be, we should be opt’i'mists' Together, over fifty years, we have built a
record of progress toward prosperity, freedom, the rule of law and strengthening peace. As we reflect on

‘our shared aspirations for the future this record of good will and profound accomphshment is our surest

gulde
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' AMERICAN TRADE POLICY AND CHINA'S WTO ACCESSION
Ambassador Charlene Barshefsky

\

U.S. Trade Representatlve Lo

| Los Angeles Town Hall

~ Los Angeles, CA
As Prepared for Delivery

| March 22,2000
i
Good evening. Thank you, Dominic; and let me thank all of you for commg today. It is my great pleasure

to be here to discuss one of America's most important trade and forelgn policy goals: China's WTO
accessmn and permanent Normal Trade Relatlons : ; »

|
QNE-WAY CONCESSIONS

In the most basic sense, when we consider Chlna 5 WTO accession and permanent Nermal Trade

~ Relations, we are facing a clear choice;

; T
; [
!

Last November after years of negotlatlon we reached a bilateral agreement with China on WTO
accession. It secures broad-ranging, comprehenswe one-way concessions on China's part, opening
China’s markets across the spectrum of services, industrial goods and agriculture. This agreement also
strengthens our guarantees of fair trade, and gives us far greater ability to enforce Chinese trade -
commitments. By contrast, under the bill President Clinton has sent to Congress, we agree only to
maintain the market access policies we already apply to China, and have for over twenty years, by
making C}nna s current Normal Trade’ Relat1ons status permanent

8/22/00 4:41 PM
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- That is the only policy issue now before Congress. China will enter the WTO. It will be able to sell in
the American market regardless of our debate. The vote Congress takes in a few weeks will simply be on
whether we will win the benefits of the -agreement, we negotiated -- which as I will note later, extend to
virtually every walk of life, with SpeCIfiC commitments opening China's markets to everything from
films to information techinology, hang ghdcrs and troplcal fish -- or on the other hand, turn them down
and give them to the rest of the world

DEEPER ISSUES

- One might end a discussion of the WTO accession right there. From a purely trade policy perspective, it

- would not be wrong to do so. But it is also I believe, appropriate to think about the wider implications
of this agreement. Because when Cahfonna s Congressional Representatives come to the floor to speak
on the China PNTR question, they will'be discussing not only an economic opportunity for California's
movie studios, farmers and manufacturers, but a strategic question of central importance to our country,
and most of all to the young people who will graduate from California's universities and high schools
later this spring. : :

- The reason for this is smple China is &1e world's 1argest country. Over the past decade, it has been the
world's fastest-growing major economy. And the future course of our relationship will have great bearing

on American seeurity and strategy in the 21% strategy

|

h ! o . .
Our relationship with China today, as we all know, is free neither of deep-seated policy disagreements
‘nor. moments of tension. These often dominate the China debate, and many ask why we should proceed
with a trade agreement -- even an entlrely one-sided trade agreement -- while our differences over human
rights, securlty issues and other topics remain. It is fair -- in fact necessary -- to judge the WTO
accession in their light. And we can begin to see its fundamental nnportance if we trace back to its
origins the institution China now seeks ‘to join.

s , ;
i

AMERICAN POSTWAR STRATEGY

!

Today's World Trade Organization has its roots in the General Agreement on Trade and Tariffs, or
GATT. And its creation in 1948 reflected the lessons Pres1dent Truman and his Allied counterparts drew
from personal experience in Depressmﬂ and war. '

s
i
i
i
¢
{
|
| .

. |
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One of the failures they saw in the 19305 was the mablhty of global leaders to resist a cycle of trade
protection and retaliation, including the Smoot-Hawley Act in the United States and colonial preference
schemes in Europe, which deepened the Depression and contributed to the polmcal upheavals of the era
in Europe and the Pacific. Eighteen years later, they believed that by reopening world markets they could

-restore economic health and raise hvmg standards; and that, in tandem 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 -

‘ .
| i : o
!

: . . ;

Thus the GATT was one 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 Pacific alliances;
commitment to human rights, embodled by the Universal Declaration on Human Rights and then a series
of more recent Conventions; economic stability and open markets, w1th the IMF and World Bank on the
one hand, and the GATT on the other. t :

Steppmg back for a moment, half a century of experience fully vmdlcates the commmnent to open
markets we made fifty years ago. Since the 1950s, global trade has grown fifteen-fold. World economic
production has grown six-fold, and per capita income nearly tripled. Social progress reflects these trends:

~ since the 1950s, world life expectancy has grown by twenty years, infant mortality has dropped by

two-thirds, and famine receded from all but the most remote or misgoverned corners of the world. And
as Truman and his colleagues pred1cted in tandem with a strong-and confident security policy and
growing respect for human rights, the world has become substantially more prosperous, stable and
peaceful. «

Our Asia policies today reflect the ﬁmdamental principles of postwar Aiheriean strategy:

t
1

- Our mlhtary presence in the Pacific, and our alliances with Japan, South Korea Thailand, the
Ph111pp1nes Australia and New Zealand remain the strongest guarantees of a peaceful and stable region.
| .
0
- Our advocacy of human rights, over the years, has helped to support the movement toward democracy
and the rule of law in much of Asia. .
P : T

i
|

- Our support for IMF recovery programs in Southeast Asia, South Korea and Russia during the financial
crisis, and our own commitment to an épen market policy, helped guarantee these countries the
resources and access to forelgn markets necessary for rapid recovery, reducmg the international tensions
that can accompany economic sut’fenng ‘ »

|- o ‘ t
3 ‘ . [
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- And our Asian trade policy is helping ; to build a more open region w1th greater prospects for

sustainable growth in the years ahead: since 1992, we have created a regional framework for open trade

through APEC; concluded nearly 300 specific market-opening agreements worldwide and almost 100 in
~ Asia, including 38 with Japan, 13 with South Korea; 20 with the ASEAN states; and 17 with China; and

rnoved toward normahzed economic relatlons w1th Vietnam, Laos and Cambodla
i . ‘

, . .
. 3. [
o .

‘CHINA FROM REVOLUTION TO REFORM

| T

China, of course, took a very different road after the war.
With the revolution in 1949, it shut the doors it had once tentatively opened to the world. Among 1ts newv
leaders' first steps were to expel foreign busmcsses 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 Imkmg Chinese cities and villages, abolmon of private property and
land ownership, and of course suppression of any right to object to these pohcles And all this had
international effects as well: Asia's largest nation had little stake in prospenty and stability -- in fact, saw
advantage in warfare and revolutlon - beyond its borders -

‘ | . b

oo
¥

In essence, the commitment of our postwar leaders to collective secunty, open markets and human rlghts
made up a coherent vision of a peaceful and open world. And China's rejection of these concepts in the
Maoist era made up anequally coherent and consistent policy. Its economic isolation in the 1950s and
1960s can be separated neither from its dmnmshmg space for mdw1dua1 llfe and freedom at home, nor
its revolutionary role in the Pacific region. -

b :
China's domestic reforms since the 1970s have helped undo this isolation, mtegratmg China into the
Pacific regional economy as they opened opportumties for Chinese at home. This is a trend of immense
1mp0rtance most of all to China's people, but also to American interests in an open, stable and peaceful
region. And thus, American trade policy over 30 years -- from the lifting of the trade embargo in 1972, to
our Commercial Agreement and grant of Normal Trade Relations in 1979, to the more recent agreements
on market access, intellectual property, textiles and agriculture -- has worked w1th and helped to deepen
Chinese reform as they secured specific Amencan trade interests. '

| ' P
The intellectual property issues are a case in point. Five years ago, China was the world's leading
manufactutrer and exporter of pirated moviies and CDs. We identified over sixty separate factories
producing these products. We threatened over $1 billion in sanctions; we won a series of legal and
enforcement reforms in 1995; and we went further with an Action Plan in 1996. Under these measures,
China closed over 64 CD and CD-ROM production lines, destroyed the masters and molds used to
produce these products, seized millions of pirated works, and have contmued to mvestlgate and close

|
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As a result, we have substantially stopped pirate manufacturing and expdrf and are now pushing for
further action on retail piracy. This is an advance of fundamental 1mp0rtance to American interests. But
it is also an advance in a broader sense, helpmg -- as has every step in our trade policy since 1972 -

- China to develop the habits and values of open markets and the rule of law

|

i

THE WTO ACCESSION

! :
}
| . i

The bilateral agreement we reached with China last November on WTO accession is the culmination of

- this work. It is a comprehénsive agreement, covering industrial goods, services, farm products, unfair

trade practices, and all the barriers to Ar:nerican exports. To offer you a look at the details:
: . g o BT

i

t
L

l

- In manufacturing, China will cut 1ndustna] tariffs from an average of 24 6% in 1997 to 9.4% by 2005.
California's information technology 1ndustry will see tariffs on computers and other high-tech equipment
fall from 13.5% to zero. China will alsojeliminate all quotas and discriminatory taxes. And of critical
importance, in virtually all products it will allow both foreign and Chinese businesses to market,
distribute and service their products; anc;i to.import the parts and products they choose.

T

- In services, China's markets are now among the world's most closed. Wlth our agreement, China will
open distribution and telecommunications to direct foreign participation for the first time since the
1950s, financial services, insurance, professxonal business and computer services, motion pictures,
environmental services, accounting, law; architecture, construction, travel and tourism, and other
industries. Our agreement also makes China one of the very few countries making specific

- market-opening commitments for movies and sound recordings, with studios now able to export 20 films

a year.on a revenue- -sharing basis to Chma, and new dlstnbutlon rights for v1deos and sound recordings.
» , | P o A

- In agriculture, on U.S. priority products tariffs drop from an average of 31% to 14% by 2004. This

affects every product from California's oranges and grapes, where tariffs drop from 40% to 12%, to

" Maine lobster. China will also expand access for bulk agricultural products such as cotton, rice, wheat

and others; end import bars; cap and reduce trade—dlstortmg domestic supports eliminate export
subsidies and base food safety decisions.on science. -
I i

. : : i ’ t : .
- The agreement also gives American workers and businesses stronger protection against unfair trade
practices, import surges, and investment|practices intended to draw jobs and technology to China. It
addresses state enterprise pohmes, forced technology transfer, local content offsets and export

1 i
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performance requirements. It provides, for a 12-year period, a special remedy to discipline

market-disrupting import surges from China. And it strengthens our antidumping laws by guaranteeing

our right to use a special non-market economy methodology to address dumprng for 15 years after China

joins the WTO. :

I

|
| : ,
All these commitments are fully enforceable: through the trade laws we have already used to win
passage and enforcement of copyright laws; through WTO dispute settlement -- meaning that for the first
time ever, China has agreed to subject its decisions on these issues to impartial international review;
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 fora
tripling of funds for China compliance and enforcement; and through other mechanisms such as the
special anti-dumping and anti- -import surge remedlcs

3

= i

i
'

PERMANENT NORMAL TRADE RELATIONS

! ! : i !

~ China will join the WTO regardless of the outcome of our debate. What Congress must decide is
- whether we will accept the full benefits of their accession and the historic agreement we negotiated, or

simply give them to our competitors. And that bnngs me to permanent Normal Trade Relatlons status.
|

i ¢ <

By contrast to China's historic set of comrmtments we make no changes whatsoevcr in our market

* access policies; in a national security. emergency, in fact we can withdraw market access China now has.

We change none of our laws controlling the export of sensitive technology. And we amend none of our

trade laws. :

We have only one obligation: we must grant China permanent NTR or risk losing the full benefits of the
agreement we negotiated, including broad market access, special import protections, and rights to
enforce China's commitments through WTO drspute settlement. In terms of our China policy, this is no
real change. NTR is simply the tariff status we give to virtually all our trading partners; which 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 the periods of greatest strain in our

relationship, to be in our fundamental natlonal interest.

i
H
i

! I

But the legislative grant of permanent NTR is critical. All WTO members, including ourselves, pledge to -
give one another permanent NTR to enjoy the full benefits available in one another's markets. If
Congress were to refuse to grant permanent NTR, our Asian, Latin American, Canadian and European
competitors will reap these benefits but Amencan farmers and factory workers, as well as service
prov1ders would be left behind.
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WTO ACCESSION,AND BROADER ISSUES

% Lo . o
‘ o
:

That is reason enough for our commmnent to secure permanent NTR for China. But the costs of retreat
at this most critical moment would go, well beyond our export and trade interests.

0

t
[

B |

As I noted earlier, it is not only fair but necessary ito judge the WTO accession in light of its implications
for reform in China and Pacific secunty And when we look beyond the details of this historic agreement . -
to its deeper meaning, we see that retreat would fundamentally threaten these American goals. As even

the brief review [ have given indicates, China's commmnents go well beyond sharp reductlons of trade
barriers at the border China will:

|
!
i
| ;o

- For the first time since 1.he 19403, penmt forelgn and Chinese busmesses to nnport and export freely
from China. :

- Reduce, and in some cases remove entlrely, state control over internal dlsmbunon of goods and the
provision of services.

|
\

- . - Enable, again for the first time since the 1940s, forelgn businesses to pamclpate in information ‘
- industries such as telecommunications, mcludmg the Internet. As President Clinton has observed, in the
new century, liberty spreads by cell phone and cable modem; with China's Internet usage growing from 2
‘million to 20 million between 1998 and 2000, 1magme what this can mean..
- And subject government decisions in all fields covered by the WTO to 1mpart1al dlspute settlement
when necessary. B} : .

These commitments alter pohcles datmg to the earhest years of the commumst era. They are a _
remarkable victory for economic reformers in China, giving China's people more access to information,
and weakening the ability of hardliners to isolate China's public from outside influences and ideas.
Altogether, they reflect a Judgment -- 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 war; but rather economic opening to and engagement with the
world, and ultimately development of the rule of law inherent in the 1n1t1at1ve Presuient Truman began
in 1948 :

it

| \
| '
That is why some of the leading advocatés of demoéracy and human ﬁghfs in Hong Kong and China-
Bao Tong, jailed for seven years after Tiananmen Square; Ren Wanding, one of the founders of China's
modern human rights movement; Mairtin ‘Lee, the leader of Hong Kong's Democratlc Party - see this
agreement as China's most important step toward reform in twenty years.
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And internationally, the WTO accession will deepen and speed a process that has been of enormous

- importance to Pacific peace and security Over thirty years, as China has reformed its economy and
opened to the world, its stake in the region's stability and prosperity has grown. Economic reform has
thus helped move its government away from the revolutionary foreign policy of the 1950s and 1960s,
and towards a positive and constructive role in maintaining peace on the Korean Pemnsula in the Asian
financial crisis, and on the UN Security | Counc1l i |

We should never, of course, imagine that a trade agreement will cure all our disagreements. When we-
disagree with China we must act with candor and firm assertion of our interests and values - as we have
done repeatedly with respect to Taiwan; as we have done in sanctioning China as a country of special
concern under the International Religious Freedom Act; and as we are doing at the UN Human Rights

. Commission, when we push for a resoluﬁon critical of China's record on human rights.

%

But this is only part of our approach As {I‘heodore Roosevelt said of his Open Door Policy to Chlna in
the first years of the 20t ce ntury: |

|

"We must insist firmly on our rights; and; China must beware of persisting in a course of conduct to
which we cannot honorably submit. But we in our tum must recognize our dutles exactly as we insist
upon our rights.” -

5
1

In this spirit, as we insist upon our rights, we also recognize how important a'stable and peaceful -

relationship with China is -~ for the Chinese, for the world, and for America. And thus we see a

fundamental responsibility to act upon shared interests and mutual benefit. We have done so in the Asian

financial crisis; in the maintenance of peace on the Korean peninsula; and, for over a quarter century 1n
“trade. o

. CONCLUSION C
Each step in our China trade policy since 1972 has rested upon concrete American interests; promoted
reform and an emerging rule of law w1thm China; and better integrated China in the Pacific economy.
Thus, each has strengthened China's stake:in prospenty and stability throughout Asia. Together with our
Pacific alliances and military commitments, in tandem with our advocacy of human rights, and in the .

best tradition of postwar American leadershrp, trade policy has helped to strengthen guarantees of peace
and security for us and for the world. |

i '
'
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And China's WTO accession, together I w1th permanent NTR, will be the most mgmﬁcant step in this

_process for many years..

. | . | ‘
That is the opportunity before us. These are the stakes. And that is why the Administration is committed
to permanent Normal Trade Relations status for China on the basis of this historic agreement.

[
' .

Thank you very much. .
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AMERICAN TRADE PQLICY AND CHINA'S WTO ACCESSION
Ambassador Charlene Barshefsky |
. U;jS. Trade Representative "
Pacrﬁci: and Asian Affairs Council

Honolulu, HI

March 22, 2000

i
Good morning, and thank you very much,

Let me express my sincere 1hanks to Lisa’ Maruya.ma for inviting me to meet with you today. It is my -
great pleasure to be here to discuss one of Hawaii's signal trade opportunities and America's most
important trade and foreign policy goals Ch1na s WTO accession and permanent Normal Trade
Relations. :

ONIF-WAY CONCESSIONS

] L
In the most ba31c sense, when we con31der China's WTO accession and permanent Normal Trade
Relations, we are facmg a clear choice.. ‘ :
Last November, after years of negotlatlon we reached a bilateral agreement with China on WTO
accession. It secures broad-ranging, comprehens1ve one-way concessions on China's part, opening
China's markets across the spectrum of services, industrial goods and agriculture. This agreement also
strengthens our guarantees of fair trade, a!nd gives us far greater ability to enforce Chinese trade
commitments. By contrast, under the bill President Clinton has sent to Congress, 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.
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That is the only policy issue before Congress China will enter the WTO whether or not Congress grants

it permanent NTR. It will continue to export to the U.S. regardless of our debate The issue before us is
narrow: whether we will agree to accept the benefits of China's accession and the agreement we
negotiated, or turn them down and give them to the rest of the world.

1
; i
DEEPER ISSUES
One might end a discussion of the WTO accession right there. From a purely trade policy perspective, it
would not be wrong to do so. But it is also, I believe, appropriate to think about the wider implications
of this agreement. Because when Senators Inouye and Akaka, and Representatives Abercrombie and

- Mink, come to the floor to speak on the China PNTR question, they will be discussing a decision of

great importance not only for Hawaiian agnculture tourism and manufacturing; but a strategic question
of central importance to the scholars at the East-West Center, the officer corps at the Pacific Fleet and
ult:lmately the young men a.nd women whe will graduate from Hawan ] colleges and high schools later

this spring.

{
: | :
The reason for this is very.clear. China is; the world's largest country Over the past decacle it has been
the world's fastest-growing major economy The future course of our relanonshlp will have great bearing
on American security and strategy in the 21St strategy; and nowhere will this be felt more directly than'in
Hawaii. And our relationship with China’ today, as we all know, is free neither of deep-seated policy
disagreements nor moments of tension. | :

!

:
i
: \

These disagreements and points of tension oﬁen dominate the China debate Many ask why we should
proceéd with a trade agreement -- even an entirely one-sided trade agreement -- while our differences
over human nghts security issues and other topics remain. It is fair -- in fact necessary -- to judge the
WTO accession in their light. And we can begm to see its fundamental unportance if we trace back to its
origins the institution Chma now seeks to join. ' -
| =
| o

AMERICA/AND THE TRADING SYSTEM

.
|

Today's World Trade Orgamzatlon has it§ roots in the General Agreement on Trade and Tariffs, or
GATT. And its creation in 1948 reﬂected the lessons President Truman and his Allied counterparts drew
from personal experience in Depression and war. :

8/22/00 4:41 PM
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One of the failures they had seen in the 19305 was the inability of global leaders to resist a cycle of trade
protection and retaliation, including the Smoot-Hawley Act in the United States and colonial preference
schemes in Europe, which deepened the Depression and contributed to the pohtlcal upheavals of the era
in'Europe and the Pacific. Elghteen years later, they believed that by reopening world markets they could
restore economic health and raise living standards; and that, in tandem with a strong and confident
security policy, as open markets gave nations greater stakes in stability and prosperlty beyond their
borders, a fragile peace would strengtheﬁ .

'

i

! o Co
Thus the GATT was one 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 Pacific alliances;
commitment to human rights, embodied by the Universal Declaration on Human Rights and then a series
of more recent Conventions; economic stability and open markets, with the IMF and World Bank on the
one hand, and the GATT on. the other. |

[
H
/ ! )

Stepping back for a moment, half a century of experience fully vindicates the commitment to open

_ markets we made fifty years ago. Since the 1950s, global trade has grown fifteen-fold. World.economic
productlon has grown six-fold, and per capita income nearly tripled. And somal progress reflects these
trends: since the 1950s, world life expectancy has grown by twenty years, infant mortality has dropped -
by two-thirds, and famine receded from all but the most remote or misgoverned comers of the world.
And as Truman and his colleagues predicted, in tandem with a strong and iconfident security policy and

- growing respect for human rights, the world has become substantlally more prosperous, stable and
peaceful ,

4
[

Our Asia,policies today reflect the fundar‘:nental principles of postwér American strategy:

(‘!'

) ’ '
- Our military presence in the Pacific, and our alliances with Japan, South Korea, Thalland the
Philippines, Australia and New Zealand remam the strongest guarantees of a peaceful and stable reglon

i

- Our advocacy of human rights, over the years, has helped to support the movement toward democracy
and the rule of law in much of Asxa !

i
| Do

" .- Our support for IMF recovery programs in Southeast Asia, South Korea and Russia during the financial
crisis, and our own commitment to an open market policy, helped guarantee these countries the
resources and access to formgn markets necessary for rapid recovery, reducmg the international tensions
that can accompany econornic suffermg , V
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- And our Asian trade policy - since 1992‘ we have created a regional framework for open trade through
APEC; concluded nearly 300 trade agreernents worldwide and almost 100 in Asia, including 38 with
Japan, 13 with South Korea; 20 with the ASEAN states; and 17 with China; and moved toward
normalized economic relations with Vietnam, Laos and Cambodia - is helping to build a more open
region with greater prospects for sustainable growth in the years ahead.

|
!
| ‘ ~

' ' | o
CHINA FROM REVOLUTION TO REFORM

China, of course, took a very different road after the. war.

I

. )

\ . : |
[

'

With the revolution in 1949, China shut the doors it had once tentatively opened to the world. 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 lmkmg Chinese cities and villages, abolition of private property and

land ownership, and of course suppressmn of any right to object to these policies. And all this had
international effects as well: Asia's largest nation had little stake in prospetity and stability -- in fact, saw
advantage in warfare and revolution -- beyond its borders. '

|

i
In essence, the commltment of our postwar leaders to collective security, open markets and human rights
made up a coherent vision of a peaceful arld open world. And China's rejectlon 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 dlmlmshmg space for individual life and freedom at home nor
its revolutionary role in the Pacific region.
China's domestic reforms since the 1970sthave helped undo this isolation, integrating China into the
Pacific regional economy as they opened opportunities for Chinese at home. This is a trend of immense
importance most of all to China's people, but also to American interests in an open, stable and peaceful
region. And thus, American trade policy over 30 years -- from the lifting of the trade embargo in 1972, to
our Commercial Agreement and grant of Normal Trade Relations in 1979, to the more recent agreements
on market access, intellectual property, textlles and agnculture -- has worked w1th and helped to deepen
Chinese reform.

1

CHINA WTO ACCESSION
|

\/ 1
I
!

The bilateral agreerrlent we reached with China last November is the culmination of this patient, detailed:
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work. It is a comprehensive agreement, covering industrial goods, services, farm products, unfair trade
practices, and all the barriers to American exports. As it helps China create a more open and efficient
‘economy, it will help us redress a deeply imbalanced trade relationship. To offer you a look at the
details: ‘ :

o L

i ' ' -
In manufacturing, China will cut 1ndustr1a1 tariffs from an average of 24. 6% in 1997 to 9.4% by 2005,
eliminate all quotas and discriminatory taxes, and of critical rmportance in virtually all products allow
full distribution and trading rights.

-

| .
~ In services, Chma s markets will open across the board. In ﬁelds such as drstrlbutlon and telecom Ch1na
will open to direct foreign participation for the first time since the 1940s. In tourism, China will offer
substantial new opportunmes to Hawaii' s leadlng industry, with travel agencres now able to provide a
full range of services for Americans in Chma, such as access to government resorts and major tourist
centers. :

In agriculture, on U.S. priority products tariffs drop from an average of 31% to 14% by 2004. This
affects every product from canned macadamia nuts to papaya, beef, and even ornamental goldfish. China
will also expand access for bulk agricultural products; agree to end import bans, cap and reduce
trade-distorting domestic supports; elimiinate export subsidies and base food safety decisions on science.

!

I

i /
|
:

And the agreement gives American workers and businesses stronger protection against unfair trade
practices, import surges, and investment practices intended to draw jobs and technology to China.

* All these commitments are fully enforceable through a broad variety of means, mcludmg U.S. trade
laws, WTO drspute settlement, multrlateral coordination and other spec1a1 measures.

i
| i
! I
t

PERMANENT NORMAL TRADE RELATIONS

China will join the WTO regardless of tlire outcome of our debate. What Congress must decide is
whether we will accept the full benefits of their accession and the historic agreement we negotiated, or
simply give them to our competitors. And that brings me to permanent Normal Trade Relations status.
4 ‘ -
\ Lo

By contrast to China's historic set of commrtments we make no changes whatsoever in our market _
access policies; in a national security emergency, in fact, we can withdraw market access China now has.
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i

' We change none of our laws controlling the export of sensitive technology. And we amend none of our

trade laws.

1
¢
{
{
i

We have only one obligation: we must grant China permanent NTR or risk losing the full benefits of the
agreement we negotiated, including broad market access, special import protections, and rights to
enforce China's commitments through WTO dispute settlement. In terms of our China policy, this is no
real change. NTR is simply the tariff statiis we give to virtually all our trading partners; which we have
given China since the Carter Administration; and which every Administraiion and every Congress over
the intervening 20 years has reviewed and found, even at the periods of greatest strain in our

- relationship, to be in our fundamental natllonal interest.

|
|
|
i

‘But the lcglslatlve grant of permanent NTR is critical. All WTO members including ourselves, pledge to

give one another permanent NTR to enJoy the full benefits available in one another's markets. If
Congress were to refuse to grant permanent NTR, our Asian, Latin American, Canadian and Eumpean
competitors will reap these benefits but American farmers and factory workers as well as service
providers, would be left behind. . -

WTO ACCESSION AND BROADER ISSUES

i

That is reason enough for our commitment to secure permanent NTR for China. But the costs of U.s.
retreat at this most critical moment would go well beyond our export and trade interests.

| :
As I noted earlier, it is not only fair but necessary to judge the WTO accessmn in light of its implications
for reform in China and Pacific security; ;tnd when we look beyond the precise commitments China has
made to their deeper meaning, we see that these American goals would be: fundamentally threatened by a
retreat from this historic agreement.

[

E

As even the brief review I have given mdlcates Chma s commltments go well beyond sharp reductions
of trade barriers at the border. China wﬂl

/ [

- For the ﬁrst time since the 1940s, permit foreign and Chinese busmesses to 1mport and export freely
from China. .

Ty
H

- Reduce, and in some cases remove enmely, state control over mternal dlstnbunon of goods and the
provision of services. : :

L

|
!
|
’ :
i
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- Enable, again for the ﬁrst time since the 1940s, foreign busmesses to partlclpate in mformaﬂon
industries such as telecommunications, mcludmg the Internet.

- And subject government demsxons in all fields covered by the WTO to 1mpart1a1 dispute settlement
when necessary. 1

| ' R
These commitments alter policies dating to the earliest yéars of the communist era. They are a
remarkable victory for economic reformers in China, giving China's people more access to information,
and weakening the ability of hardliners to isolate China's public from outside influences and ideas.
Altogether, they reflect a judgment -- stlll 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 war; but rather economic opening to and engagement with the
world, and ultimately development of the rule of law, inherent in the initiative President Truman began
in 1948. That is why some of the leading advocates of democracy and human rights in Hong Kong and
China - Bao Tong, jailed for seven years after Tiananmen Square; Ren Wandmg, one of the founders of
China's modern human rights movement; Martin Lee, the leader of Hong Kong's Democratic Party - see -

this agreement as China's most important step toward reform in twenty years.

|
1
PN

-And internationally, the WTO accessioﬁ will deepen and speed a proces,éi that has been of enormous

importance to Pacific peace and: secunty Over thirty years, as China has reformed its economy and
opened to the world, its stake in the region's stability and prosperity has grown. Economic reform has
thus helped move its government away from the revolutionary foreign policy of the 1950s and 1960s,
and towards a positive and constructive: role in ’maintaining peace on the Korean Peninsula, in the A51an
financial crisis, and on the UN Secunty ‘Council.

.‘Q

;i
i

We should never, of course, imagine that a trade agreement will cure all our disagreements. When we
disagree with China we must act with candor and firm assertion of our interests and values - as we have
done repeatedly with respect to Taiwan; as we have done in sanctioning China as a country of special
concern under the International Religious Freedom Act; and as we will do this week at the UN Human
Rights Commission, when we push for ;a resolution critical of China's record on human rights.

i

\
But this is only part of our approach. As Theodore Roosevelt sald of his Open Door Policy to Chma in

the first years of the 20™ century: 3 ‘ ) : o

"We must insist firmly on our rights; and China must beware of persiSting in a course of conduct to
which we cannot honorably submit. But we in our turn must recogmze our duties exactly as we insist
upon our rights." i : ' . R
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In this spirit, as we insist upon our rights, we also recognize how important a stable and peaceful

relationship with China is -- for the Chinese, for the world, and for America. And thus we see a -

fundamental respomsibility' to act upon shared interests and mutual benefit. We have done so in the Asian

financial crisis; in the maintenance of peace on the Korean peninsula; and, for over a quarter century, in

trade. : , :

CONCLUSION |

I o ' ;
Each step in our China trade policy since 1972 has rested upon concrete American interests; promoted
reform and an emerging rule of law w1th1n China; and better integrated China in the Pacific economy. .
Thus, each has strengthened China's stake in prosperity and stability throughout Asia. Together with our
Pacific alliances and military commitments, in tandem with our advocacy of human rights, and in the
best tradition of postwar American leadershlp, trade pohcy has helped to strengthen guarantees of peace
and securlty for us and for the world.

!
i

And China's WTO accession, together w1th permanent NTR, wﬂl be the most 51gmﬁcant step in this
process for many years. , 2

¥

That is the opportunity before us. These are the stakes. And that is why the Administration is committed
to. permanent Normal Trade Relations status for China on the basis of this historic agreement

[
I

Thank you very much.
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USTR AGENDA AND BUDGET REQUEST

Testimony of Ambassador Charlene Barshefsky
United States Trade Representative .
House Appropriations Subcommittee on Commerce, Justice, State

The Judiciary and Related Agencies : |

April 5, 2000

Mr. Chairman and Members of the Subcommiﬁee, thank you for this Qpportunity to testify on the
President's Fiscal Year 2001 budget request for the Office of the U.S. Trade Representative.

i
'

‘I regard itasa great privilege to present this request And I believe thls hearing is especially 1mportant to

us, as this year the President is requesting ari increase of $4.1 million'and 25 full-time career positions
for the USTR. This would be re]anvely minor for almost any other agency, but will be of decisive
significance for us as we open a néw century in trade policy. :

-

| ~ > ,
We are, by preference and tradition, a small and lean agency. Each of our career negotiators has great
responsibility and feels that responsibility keenly. We neither envision, nor wish to see, any change in

that historic identity. But as I look ahead to the responsibilities the next Administration will inherit,

USTR risks an inability to discharge its statutory responsibilities with only the 178 positions we now
have authorized. My testimony will explain this by reviewing our agenda in detail. But let me begin with
a few illustrative points. '

- When I joined the USTR in, 1993 Mr C}lamnan the value of Amenca s two-way trade was

approximately $1.3 trillion. In 1998 our two-way trade total topped $2 trillion for the first time, and this
year it may reach $2.5 trillion. '

i

- In 1993, the world trading system embodied by the General Agreement on Trade and Tariffs had a
limited set of essentlally unenferceable rules that applied dlfferently to different members. Today s WTO .
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is a comprehensive set of rules which are enforceable and apply to every single member; its coverage
now extends to agriculture, services, high-tech fields and other issues; and it has a strong dispute
settlement mechanism which we have used in 49 cases to preserve and enforce our rights. At the same
time, the WTO has agreed to open a new set of negotiations on agriculture and services, and we are also
carrying on negotiations toward the accessmn of 30 prospective new members

i
- Our network of trade agreements has grown by nearly 300 and covers each part of the world. Together
with this, we have opened the first major discussions on the links between trade policy, environmental
and labor issues, and launched new reglonal trade initiatives in Africa, Asm Europe, Latin America and
the Mlddle East. :

TRADE PHILOSOPHY AND NEGOTIATING RECORD

To more fully illustrate this, let me now turn to a detailed review of our mission, our negotiating record
over the past seven years and our agenda for the future.
USTR's mission of opening markets, expanding trade, and enforcing trade laws and trade agreements

reflects trade principles dating to the era of Franklin Roosevelt, under which ten Administrations have
worked toward an open world economy under the rule of law. The Clinton Administration's policies

" have been fully in accord with these principles, seeking in the President's words to negotiate agreements

that help us create "more growth and more trade, with better protection for workmg people and more
sensible environmental policies."

This work has extended to every part of the world and every major issue related to trade. Since 1993, we
have concluded nearly 300 separate trade agreements, covering all of our major trading partners: these
include 38 market-opening agreements with Japan, 17 with the European Union, 20 with Canada, 13
with South Korea, 20 with the ASEAN states, and 17 with China; 22 Bilateral Investment Treaties; and
numerous sectoral agreements with key trade partners. We have addressed the major trade issues of
concern to Americans, including a specml focus on hlgh technology, fundamental improvement in world
intellectual property standards, and opening the first major discussions on the links between trade policy,
environmental and labor issues. And looking ahead, we have launched major trade initiatives in Africa,

|

Especially notable among these achievements are six agreements of historic importance, which together
have reshaped the world trade environment. These are the North American Free Trade Agreement,
which has helped our exports to Canada and Mexico grow by $122 billion since 1992; the Uruguay
Round, which created the World-Trade Organization and began the :.vifc}rk of bringing agriculture and
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services fully into the trading system; the global agreements on Information Technology, Basic
Telecommunications and Financial Services, which together have a scope greater than the Uruguay
Round itself; the WTO's commitment to duty-free cyberspace; and most recently our bilateral agreement

- with China on WTO accession; which will dramatically open the world's largest nation to American
exports. | :

RESULTS SINCE 1993

| ‘ :
These pohcy achievements, in turn, helped catalyze a 55% expansion of' Amerlcan goods and services
exports since 1992, to a record level of $958.5 billion last year. This strong export performance is
especially important, as export-related jObS typically pay 13-16% above the average U.S. wage. Together
with domestic policy measures such as ‘the improvement of fiscal discipline since 1993 and increased
investment in education, by opening markets advancing the rule of law -and prornotmg competition, our
trade policy has confributed to a record of: <

.
P

{

* Growth: The U.S. economy has grown by $2.1 trillion or 28.7%, from $7.2 trillion in 1992 to $9.3
trillion in 1999. To put this figure in context, only two countries in the world apart from the
United States have a GDP totalmg $2 trillion or greater. :

* Jobs: U.S. employment has grown by nearly 21 million _]obs, as unemployrnent levels dropped
from 7.3% to 4.1% This is the lowest unemployment rate since J anuary 1970. :

¢ Rising Livmg Standards: American living standards are rising,~ as hourly Wages for nonsupervisory
“workers are up by 6.2%. At the same time, openness to imports has helped to keep inflation low,
broaden choice and improve consumer prices especially for basw household necessities. This is
especially important for the poorest families. : :

J Investment and Industrial Growth: Since the mid-1990s, U.S. non-residential business investment
has risen by 10.4% per year. Since 1992, U.S. industrial growth 1s up 40.5%, including growth in
manufacturing production of nearly $400 billion. By comparison, Germany's total 1ndustna1
growth in the same period was only 6.3% and Japan s 3.6%.

« Shared Benefit: Amencans have broadly benefitted from our expansion, with poverty rates falling

to the lowest level measured since 1979, and unemployment at record lows for African-Americans

and Hispanics. . ,
A final, and very important, point to note is that in the past seven years the United States' share of world
forelgn direct investment has sharply increased, with foreign countries 1nvest1ng well over $500 billion
in America between 1994 and 1998. Many had expressed fears that a more open world would promote
investment in countries with lower waiges or weaker labor and environmental standards. In fact, it
appears that the United States - with our high standards - remains a very attractive investment
destination.
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NEXT STEPS

Our responsibility is to build upon these achievements as we look ahead to America's place in the world
economy of the 21% century. 'Expansioh of trade will remain crucial to growth and technological
progress for our nation and rising living standards for our people, and a étrong trade policy will in turn
be essential to expand trade and advance the principles of fairness, transparency and opportumty which
allow us to succeed. In this work, crmcal goals include: :

" e Continue our progress toward oﬁen and fair world markets, through leadership in the World Trade
Orgamzatmn on the accession of new members and the newly begun negotiations on agriculture

and services; and broad, substantlal initiatives with all our major tradmg partners in each region of
the world;. :

* Continue an active bilateral agenda, to solve trade problems and enhance exports;

* Advance the rule of law and defend U.S. rights by ensurmg full comphance with trade agreements
and strongly enforcing our trade laws

. Encourage the full participation of all economies, including ecorlbmies in transition and
developing nations, in the world trading system on an equ1table basis;

» Ensure that the trading system helps lay the foundation for the 2lst~century economy by offermg
maximum incentives for scientific and technological progress
» Ensure that trade policy complements and supports our efforts to protect the world environment
_and promote core labor standards overseas; and ‘
¢ Advance basic American valucg: including transparency and acceiséibility to citizens and
involvement of civil society in the institutions of international trade.

With the United States better prepared for economic leadership than at any other time, and than any
other nation, we look forward to a successful and productive year, bringing further advances in our
nation's economic strength and standard of living in the years ahead. A detailed look at our record and
pnormes follows. =

'
s N

I. GROWTH AND RISING LIVING STANDARDS
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Each element in our trade policy contributes to the broader goal of an open world trading environment
governed by the rule of law, which is cru01al to our country's prospects for growth and rising living
standards in the new century. We pursue this goal through multilateral negotlanons at the WTO, and

. through bilateral, regional and sectoral negotiations.

i

THE WORLD TRADE ORGANIZATION
A strong, healthy trading system is cruéial fo America's economic and security interests. The efficiency
of our industries and the high living standards of our families reflect both the gains we receive from
open markets abroad and our own open-market policies at home, as well as from the framework of rules
we have designed to ensure that Amerlcan products receive fair and predlctable treatment around the

i [
i

, . i

Work at the trading system has thus been central to the Administration's trade policies. Here, in ratifying

the Uruguay Round Agreements which created the WTO on January 1, 1995, Congress took a step of
immense significance: helping to expand the rule of law, through a system applicable to all members;
creating a strong dispute settlement mechanism, strengthening our ability to enforce our trading partners'
commitments; broadening those commitments both to further open industrial markets and to cover areas
covered only partially or not at all, including agriculture, services, and intellectual property; and
lowering barriers to create new opportunities for our industries and workers. -

This was a step of great significance for all countries which participéteé in the WTO, but America, as the
world's largest exporter and importer, has benefitted perhaps most of all from this work. And since then
our work at the WTO has been central to some of our most important strategic trade policy goals.

|

Since 1995

' Our recent Five-Year Report to Congress contains a detailed and comprehensive review of the work of

the WTO since 1995. More briefly, for the purposes of this hearing, let me note that the WTO has been

“crucial to strategic American goals including:

i

I . i

Building the 21%t-Century Economy - The WTO has been at the leading edge of our strategy to capitalize

on American technological leadership as we build the economy of the 21% century. Through landmark
agreements on Information Technology Products, Basic Telecommunications, and Financial Serv1ces as
well as the electronic commerce "duty—free cyberspace" commitment WTO members made in 1998, we
have opened markets and preserved freedoms in areas where the United States is the world's most

i

i
1
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competitive nation, helping to spur mvestment reduce costs to consumers and foster technological

advance. These are discussed in more detall in the "21%*-Century Economy" section below.

i

End of the Cold War - Ten years afier the fall of the Berlin Wall, the transition economies - those nations
in Asia and Central and Eastern Europe: ‘making the transition from commumst central planning regimes

to market economics - have made remarkable progress. This owes a great deal to the WTO's role in
promoting economic reform and integration into world markets. As we help these countries integrate

into rules-based world trade, we both support internal reform and strengthen peace by giving their people
better economic prospects, and their gO\;/emments greater interests in world prosperity and stability.

j
!

Thoée nations which have completed thé; transition - for example, Poland, Hungary and the Czech

~ Republic - have found that the WTO's ptinciples of transparency, open markets and rule of law are also

those which help economic reform succeed. Since 1995, six more transition economies have had the

same experience: Slovenia, Bulgaria, Mongoha the Kyrgyz Republic, Latvia, and Estonia. The work is
likely to accelerate this year, as Georgia is soon to enter and the accessions of Albania and Croatia are
near completion. We also have made significant progress with. Armenia, Lithuania and Moldova; and

held fruitful discussions with Russia and Ukraine. And (as is discussed in more detail below) in 1999 we
completed an historic bilateral agreement on WTO accession with China. -

This work extends well beyond the transntlon economies, of course. In the Middle East, for example,
Jordan has completed its negotiations to enter the WTO. We have made significant progress with Oman,
and held important discussions with Saud1 Arabia. In Asia, we have completed our negotiations with
Taiwan. And we also have made mgmﬁcant progress with Vanuatu in the Pac1fic

Promoting Development and Economic Opportunity in the Poorest Countries - Our work at the WTO is
also of crucial importance to the promotion of economic growth and sustainable development in the
world's poorest nations. We have worked intensively, for example, with African and CBI nations to
ensure that they can participate fully in the trading system, and to offer these natlons new opportunmes
for market access. '

World Economic Stability: The WTO al$0 has strengthened the world's ability to address economic
crises. During the Asian financial crisis, for example, the respect WTO members showed for open
market commitments helped to prevent a cycle of protection and retaliation similar to that of the

‘.Depresswn era, ensuring affected countries the access to markets they needed for recovery, and

mmlmlzmg damage to American farmers and manufacturmg exporters.

Next Steps
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The coming year marks an 1mportant turning point for the multllateral tradmg system. Three areas in

particular will be central to our agenda
. N

First of all, we are developing the negotlatmg agenda of the future. Per the existing commitment made in
the Uruguay Round, WTO members have agreed on the openmg of formal negotiations on agriculture

and services. These are the sectors in which world markets remain most distorted and closed, and in
which the opening of trade will mean perhaps most to future prospects for rising living standards,
technologlcal progress, and sustamable development across the globe. And we have set ambitious goals

in each.

In agriculture, the WTO Agreement on Agnculture w1th binding comnntments on market access, export
subsidies and domestic support, prov1des the basis on which to pursue further agrlcultural reform. We
are now working with other countries to ensure negotiations in Geneva focus on substantive reform
proposals such as eliminating export 'subsidies; reducing tariffs; expanding market access opportunities
for products subject to tariff rate quotas (TRQs), including better d1301plmes on the administration of
those TRQs; reducing 1rade-dlstort1ng domestic support levels; and ensuring that the operation of

* agricultural state trading entities are more market-oriented. We also want to ensure access for
biotechnology products by ensuring that regulatory regimes are open transparent, science-based and
subject to due process. i :

In services, we are developing negotiating proposals for a wide range of sectors where our companies
have strong commercial interests, including energy services, environmental services, audiovisual
services, express delivery, financial services, telecommunications, professional services, private
education and training, private healthcare travel and tourism, and other sectors of great importance to
the American economy and in pamcular its high-tech sectors. Broadly speaking, our objectives are to
further remove restrictions on services trade and ensure non-discriminatory treatment. We also need to
‘ensure that the commitments we obtain accurately reflect our companies' rapidly changing range of
commercial activities, and reflect the many different means U.S. service providers use to meet the needs
of their foreign customers, in partlcular as electronic commerce and the Internet develop and change
international commerce. :

Beyond these mandated negotiations, we have pressing needs to address market access concerns in
non-agricultural products, electronic commerce, issues related to trade and the environment, trade and
labor, trade facilitation, transparency in government procurement, and other topics as well. Thus, while
there are a number of different options for proceeding with trade liberalization beyond agriculture and
services, we are working to build consensus for a new Rcund :

o
i

To build such a consensus will not bt;a a simple task. However, the outili'n'es can be drawh, if WTO
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~ - Intense bilateral negotlatlons with our tradmg partners in South Korea and the Association of Southeast
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members prove willing to focus more fully on the shared benefits of success and ﬁnd the balance that
allows us to move ahead. As the President has said, we will keep workmg toward consensus. We are
willing to be flexible as our dlscuss1ons continue. But success-depends on ﬂexxblhty on the part of our
»tradmg partners as well.

|

Second, we are focusing intensely on!; implementation of agreements. With the WTO now five years old,
the transformation from the General Agreement on Tariffs and Trade is nearly complete, as
commitments and concessions agreed in the Uruguay Round on such areas as Intellectual Property
Rights Protection, Customs Valuatloﬁ Trade-Related Investment Measures and Industrial Subsidies near
full implementation. As noted in the next section, we are monitoring WTO members' implementation of
these commitments closely, and will not hesitate to use our dispute settlement rights when necessary to
ensure compliance. 1

Third, we are working towards institutional reform of the WTO. Our agenda here will center on the need
for greater transparency - both extcmé.lly, in terms of citizen access, and internally, in terms of the ability
of all WTO members to participate fully in the work of the system. This i is also discussed in more detail

later in this testimony. :

|
:
¥

| i
'

REGIONAL AND BILATERAL AGENDA

|
|
!

i

Together with and complementing ouf; focus on the World Trade Organization has been a bilateral and

regional agenda covering each part of the world and our major trading partners.

. ASIA-PACIFIC

Nearly a third of all U.S. trade is with the A31a-Pac1ﬁc reglon Here we have some of our most
significant opportunities, and also some of our most complex trade pchcy challenges In response, we
have pursued a strategy with the followmg major goals:

i

i -
- Opening the Chinese market and norrhalizing trade ties with China;
- Market-opening and deregulation in J;apan;

Asian Natxons (ASEAN)
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- Normalizing economic ties with the region's other transitional economles including Mongolia,

Cambodia, Laos and Vietnam; ; _ .
|

- Reducing trade barriers and strengthening our trade dialogue with In‘dié‘ and

- Developing a broad commitment to open reglonal markets through the Asia-Pacific Economlc
Cooperation Forum (APEC) |

A review of our-progress and future goals in each area is as follows.

-China

This year, our top trade pohcy pnonty is the completlon of China's WTO accession, and the approval of
permanent Normal Trade Relation (NTR) status for China.

Since 1992, our trade pohcy goals have been to open China's markets to, Amerlcan expotrts, support ‘
Chinese domestic economic reform, land integrate China into the Pacific and world economies. We have
- used a variety of means to achieve these goals, 1nc1ud1ng commercially meaningful agreements in such -
fields as-agriculture, textiles and 1ntellectual property that open opportunltles and strengthen guarantees
of fair trade for Americans.

"This culminated last November in 01!1r historic bilateral agreement on'China's accession to the WTO.

When implemented, this agreement will open the Chinese economy to the world more fully than at any
time: reducing and eliminating barriers to the American exports and strengthemng guarantees of fair
trade for American businesses and worklng people. It is an agreement, as the President has stressed, in
the fundamental American economic and national security interest, and also in the interest of reform in
China.

Our bilateral agreement is comprehenswe It covers tariff and non- tarlff barriers to U.S. exports of
industrial goods, agricultural products and services. Specific rules address import surges, anti-dumping
and subsidies practices and requirements for export performance, local content, offsets, and technology
transfer. Market opening will begin from day one once China completes its accession. The phase-in of
China's commitments will be 11m1ted to five years in almost all cases; and in many cases to one to three
years. These commitments are specific and enforceable through WTO d1spute settlement, U.S. trade
laws, and other special mechamsms‘ :
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The full benefits of this agreement, of course, will require extensive monitoring and enforcement. With
permanent NTR in place, WTO accession will substantially strengthen our enforcement capability with
respect to China, for example through WTO dispute settlement, our ability to work with 134 other WTO
members instead of acting alone, multilateral monitoring, and our own trade laws. We also are preparing

. for the largest monitoring and enforcement effort ever given to any trade agreement, as part of President
Clinton's request for new enforcemerit and compliance resources at the USTR, the Commerce '
Department, USDA and other branches of government with enforcement responsibilities. This effort will
cover China's obligations in the WTO and also import issues such as dumping and countervailing duties.

By contrast to these historic commitments, WTO accession for China requires no changes whatsoever in
our current market access policies toward China, and preserves our right to withdraw market access for
China in the event of a national security emergency. Likewise, we amend neither our laws controlling the
export of sensitive technology, nor our trade laws. But we must grant China permanent NTR or risk

- losing the full benefits of the agreement we negotiated, including broad market access, special import
protecuons and rights to enforce China's commitments through WTO dlspute settlement

All WTO members, including ourselves, pledge to give one another permanent NTR to enjoy the
benefits available in one another's markets. If Congress were to refuse to grant permanent NTR, our
Asian, Latin, Canadian and European competitors will reap these beneﬁts but American farmers,
businesses and workers would be left behind.

. Japan

With Japan, our largest Asian trading partner and the world's second-lafgest'economy, we have worked
throughout the Administration to promote reform, market-opening and deregulation that will both create

" opportunities for Americans and helpito restore health to the Japanese economy. Thus, the Clinton
Administration's comprehensive approach to economic relations with Japan, established under the
United States-Japan Framework Agreement at the beginning of the Administration in 1993, addresses
sector-specific barriers and underlymg structural obstacles in the J apanese market, as well as-
mMacroeconomic issues.

Since 1993, the United States has concluded 38 market-opening agreements with Japan in such sectors.

as telecommunications, medical technology, autos, agricultural products and insurance. The

Administration has placed top prlorlty on monitoring Japan s 1mplementat10n and enforcing U.S. rights
“under these agreements. |

|
In 1997, the Administration complemented this approach with the launch;of the U.S.-Japan Enhanced

“y
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Initiative on Deregulation and Comfaetition Policy to address the regulatory obstacles that impede market
access in key sectors of the Japanese economy. The initiative has made substantial progress in
deregulating and opening to competition the telecommunications, housing, energy, financial services,
pharmaceuticals and medical dev1ce§ sectors. This year, we are working toward further progress under
this Initiative. We have made progress in a number of areas, including housing, energy and distribution.
However, due to lack of progress in the field of telecommunications were unable to conclude the
package in March. We will continue to work on these issues in the months ahead, as we prepare for this
year's G-8 meeting in Okinawa. .

|
The Administration's multifaceted approach to Japan, has resulted in a 20% increase in U.S. exports to
Japan. Between 1993 and 1997, before the onset of Japan's recession, U.S. exports to Japan increased by
more than a third, with exports in those sectors covered by bilateral agreements growing two and a half
times as fast as overall exports to Japan. Japan was also the largest purchaser of U.S. prlvate services

exports in 1998 (latest data avarlable) accountmg for 12.5% of total U.S. pnvate services exports. These
gains are particularly significant glven Japan's continued economic recession.

The United States and Japan reached two major new trade agreements in' 1999. First, in May 1999, the
United States and Japan announced a package of new Japanese deregulation measures that substantially
expands on the progress made in the first year of the Enhanced Initiative. Second, we concluded a new

 bilateral telecommunications procurement agreement in July 1999 that ensures open, non-discriminatory,
and transparent procurement by the four successor Nippon Telegraph and Telephone (NTT) compames
which together are the largest purchaser of telecommunications equrpment in Japan.

. I : -
Finally, in order to explore the underlying causes of the 1998 steel surge, the United States and Japan
. initiated a bilateral dialogue on steel. While import levels have fallen recently, the Admlmstratron
remains concerned with structural issues in Japan, suchas possible obstacles to competition and
restructuring in Japan's steel market, which may have contributed to the oversupply of steel.
i

This work will continue in the year 2000, as we place a high priority on greater access for U.S. goods

and services, promoting deregulation and structural reform, and advocating greater use of

pro-competitive policies throughout the Japanese economy. We will continue to utilize bilateral

consultations, WTO negotiations and drspute settlement, and the Asra-Pacrﬁc Economic Cooperation
forum (APEC) to achreve our market ¢ opemng objectives.

Other Asia-Pacific Trading Partners and APEC -
|
Over the past seven years, the Clinton 'Administration has worked to build a broadly more open regronal |
Asia-Pacific trading enwronment through regional negotiations beglnmng with the historic Asia-Pacific
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Economic Cooperation forum (APEC) Leaders Meeting in Seattle in. 1993 the opening of markets in
Korea, ASEAN, India, Australia and other major trade partners; work toward full normalization of trade
relations with the three nations and 100 million people of Indochina; strengthened rule of law
region-wide, with a special focus oni lintellectual property; and economic hberahzatlon in the aftermath
of the 1997-99 Asian financial ¢ CI‘ISlS

{
|

Spe01ﬁc accomphshme nts here include the landmark Information Technology Agreement begun in
APEC and adopted by the WTO in 1997; 13 bilateral agreements to open markets to beef, automobiles,
pharmaceuticals and other products i ln South Korea; 20 bilateral agreements with the members of the
Association of Southeast Asian Nathns (ASEAN); normalization of economic relations with Mongolia;
completion of Bilateral Commercial Agreements with Cambodia and Laos (with NTR still pending for

- Laos and granted for Cambodia) and jour negotlatlon of an agreement in principle on market access in

12 of 34

Vietnam last year. o ;;

i
i

The APEC Leaders Meeting also inatilgurated a program of regional discussions on trade liberalization.
This has included sectoral initiatives as well as a broader commitment under the Bogor Declaration of
1994 to "free and open trade in the region" by 2010 for developed countries and 2020 for developing
countries; programs on trade facilitation, electronic commerce, and otherissues; and the building of
consensus on tariff liberalization in 15 other industrial sectors

|

These efforts have been complicated by the unprecedented economic crisis which struck Asia between
1997-1999. The region has begun its recovery, with all countries in the region beginning to register
positive growth in 1999. This rapid recovery was in no small part due to the structural reforms
undertaken in many of the economies most affected by the crisis, as well as the region’s abiding
commitment to retain open market policies as agreed in the WTO and national policies as well. This
enabled trade in the region to expand in 1999, and avoided a destructive spiral of protectionism such as
that which damaged the world economy in the 1930s.

As the region emerges from this crisis, it is crucial that economic and structural reform proceeds. Our
trade policies will generally support this goal. We will work to ensure that APEC continues making
specific and concrete strides toward ach1ev1ng its goal of open markets in the region, and just as
importantly, to continue to play a leadmg role in the global trading system, by acting as a catalyst for
multilateral trade liberalization. We also will continue workmg with our individual trading partners, and -
closely monitor the trade and investment reforms set out in the International Financial Institutions (IFT)
stabilization programs in the region. Effective implementation of these reforms are not only central to
continued recovery in a number of Asia Pacific economies, but have implications for'a number of areas
critical to regional trade, such as improved market access, transparency, economic deregulation,

- attracting investment efficiently, and allocatmg public and private resources based on market disciplines.

i . ' r

WESTERN HEMISPHERE
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The 1990s marked a revolutionary shift in the Western Hemisphere's trade debates. As nations
throughout the Americas strengthened consensus on democratic government and open markets, we
fundamentally strengtliened our trade relationships with our closest neighbors, to a point at which 45%
of our trade is now with this region. More broadly, and perhaps even more significantly, the region's
success in democratizing government and building commitment to market-based economies has helped
replace old and sterile debates with a new consensus for hemispheric unity and shared prosperity.

| :
North American Free Trade Agreement

|
At the outset of the Clinton Adminis%ration, we completed negotiation otL, and secured Congressional
approval for, the North American Free Trade Agreement (NAFTA). This created the world's largest and
most comprehensive free trade area; 1t is also the first agreement to mandate cooperation to protect the
environment and workers' rights, and prowde sanctions for ineffective enforcement of labor and
env1romnental commitinents.

Since the NAFTA, trade among the three signatories has expanded by more than 85%, including goods
export growth of $76 billion to Canada and $46 billion to Mexico. Since! 1998, Mexico has been our
second largest trading partner after Canada. And as this agreement has gone into effect, we have made
additional gains in our relationships with Canada and Mexico, including agreements on softwood
lumber, magazines and agricultural m{arket access for cattle, wheat and other products in Canada.

| : ' z

The work continues, as we attach a hi'gh priority to full and effective implementation of the NAFTA. We
maintain oversight and management of the Agreement through a comprehensive trilateral work program
involving more than 25 different committees, working groups and their subsidiary bodies. The
Department of Labor and the Environmental Protection Agency respectively coordinate the work of
implementing NAFTA's side agreements on labor and the environment: Overall direction to NAFTA
implementation is provided by the annual NAFTA Commission.

And we continue, of course, to pursue active bilateral agendas with both our NAFTA partners. This will
include 1mp1ementat1on of our bilateral agreements on agriculture, lumbér, tourism and sport fishing,
and magazines with Canada; in Mexu:o, enforcing intellectual property rights and building a cooperative
enforcement program; greater access for- U.S. telecommunications service providers; addressing the
dispute over the NAFTA transition to rhdre open trade in sugar; pursuing greater market access for U.S.
high fructose corn SYTup eXporters; effectively addressing barriers to U.S. agricultural exports as they
may arise; and ensuring that Mexico's customs valuation procedures are not unfair impediments to trade
or inconsistent with the WTO. ’

{
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Caribbean Basin

[ ' S
' : u
With respect to our neighbors in the Carlbbean and Central Amerlca, we strongly support legislation to

enhance the Caribbean Basin Inmanve or CBI, by extending its scope and product coverage.

1

For fifteen years, CBI has been fundamental to growth, economic diversjfication, and strengthening trade -

ties with Central America and the Carlbbean island nations. It has made a substantial contribution in
particular to the Central American peace process, with all the benefits that has brought to the reégion's
people and ourselves as well. CBI has also hélped to make the beneficiary nations the destination for $19
billion in American exports. Its enhancement is of fundamental importance to help Caribbean countries
maintain their competitiveness and grewth and continue strengthemng thls relatlonshlp

|
|

South America and Other Bilateral .

Likewise, we have pursued a strong market-opening policy throughoﬁt the hemisphere, ranging from
agreements to strengthen intellectual property region-wide, open markets to autos in Brazil, and promote

 the rapid development of electronic commerce.

. | . .
We have made an especial priority in recent years of ensuring implementation of Uruguay Round
commitments throughout the hemisphere, working for example with Peru and several Central American
nations to achieve rapid 1mplementat10n plans for their obligations under the WTO Customs Valuation
Agreement. We have also emphasized t the importance of strong intellectual property standards to the
development of high-tech industry, Wlth results including, for example, substantial improvement of IPR
law and enforcement in Paraguay and Panama which traditionally have been major transit and

distribution points for pirated goods in the hemisphere. This year, priorities include work with Brazil and

Argentina to ensure that Mercosur's auto policy does not conflict with the WTO rules; and obtaining
Senate ratification of Bilateral Investment Treaties with Nicaragua, Honduras, El Salvador and Bolivia.
i ' |
Free Trade Area of the Americas

'
{
+
i

Most broadly, at the Sumrmits of the Amiericas in Miami and Santiago, we embarked upon a historic
mission, launching negotiations - including every hemispheric democracy - to create a Free Trade Area
of the Americas (FTAA). This would elnnmate tariffs and non-tariff barriers to trade in goods and
services throughout the Hemisphere and establish a single set of rules for fair trade in the region, and

I

‘ _ 8/30/00 3:13 PM


http://W.ww.ustr.gov/speech-testlbarshefskylbarshefskLt37.html

ht'tp:/!(www.ustr.govfspeech—test/barshefsky/barshefsky_t37,html

fulfill a two-century old dream of a hemlsphere united by shared cormmtment to democracy, shared
prosperxty and mutual benefit. :

|
This commitment has already led teithe 1mplementat10n of specific busmess facilitation measures, easing
trade with all our major hem1spher1c partners. Despite economic stress in the aftermath of the financial
crisis, the negotiations are on schedule as evident in the unanimous décision of the 34 trade ministers at
the Toronto Ministerial meeting of the Free Trade Area of the Americas in November 1999 to adopt an
ambitious negotiating agenda for the next 15 months and the first negotiating sessions on the formal
agreement text at the beginning of this year. The region also joined at Toronto in seekmg the global
elimination of agricultural export subsidies in the agricultural trade negotiations occurring in the WTO.

With the Third Summit of the Americas scheduled for April 2001 in Quebec, Canada, we expect an
intense year of negotiations. Our agenda concentrates in four areas: negotiating draft texts of the chapters
of the Agreement by April 2001; carrying out a continuing program of business facilitation; addressing
the views and concerns of civil society; and deepening our region's understanding of the implications
and benefits of electronic commerce; for our societies.

e

Among the most prominent issues raised by elements of civil society is that of eénsuring that our trade
liberalization and environmental protection policies are mutually supportive. Thus, the Administration
has initiated its environmental review of the FTAA. This will help inform both the public and
negotiators of the environmental considerations we must take into account as we formulate our

- negotiating positions. As we implement the principles of the Declaration on Environment and Trade, we
also will work with other stakeholders to address concems including i 1ssues of worker rights,

~ transparency, and consumer protectlon ‘

~ AFRICA

The past seven years have been one of the most innovative and productive periods in the history of our
. trade relationship with Sub-Saharan Afrlca While at present, our trade relationship with the continent is
relatively small (with two-way goods trade totalling $19.6 billion last year, and a market share of less
than 8%), sub-Saharan Africa, with a\populatlon of approximately 640 million people, over 10% of the
world's populatmn represents a market of great potentlal for the United States.
; .
b T

¥y

As many countries in Africa institutionalized new democratic governments and economic reforms aimed
at creating more competitive, market-oriented economies, President Clinton opened a strategic initiative
" which helps promote these reforms, strengthens our ties to Africa's leading reformers and promotes
regional economic integration. This will ultimately help create a new and far deeper American economic
partnership with Africa. This-has included initiatives at the USTR to create an Office of African Affairs,

I
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and to expand the Gem*rahzed System of Preferences by over 1700 tarlff hnes for the least developed
nations. : .

" In 1999, this initiative led to. our first Trade and Investment Framework Agreements (TIFAs) with
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African partners. TIFAs with South Africa and Ghana established permanent mechanisms for addressing
trade and investment issues and for 1dent1fymg and eliminating or reducing barriers to trade and
investment. We signed a third TIFA with Nigeria in February of 2000, and hope to build on this success
through a similar agreement with the'West African Economic and Monetary Union (WAEMU). The
TIFAs will be used to address market access barriers to U.S. trade and investment and to identify means
to expand and dlver31fy trade between the United States and sub- Saharan Africa.

o . _
Our principal policy goal for the year:2000 is passage of the African Growth and Opportunity Act
(AGOA). The Act has received bi-partisan Congressional support, and should see final action soon.

Enactment of AGOA would provide increased market access for products from reforming sub-Saharan
African countries, institutionalize an annual U.S.-Sub-Saharan Africa Trade and Economic Cooperation

'Forum, and encourage the establishment of funds and guarantees to support private sector and

infrastructure development in Africa. We hope to see the Subcommittee's strong support for this h1storlc
step. ! :

|

Other U.S. Government agencies are working under the Partnership initiative or other programs to -
provide debt forgiveness, technical assistance and expanded opportunities for transportation and energy

services, Internet and electronic commerce capacity,’ support for combating HIV/AIDS and other
diseases, and promotion of enhanced busmess and economic relations. These programs complement

- each other by helping to create an environment for trade and investment-based economic growth. This in

turn will contribute to sustainable development, help promote more stable and democratic governments
and will make countries better able toicombat serious cross-border threats such as infectious diseases,
environmental degradation, narcotics ftraﬁickingg and terrorism.

The United States also will continue to intensify its efforts to assist sub-Saharan African countries to
increase institutional capacity to participate more fully in the multilateral trading system, as part of a
general commitment to ensure that the least developed countries have both greater access to markets and
more ability to take advantage of the opportunities the WTO offers. We are working directly with a
number of African partners in this, for example in our joint submission' with Nigeria, Lesotho, Senegal,
Zambia and Bangladesh of a proposal 'to revitalize the capacity-building and technical assistance efforts
of the WTO and other international institutions. This new approach will begin with the Integrated
Framework, which requires cooperatlon between the IBRD, IMF, UNCTAD, UNDP and donor
countries. We also are sponsoring regwnal workshops on WTO issues, w1th one to be held shortly in
Nigeria.

R

MIDDLE EAST AND NORTH AFRICA

8/30/00 3:13 PM


http://www.ustr.gov/speech-testlbarshefskylbarshefsky_t37.html

http:/Iwww.ustr.gov/speech-tesr}barshefsk)}/barshefsky_,ﬁ?.html

In the Middle East, the advances in the peace process, together with a broad regional momentum towards
reform have enabled us to develop an innovative set of duty-free programs to help stimulate investment,
growth and regional economic 1ntegrat10n By opening regional markets, and helpmg to spur greater
trade and investment among the Middle Eastern nations, trade policy will help to give participants in the
peace process greater concrete stakes in its long-term success.

i

The foundation of our work is our ei(istirtg Free Trade Agreement with Israel, under which bilateral trade
has quintupled to over $17 billion since 1985. We are, of course, working to further strengthen this
relationship as we address bilateral 1ntellectual property, agricultural market access, and
telecommunications issues; and we are seeking opportunities to extend the area of prosperity and open
trade it has created. ,

- In 1996, for example, the Administrfation strengthened the trade and péace process by extending
duty-free treatment under the U.S.-Israel FTA to products from the West Bank and Gaza Strip. Under
this arrangement, the United States has received assurances from the Palest1n1an Authority of reciprocal
duty-free treatment of U.S. products‘ entering those areas. : :

i
i
i
i

We also in 1998 initiated a "Quahfymg Industrial Zone" program with the cooperation of the late King
Hussein of Jordan and then-Israeli Trade Minister Natan Sharansky. Under this program, several spemﬁc
Israeli-Jordanian industrial. pro;ects employmg nearly 10,000 people now receive duty-free treatment in
the United States. In the coming year, we intend to build on this under the umbrella of the Middle East
Peace Process by extending the Qualified Industrial Zone (QIZ) program in Jordan to the Aqaba-Ellat
area, and by working to enlist Egyptlan cooperation in establishing QIZS

At the same time, we will continue to deepen our bilateral relationships with countries in the region,

such as Egypt, Jordan, Turkey and Morocco through our established Trade and Investment Councils. The
U.S. Government aims in 2000 to complete a Trade and Investment Framework Agreement (TIFA) with
Tunisia and begin TIFA negotlatxons with Algeria in the next year. And we are prornotmg WTO
accession for a number of Middle Eastern nations, supporting Jordan's successful accession to the WTO
in 1999, significant progress with Oman, as well as negotiations with Saudi Arabia and soon Lebanon. In
each case, the Administration will seek to ensure that the trade regimes of these economies are consistent.
with WTO requirements, and that commitments are implemented upon accession.

i
1

EUROPE -
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Our largest single economic relatlonshlp is that with the European Umon In it, we have substantial
disputes to overcome, but also majorlopportumtles that we and the EU members recogmze These are
particularly significant, in that they raise issues relating to new technologies and services which we will
confront worldwide in the years to come At the same time, our trade policies in Central and Eastern
Europe take advantage of the historic opportunity created by the end of the Cold War, to enlarge and

stabilize the Atlantic area of democracy and peace.
" European Union

Our trade relationship with Western Europe is of fundamental 1mportance to America's economic and
. national security interests. It is the second largest reglonal trade and largest investment relationship we
“have anywhere in the world: bllaterallgoods and services trade likely reached $500 billion last year; 44%
of our foreign direct investment is in the EU; and likewise 59% of the EU's FDI is in America. In this
relationship we have opportunities to ﬁnd new areas in which we can open markets and create export
opportunities. At the same time, we have very substantial disputes with the EU, in which we vigorously
assert American rights and interests. ' ‘

cd
i

f

: o : B
Our work with the EU since 1993 has addressed both of these areas. In our disputes, we used all means
at our disposal to protect our rights and interests. We have, for example, used WTO dispute settlement,
including retaliation as authorized by panel décisions, to enforce our rights in agricultural disputes over
bananas and beef hormones. We also have strongly asserted American interests in cases of
_ discriminatory regulation such as those relating to hushkits. In these cases and in others, we will remain
steadfast in ensuring that the EU meets its commitments. By the same token, we also have responded
strongly when the EU has challenged U.S. measures or practices, such as its WTO dispute against the
Foreign Sales Corporation (FSC) provisions of U.S. tax law. This is a matter of high priority for us. We
need to find a constructive solution to the Appellate Body's recent decision against certain provisions of
the FSC. We respect our WTO obligations, and will seek a solution that ensures that U.S. firms and
workers are not at a competitive disadvantage with their European counterparts.
Notwithstanding our disputes, we have also found common ground and shared interest on a broad range
of interests. We have negotiated 17 specific trade agreements with the EU, in areas from government
procurement to electronic commerce, regulatoly policy and other issues. These have enabled us to.
capitalize on areas of common 1nterest notably through our conclusion of a Mutual Recognition
Agreement (MRA) which improves market access, reduces costs and shortens the time required to
market many U.S. products in the EU, ' while maintaining our current high levels of health, safety and
environmental standards: Product sectors covered by the US-EU MRA now represent over $50 billion in
annual two-way trade. The MRA will eliminate duplicative testing and certification for products in the
following sectors: telecommunications and information technology.equipment; network and
electromagnetic compatibility (EMC) for electrical products; electrical safety for electrical and electronic
products; good manufacturing practxces (GMP) for pharmaceutical products; product evaluation for -
certain medical devices; and safety of recreatlonal craft. Altogether, this' work has helped spark a$4d
b1111on increase in goods exports to the EU between 1992 and 1999, and a' $32 billion increase in exports
N -
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of services between 1992 and 1998. |

i

We took this work further at the U. S EU Summit of May: 1998, launching the U.S. -EU Transatlantic
Economic Partnership ( TEP) which i 1s designed to reduce barriers to bilateral U.S.-EU trade and to
improve U.S.-EU cooperation on a range of trade issues. The TEP has enabled us to address seven broad
areas, including technical standards; agrlculture intellectual property; government procurement;
services; electronic commerce; and shared values in fields such as trade-related labor and environmental
issues. In the year 2000, we and the EU intend to bring as many TEP activities to fruition as possible.
We will aim in particular for early res'ults in areas involving transatlantic regulatory cooperation,
including such specific steps as a rnut‘ual recognition agreement on marine safety equipment; a
pathbreaking series of mutual recognition arrangements for insurance, architect services and engineering
services; and full implementation of a pilot project to highlight areas of congruence and dlfference in
how U.S. and EU authorities regulate: bloengmeered products. P

| o8

i

i
.

~ Central E{;rope and the New Independent States

i
t } =
A central focus of Administration trade policy since 1993 has been support for efforts by new

democracies to make a successful transition away from communist central planning practices. Thus, we

have sought to develop strong, healthy trade and investment relations with the countries of Central

- Europe and Eurasia, and encourage them to join the WTO.
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In pursuit of these goals, we have n'egtétiated trade agreements and investment treaties throughout
Central Europe and Eurasia. These agreements - Bilateral Investment Treaties with such nations as
Albania, the Baltic States, Georgia, Romania and others; agreements on intellectual property with
Bulgaria, Hungary, Latvia, Lithuania and others; Bilateral Commercial Agreements and other measures -
have led countries of the region to take key steps in liberalizing their trade' regimes and removmg
barriers to investment. In addition, the! Administration has encouraged these countries to join the WTO,
thus deepening economic reform and supporting the development of markets and the rule of law.

Since 1993, eight countries in the reglon have become members of the WTO and another 14 states -
including Russia and Ukraine - applied for WTO membership. Cases such as that of Bulgaria show how

- important this has been for lasting reform. More recently, Estonia, the Kyrgyz Republic and Latvia have

entered the WTO. Albania, Croatia and Georgia are expected to join in 2000. We strongly support this,
and have worked with the governments of these new democracies to help them enter rapidly and on

commermally meaningful terms. ' i
l i

We also have supported the efforts many of these nations have made to join the European Union.
However, we also have insisted that EU accession take into account our concrete trade interests. As a

'
i

i

! o
1 . . H
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priority in 2000, we are thus pursuing consultations with the ten Central European countries in accession

negottauons with the EU, seeking to-address the problem of tariff dlﬂ"erenttals faced by U.S. exporters
vis-a-vis EU exporters to those countnes _

The Administration also will work wl1th Congress to achieve passage of the "Southeast Europe Trade
Preference Act" (SETPA). This bill, creating trade and export opportunities for countries in the Balkans
committed to peace and reform, is an integral part of the commitments made by the United States at the
Sarajevo Summit in July 1999 to help bring stability and economic development to Southeast Europe.

I1. BUILDING THE 215T CENTURY ECONOMY

i
r

Given America's leading position in tihe high-tech industries, and the 1mportance ofa strong high-tech
sector to our national competitiveness, the Clinton Administration has made a special focus of protecting

_ the results of our research and development, and opening markets for the high-tech sector through a
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program of strengthening respect for intellectual property, opening markets across the spectrum of
high-tech industries, helping countries develop pro-competitive regulations in fields like
telecommunications, and facilitating technologwal advance in new fields through initiatives on emergmg
fields such as electronic commerce and biotechnology. :

Major specific achievernents include:%

|
Intellectual Property Rights - Respect! for intellectual property rights is ce:ntral to technological
innovation. Creative and innovative products that rely on intellectual property protection, such as
computer programs and motion pictures, are typically very costly to develop but relatively cheap to copy.
Our use of the "Special 301" law and the Uruguay Round's TRIPS agreement has helped fundamentally

to improve intellectual property standards worldwide. Today, the vast majority of our trading partners
have passed modern intellectual property laws and are improving their enforcement of these laws.

t

We are now monitoring WTO members implementation of their TRIPS. Agreement cbhgatlons and will
enforce these commitments in the most effective way. We also are 1mplementmg campaigns against
worldwide piracy of new optical media technologies, and against end-user piracy of software. These
issues are integral parts of our regxonal negotiating agenda in Asia, Latin America, Europe, Africa and
the Middle East, together with development of compliance plans, techmcal ass:stance and other '
measures.
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At the same time, we are ensuring that trade policy remains sufficiently flexible to respond to public
health crises such as HIV/AIDS. In 1999 we developed an arrangement to ensure more direct interaction
between USTR and HHS on health-rélated intellectual property issues; When a foreign government
expresses concern that U.S. trade law related to intellectual property mgmﬁcantly impedes its ability to
address a health crisis, USTR will seek substantive information from HHS on the health conditions
prevalhng in that country. This enables the Administration to respond fully and appropriately to pubhc
health crises, within the context of the TRIPS Agreement. . ‘

|

Sectoral Market-Opening - We also have an active sectoral high-tech agenda. This opened with a series
of bilateral high-tech agreements with Japan, covering semiconductors, cellular phones, medical
technology and other products, and moving on to such areas as basic telecommunications, wireless
cable, direct-to-home satellite services and cable TV, medical equipment and pharmaceuticals, financial
services, cnergy and other fields. Thls led to major achievements and goals mcludmg

'
H

» Semiconductors: Beginning with implementation of the 1991 U.S.-Japan Semiconductor
Agreement and its successor agreements in 1996 and 1999, we have helped to raise the foreign
share of the Japanese market, which had averaged 16.7% in 1992, to over 30% since the first
quarter of 1997. Moreover, the European Union and Korea's elimination of semiconductor tariffs
to become participants in the 1996 agreement fulfilled longstanding U.S. goals, paving the way for
the Information Technology Agreement which substantially ehmmated semiconductor and most
other information industry tarlffs worldwide. ; :

. Infofmarz‘on T echnology Agreerfneni: Using the Semiconductor Agreement as a base, we reached a
landmark multilateral agreement in the Information Technology Agreement (ITA) of 1997. By =
2000 for the majority of countries, the ITA will eliminate all tariffs on $600 billion worth of
goods: 95% of the world production of semiconductors, computers telecom equipment, integrated
circuits and other goods assoc1ated with the Information Superhighway. This is a step important
for its vast size - these products make up about one in every thirty dollars of world GDP - and its
potential to promote economic growth and freedom of information. We are now seeking
consensus on an expansion of this agreement - the "[TA II" - to include even more products, and to
address prcbl_ems related to trade in the sector, including standards and non-tariff measures.

* Agreement on Basic Telecommunications Services. This Agreement which came into force in
February, 1998, opened up 95% of the world telecommunications market to cempetltlon
promoting pro-competitive regulatary principles in all participants and covering the vast majority
of nearly $1 trillion in telecommumcanons trade. In just two years, the ability of dominant carriers

in fore1gn countries to keep rates artificially high and depress demand for telecommunications
“services and electronic commerce has been significantly eroded, helping to bring down rates
dramatically, to levels as low as; 10 to 20 cents per minute, for calls between the United States and
countries such as Japan and Mexico. And as a result of the broader market access and increased
investor stability provided by WTO commitments, new investment in undersea fiber optic cables
may result in a fifty-fold increase in capacity by the end of 2001, compared to mid-1999. The rapid
expansion of the Internet into more and more parts of the world, at higher capacities and faster

- speeds, is due in significant measure to the market-opening path on whwh this agreement has
placed the world's trading natlons : :
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e Agreement on Financial Services: This Agreement was concluded in December 1997 and came -
into effect in March, 1999. Covering nearly $60 trillion in banking, insurance and securities
transactions each year, it has already helped U.S. service suppliers expand commercial operations
and find new market opportunities across a wide spectrum of developed country and emerging
markets, through both investment in foreign banking institutions, brokerage and insurance sectors
and cross-border trade. Growth potential for competitive U.S. financial services suppliers is high,
including helping emerging markets modernize their financial services systems and improving -
their mfrastructure for trade in lgoods and services. O

Global Electronic Commerce - In accordance with the President's Global Electronic Commerce
initiative, the Administration seeks to preserve electronic transmissions over the Internet as duty-free. At
the Second WTO Ministerial Conferénce, in May of 1998, we won agreement on this
duty-free-cyberspace initiative, and we will push for its further extensmn with a goal of making it
permanent at the earliest possible tlme

| . '

' We also have begun a longer-term work program, whose goals include ensuring that our trading partners
avoid measures that unduly restrict development of electronic commerce; ensuring that WTO rules do
not discriminate against new technolog1es and methods of trade; according proper application of WTO
rules to trade in digital products; and ensurmg full protection of intellectual property rights on the Net. In’
addition, the United States has mmated a capacity- bulldmg program, the Internet for Economic
Development Initiative, to help developmg countries improve their ability to use the Internet.

i . : . .
Likewise, in our negotiations toward the Free Trade Area of the Americas;, at APEC and in the
Transatlantic Economic Partnershlp, we have created special committees to advise us on ways to ensure
all part101pants can take maximum advantage of electromc commerce.

!
Blotechnology American agriculture'and medicine are among the chlef sources of innovation in this
emerging field. These technologies have remarkable potential, for example, to reduce the use of
pesticides and ease pressure on land, water and other natural resources. USTR thus seeks to ensure that
farmers and ranchers can use safe, scientifically proven techniques to make agriculture both more
productive and friendly to the environment, without fear of encountering trade discrimination. However,
such advances also raise consumer concerns which must be met through fair, transparent, timely and
science-based regulatory policies that énsure the strongest protection for publ ic health and the -
environment in the United States and worldwide. This is a priority for us in the Transatlantic Economic
Partnership negonauons and in developmg our agenda for future WTO negouatxons

I11. ENFORCING THE RULE OF LAW

All of our negotiations and agreements! since 1993, and each of the initiatives now underway, are
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predicated on full implementation of commitments. This ensures. confidence in trade policy, and allows
both the United States and our tradmg partners to gam the full benefit of our agreements. The
Administration has respected our own commitments in this regard, and we expect the same of our
trading partners. o :

i

As our network of agreements has grown, and commitments broadened at the WTO, we have therefore -
- devoted more attention and resources than ever before to monitoring and enforcement We use these to
reach our goals through a variety of means including:
i
.

| |
* We assert U.S. rights through the World Trade Organization, including the stronger dispute
settlement mechanism created in the Uruguay Round, and the WTO Committees and Bodies
. charged with monitoring 1mplementat10n and surveillance of agreements and disciplines.

e We vigorously monitor and enforce our bilateral agreements.

* We invoke U.S. trade laws, mcludmg Section 301, Sectton1377 and Title VII of the 1988 Trade
Act, in conjunction w1th btlateral and WTO mechanisms to promote compliance.

e We provide technical assrstance to trading partners especially in developmg countries, to
implement key agreements like 'the Agreement on Basic Telecommumcatrons and TRIPS.

* Through NAFTA's trilateral work program and use of NAFTA's dlspute settlement mechamsm
we seek to promote America's interests under that Agreement, as well as using its labor and
environmental side agreements to promote fairness for workers and effective environmental
protection. ' , -

* Through the Special 301 law, wie identify priorities for intellectual property enforcement each
year; - ‘

i
I

¢ The Generalrzed System of Preferences also contains conditions for beneficiary countnes
including respect for intellectual property rights and core labor standards which we have used
with respect to a number of developmg countries.
In the course of these momtormg efforts, the United States focuses in partlcular on foreign practices that
could pose serious problems to U.S. interests and the international trading system if they were to
proliferate in many markets. Therefore, the Administration has adopted a strategic enforcement plan -
aimed not only at challenging existing barriers but also at preventing the future adoption of similar -
barriers around the world. This has enabled us to succeed in more than 100 enforcement actions over the
past seven years, using the combination of formal dispute settlement and U.S. trade laws to enforce the
agreements we have negotiated.
Domestic Law - With respect to our domestle laws, we have aggressively used Sectton 301 of the Trade
Act of 1974, "Special 301" for intellectual property rights enforcement, "Super 301" for dealing with
barriers that affect U.S. exports with thle greatest potential for growth, Section 1377 of the Omnibus

|
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Trade and Competitiveness Act of 1988 for telecommunrcatlons issues, and T1tle VII of the 1988 Act for
enforcement of procurement agreements

WTO Dispute Settlement - At the WTO the Unrted States has been the world's most frequent user of
dispute settlement procedures. In the last S years, we have filed 49 complaints at the WTO, thus far
settling favorably 10 cases and winning 13 others through WTO panels and the Appellate Body. We
have won favorable settlements and panel v1ctor1es in virtually all sectors including manufacturing,
intellectual property, agriculture and services. '

|

i .
The accomplishments of the WTO drspute settlement mechanism in the last five years partrcularly stand
out when compared to the record of the prior mechanism under the GATT. Under the GATT, panel
proceedings took years, the defending party could simply block any unfavorable judgment, and the
GATT panel process did not cover some of the agreements. Under the WTO, there are strict timetables
for panel proceedings, the defending party cannot block results unfavorable to it, and there is one
comprehensive dispute settlement protcess covering all of the Uruguay *Ro‘,und agreements:

!

The first five years have demonstrated that a WTO Member cannot v1olate its obligations without
consequences. Moreover, ifa WTO Member violates its intellectual propeérty or trade in services
obligations, another Member can be authorized to retaliate against the goods of the violating Member.
The Administration has demonstratediits commitment to enforce this in practice by imposing retaliatory -
trade measures against the European Union for its failure to comply w1th WTO rulings on bananas and
on beef from cattle treated with hormones
-

| } |
To carry out this work as effectlvely as p0551ble in particular with the prospect of enforc1ng our bilateral
agreement with China on WTO accession, we have added new personnel to carry out a larger
enforcement workload, without compromising our efforts to negotiate further market access in key
markets. Specifically, we have created an Enforcement unit headed by an Assistant U.S. Trade
Representative, and in FY 1998 Congress provided us with funds to h1re seven new attorneys to handle
the added volume of work at the WTQ and elsewhere. We also work closely with the Departments of
Commerce, Agriculture, State, Treasury, the Customs Service and other agencies involved in
enforcement of trade laws and agreements President Clinton's FY 2001 budget request will give the
USTR, together with these other agencres critical additional resources for enforcement.

o | o
IV. QUALITY OF LIFE _
!

| | |

The Clinton Administration has sought to ensure that the trading system fully addresses the concerns of
citizens, by helping to raise the qualitygof life as it also raises living standards. This includes high
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standards of environmental protectlon the observance of core labor standards and high levels of
consumer protection. Our record at home over the past thirty years has shown clearly that as we open
trade and promote economic growth we also can ensure strong and rising standards of protection for our
air and water, strengthen observance of core labor standards, and protect consumers. That is a principle
we advance in the world economy as well.

i

i ! i
. Trade and Environment

|

Our commitment was made clear at'the outset of the Administration, with the creation and effective
implementation of the North American Agreement on Environmental Cooperation in conjunction with
the NAFTA. Cooperative activities under this agreement have improved environmental protection in a

‘number of different areas - for example, in conservation of North American birds; creation of a North
-American Pollutant Release Inventory; development of regional action plans for the phase-out or sound

- management of toxic substances, mcludmg DDT, chlordane, PCBs and mercury; and creation of a

25 0f 34

trilateral working group that has improved the enforcement of environmental protection laws. We also
benefitted from the US-Mexico agreement which established the Border Environment Cooperative
Commission (BECC), and from the North American Development Bank (NADBank) created in
conjunction with NAFTA. While much work remains ahead, the BECC has fifteen environmental
infrastructure projects under construction today, funded in part by the North American Development
Bank, including the first wastewater treatment plants in Juarez.

‘,

We also have led at the WTO. Our work in the Uruguay Round ensured that the WTO cites sustainable
development as a fundamental goal of the system, explicitly recogmzes the right of all its members to set
levels of environmental protection and consumer safety, including at even higher levels than common
international standards, and created the WTO's Committee on Trade and the Environment. This focus on

environmental issues has continued ever since, with discussions i in the Committee on Trade and the

Environment; last year's convening of a first-ever WTO High Level Symposium on Trade and

- Environment in Geneva; and the encouragement of closer collaboration between the WTO and the UN

Environmental Program, which reacl}ed a cooperation framework agreement in December of 1999.

In the future, as President Clinton erﬁphasized in November 1999, in issuing the White House Policy
Declaration on Environment and Trade, our efforts to expand trade are consistent with our strong

_commitment to promotmg environmental protection world wide. Our participation in the work of the

WTO, as well as in other fora, will be guided by the principles in the declaration. We also will
implement the November 1999 Executive Order on Environmental Reviews of Trade Agreements. In
this connection, the Office of the U.S. Trade Representative and the Council on Environmental Quality,
in consultation with other agencies, are developing guidelines for the implementation of the order.

. '.
z .

In this work, cooperation with our trading partners on trade and environment issues is essential, given
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the importance of these issues in attaining a more sustainable and prosperous global economy. We will
continue this through our active parti‘cipation in the Free Trade Area of the Americas negotiation, APEC,
the Transatlantic Economic Partnershlp, the relevant committees of the WTO (such as the Committee on
Trade and Environment), and other multilateral and regional fora. In these efforts we will continue to
emphasize the importance of ensuring that trade rules are supportive of high environmental standards,
and we will pursue opportunities where trade liberalization can yield direct environmental benefits as
well as trade benefits. For example, we will continue to work to address the problem of fishery subsidies
that contribute to over-ﬁshmg, as well as agricultural export subsidies: and barriers to trade in
env1ronmental goods and services.

¥ Trade and Labor ‘

Our trade policy also has complemented and supported efforts to ensure respect for mtematlonally
recognized core labor standards.

1
1

In the year ahead, the Administrationiwill continue the effort to focus the WTO's attention on the
relationship between trade and labor. At the Singapore WTO Ministerial Conference in 1996, the WTO
for the first time recognized the 1mportance of labor standards and cooperative work with the
International Labor Organization, while clearly separating protectionist trade policies that would, among
other things, harm development prospects in poorer countries. We wish to build on this to ensure that the -
trading system works more effectively with the International Labor Organization, with businesses and
with citizen activists to help ensure observance of internationally agreed core labor standards - banning
forced labor and exploitive child labor guaranteeing the freedom to assoc1ate and bargain collectively
and ehmmatmg discrimination in the: ‘workplace . -

Thus, and in conforrnlty with our statutory mandate under the Uruguay Round Agreements Act we have
proposed closer collaboration between the WTO and the International Labor Organization and the
establishment of a Working Group on Trade and Labor at the WTO. We also have raised labor standards
in country policy reviews under the Trade Policy Review Mechanism, which examine each WTO
member's trade regime and offers other members an opportunity to raise questions. |

i
1

We also are enforcing provisions of ex1st1ng U.S. law that provide for w1thdrawal of U.S. trade
preferences in the case of clear violations of worker rights, notably through enforcement of the
provisions in the recently reauthorized Generalized System of Preferences, which make benefits -
conditional on respect for core labor standards. One example is the case of Pakistan, where we partially
removed GSP trade preferences from IPaklstan over child labor concerns. In addition, we also worked
through the Labor Department and the ILO to assist countries in developing long-term solutions to the
problem, by addressing specific Pakistani industries. As a result, in the soccer ball industry more than
6,000 former child workers have been provided with educational opportunities. A similar project has
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Honduras and several other countries;

. http:ffww.ustr.govﬁspeech-tesdbarshefskyfbarshefsky_B'f.html

been initiated in the carpet industry, targetmg approximately’ 10 ,000 chlldren who are working or at risk
of working. We also have used GSP {o achieve substantial progress on labor issues in Swaziland,

‘

|

¥ B
vy

Several specific agreements also have offered us new ways to address Iabor issues. For example, the ]
North American Agreement on Labor Cooperation under NAFTA has generated our largest cooperative -

effort on labor anywhere in the world! It covers occupational safety and health, employment and training,

industrial relations, worker rights and child labor and gender issues, and allows citizens to draw attention
to labor practices and irprove working conditiens. This has contributed to important tangible benefits.

- For example, a labor tribunal reversed itself and granted a union registfation in the Maxi-Switch case; a

secret ballot union representation vote was conducted for the first time in'Mexico in the GE case, and by
government employees in the Fisheries Ministry. Mexico's Federal Government intervened in a positive

- effort to resolve the very contentious Han Young case; and the Mexican Supreme Court struck down

state and federal restrictions on union organizing as unconstitutional. Mexico also has taken other steps
to advance the rights of workers, mcludmg promulgating new safety and health regulations and
increasing significantly funding for enforcement of worker rights, mclugilng in child labor.
N

| I -
A similar recent case is our textile agreement with Cambodia, which includes provisions encouraging ,
improved enforcement of its labor laws in the apparel sector, in exchange for certain increases in textile
market access. :

1

I
!

Trade and Consumer Concerns

Likewise, trade policy contributes substantially to consumer policy goals. Our open-market policy at
home brings fundamental consumer benefits, including the creation of cornpetmon which dampens
inflation and leads to better prices, quahty and choice. This openness to imports is important for all
American families, but most of all the, poorest among us. L

| , . | .
To build upon these fundamental principles of trade policy, and to ensure that they fully harmonize with
high standards of consumer protection, we have engaged consumer groups and representatives in broad
policy discussions. A principal venue for this is USTR's participation in the Transatlantic Consumer
Dialogue (TACD). Created a year ago'to give advice to the United States and the EU on the
Transatlantic Economic Partnership, the dialogue comprises approximately 65 consumer groups from 16
countries. On both sides of the Atlantic, the groups have long track records of achievement in the
consumer protection and safety fields.: : : .

J
‘ '

In its short history, the group has met three times, focusing on three issne areas: food safety, electronic
i
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commerce and trade. Both the EU and the United States have benefitted from the dialogue on these
complex issues and from the pohcy resolutions put forward as consensus positions of the consumer

- groups. In addition to this mteracmon the U.S. Government drew lmportant lessons from its meetings

with the U.S. TACD Steering Group At four such meetings last year, the group discussed policy
positions, attendance at the U. S EU Summit, and the govemment's responses to policy

reconnnendatlons ?

At the last TACD meetmg, held i in Washmgton in February 2000, consumer orgamzatlons noted -
government progress in areas such : as access to essential medicines i in developmg countries, eco-labeling,

fair-trade labeling and regulatory cooperatlon A continued priority will be ensuring that trade rules

- address consumer concerns including maintaining the highest standards of public health and safety.

28 of 34

V. TRANSPARENT AND ACCESSIBLE INSTITUTIONS

i -
Finally, U.S. trade policy has sought to advance basic American concepts of good governance, by
making the institutions of trade more transparent, accessible and responsive to citizens, including, as the

President has said, new vmces becoming more interested in trade policy as trade grows and contributes
more to our economy. ;

One principal forum here is the WTO, where we are seeking agreements on more rapid release of
documents, ensuring that citizens and citizen organizations can file amicus briefs in dispute settlement
proceedings, and that dispute settlement proceedings be open to public observers. In the interim,
President Clinton has made a standmg offer to open any dispute panel involving the United States to the
public, 1f our dispute partner agrees

Absent such changes, public confidence in the system will erode. Last year, and most recently at our
US-EU Summit in December, we proposed that we and the EU, as the largest users of WTO dispute
settlement, immediately agree in our transatlantic disputes to open the panel hearings to public
observers. We hope that the EU wﬂl accept this proposal promptly. -

U

|
Likewise, we are working to improve the WTO's internal processes to.ensure that all members, including
the smallest and least developed, can fully participate. Since 1986, when the Uruguay Round opened, the
WTO has grown by over 50%, from 90 to 135 members, with more to follow this year. It is also more
diverse, including the world's most advanced and poorest countries, and each point of the spectrum in
between. Each member brings different priorities and interests, adding to the complexity of negotiations.
Over time we should develop a more effective means of ensuring both participation and efficient
consensus-building. Dlrector-General Moore has begun consultatlons with WTO members toward th1s

:
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end. However, as we address the issue, we must be careful not to alter the principle of consensus for
decision-making in the WTO. And we also must ensure that such procedural discussions do not distract
us from taking immediate action on core policy issues.

[

A second forum is the FTAA negotizi}tions, in which two years ago we created a Civil Society Committee
to give business associations, labor unions, environmental groups, student associations, consumer
representatives and others a formal means of conveying concerns and ideas to all of the governments
involved in the talks. This Comm1ttee has received 69 submissions from all over the hemisphere,
including from labor organizations, énvironmental groups, Chambers of Commerce, professional
associations, academics and individual citizens. These submissions were reviewed by the FTAA
Ministers in Toronto, contributing to our overall development of pohcy for the FTAA. The Committee
will remain a feature of the FTAA talks as they proceed in the coming year.

i
i
i

And we have worked throughout thejAdministration to increase the participation of small businesses in
trade policy. Especially as electronic commerce grows, trade offers these firms substantial new
opportunities. Thus, we are seeking opportunities to ensure that the issues of greatest 1mp0rtance to these
businesses are integrated into trade policy formulation and multilateral and regional trade negotiations.
One example is the development of the APEC Working Group on Small and Medium-sized Enterprises.
We also proposed last year that the WTO recognize the unique needs and contributions of SMEs to the
international trading system. In 2000‘ the Administration plans to work with Industry Sector Advisory
Committee for SMEs to find new ways to help inform smaller and minority firms about on-the WTO and
to create an opportunity for their more actlve engagement in multilateral trade negotiations.

] ..

FY 2001 BUDGET REQUEST

!

This is the background against which the President has requested an increase of $4.1 million and 25
full-time employees. While this may be a larger budget increase than in year's past, it represents a close
examination of the resources we nowhave, our ability to meet the growing workloads we face in the
year ahead, and the appropriate response to what the Congress and the Amerlcan public expects from us
in the future. , !

: 1 ‘ .
To illustrate our situation, let me describe the level of staff resources we have deployed this year. For FY
2000, USTR's staffing authorization i 1s 178 FTEs. We are organized into 25 offices, with a mean average
of 7 FTEs per office. Yet several USTR offices have only 2 to 4 permanent professmnals, including
offices for China (4), Japan (4), Agrlculmre 3), Environment (3), Africa (2) and Economic Affairs (2).
Each of these offices needs more staff, given the burgeoning workload both from negotiations and '
enforcement of existing agreements. But given the equally great demands on all our offices, we cannot
afford to shift staff from ongoing work from the.office itself or from other organizational units in the
agency. ’ B :

i
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During the last year, we have also re-jexamined the resources. we get from other Federal agencies in the
form of personnel details for periods:of 1 to 2 years. We have worked hard to maintain the level of
support we have traditionally received from other agencies, and despite staff reductions in'many
agencies, have been able to sustain the number of personnel details at about 35. The detailees we receive
from other agencies generally serve at USTR for only one year, which - especially for enforcement -
limits the long-term contribution they can make. Thus we conclude that many of the new positions we -
need in FY 2001 should be permanent to give USTR the expertise and 1nst1tut10nal memory needed to
become most effective. :

|
Let me now review the spec1ﬁc areas for which the President has requested additional resources. These

fall into three areas: first, prefessmnal negotiators; second, compliance and enforcement; third, security
and other administrative issues. | :

1
i

Professional Negotiating Positions
|

¢
!

WTO: First, we are requestlng three new negotlatmg positions for our work at the World Trade
Organization. Two of these would be in Washington, and one in our Geneva office. These would enable
us to meet the needs of a growing workload at the WTO, including negotiations which the WTO has
formally agreed to open on agnculture and services, and our work to broaden these talks into a formal
new Round of multilateral negotlatlons our negotiations with 30 countries seeking accession to the
World Trade Organization (WTO); and the implementation of Uruguay Round commitments in such
areas as intellectual property rights protectlons customs evaluation, trade-related investment measures
and industrial subsidies. USTR faces challenges in FY 2001 in ensunng that all WTO members observe
the rules of the multilateral trading system. :

j

Agriculture: Agricultural trade refonn will be one of the central tasks of the coming years. With the
opening of the "built-in agenda” talks'at the WTO, and our opportunities to open markets in bilateral and
regional talks while setting precedents and building consensus for the WTO initiative, it is essential that
we have the expertise and staff level to take advantage of this opportunity. We are therefore requesting

. two new full-time agricultural negotidtors in our Office of Agriculture.

China: Our top trade policy priority tms year is the completion of Chma s WTO accession, and the
approval by the Congress of permanent Normal Trade Relations status for China. In the future, its
enforcement, together with implementation of the bilateral agricultural agreement we concluded in April
of 1999, will consume an enormous amount of USTR staff resources. We now have only four
professional employees in our China office, and wﬂl need another trade professional to address these
1mportant workloads.

300f34 ' b 8/30/00 3:13 PM


http:l(www.ustr.govlspeech-testibarshefskylbarshefskX_t37.html

http://www.ustr.gov/speech-test/barshefsky/barshefsky t37.htmi

i
i
i
i
{
'

T

Japan: Japan remains our largest tradirig partner in Asia. In the last seven years, we have concluded 38

bilateral agreements with Japan, including three agreements in 1999 involving deregulation,

telecommunications procurement and measures to reform Japan's structural and regulatory policies. In

FY 2001, we will need another Trade Specialist in our Japan office to.assist in monitoring and

implementing these agreements, particularly the May 1999 package of new deregulation measures that
- expanded market-opening oppcrtunitiies under the 1997 bilateral Deregulation initiative.

Western Hemisphere: This year, we have begun the formal negotiations on the text of a Free Trade Area
of the Americas agreement, (FTAA) through which 34 nations in the Western Hemisphere agreed to
create a free trade zone for the 800 million people in the Hemisphere with negotiations scheduled to
conclude by the year 2005. This is an effort of immense historic consequence, as it will help us to
cement a regional consensus on open markets and democratic partnership, open markets that already take
45% of all U.S. exports, and also set precedents for our work on agriculture, services and other issues at
the WTO. Twenty of these nations are Central American and Caribbean countries; together these nations
make up our seventh largest export market, and their economic development is crucial not only to our
direct economic interest, but to our mutual efforts to address regional issues of drug trafficking, .
migration and the rule of law. Thus, to address these needs, our FY 2001 budget, we have requested one
additional FTE in the Western Hem1sphere office.

!

Africa: Our FY 2001 request also seeks funding for a new Trade Spemallst to 1mplement the trade -
provisions of the President's Partnershxp for Economic Growth & Opportunity in Africa Initiative, which
includes negotiations of trade with sub-Saharan Africa. This is an especially challengmg area, given the
early stage of development of our trade relationship with African nations, the large number of African
countries, and the growing role Africa plays in the WTO. Congress is now considering one of our
principal policy goals this year is passage of the Trade and Development-Act of 1999, which would
provide market access for products from sub-Saharan African countries, and would encourage the ,
establishment of funds and guarantees to support private sector and infrastructure development in Africa.
The new Trade Specialist would i mcrease the number of trade professmnals in our Africa office to three,
and give us a base level of support to;meet a growing volume of work under the Partnership Initiative
and the new Act. } :

!

Environment: Environraental considerations play a major and growing role in development of trade
policy. We are committed to taking environmental considerations into-account throughout the course of
trade negotiations and the implementation of trade agreements. In this connection, under the President's
1999 Executive Order on Environmental Review of Trade Agreements, USTR has the responsibility to
conduct environmental reviews of trade agreements that may have significant environmental impacts,
including multilateral rounds and free trade agreements. We simply cannot respond adequately to this
‘new work with the existing 3 pennanént trade professionals in the Environment office. We thus are
_recommending one new permanent staff member in our Environment office to assist in implementing the
Executive Order and in addressing environment-related issues in ongomg negotiations stemming from

the WTO built-in agenda FTAA negotiations, TEP negotlatlons and b1latera1 or other regional

o
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negotiations.

Labor: We are also requesting a permanent Labor Specialist to handle the growing volume of issues that
arise from the need to protect and enhance worker rights through the trading system. For example, we

~ are required to provide for w1thdrawal of U.S. trade preferences under the recently reauthorized -
Generalized System of Preferences (GSP) which makes benefits conditional on respect for core labor -
standards. The Caribbean Basin Inmatwe also includes labor conditionalities. Similarly, the North
American Agreement on Labor Cooperat10n under NAFTA covers occupational safety and health,
employment and training, industrial relatlcns worker rights and child labor and gender issues, allowing
citizens to draw attention to labor practices and improve working conditions. Currently, however, we
have no full time dedicated staff member responsible for labor and human rights. Qur FY 2001 budget

request seeks to establish a new posi;tion to provide core coverage for this growing area.
. ’ '

Finally, the request for negotiating p';rofessionals will also help us involve stakeholders more closely in
forming trade policy and resolving trade issues. Analysis of the allocation of USTR resources under our
FY 1999 Government Performance and Results Act plan shows that USTR spends far too little time on
outreach and consultations with the private sector, advisory committees, State and local governments,
and nongovernment organizations. One especially important case is that of consumer groups. While we
participate in consumer-oriented organizations like the Transatlantic Consumer Dialogue, we can do
substantially more. Thus, our FY 2001 budget request would raise the level resources expended on
consumer and stakeholder consultations, by dedicating part of the time of all of the requested trade
professionals to consultation and outreach efforts

Trade Compliance v

The largest single portion of the Presfident's request for additional resources at USTR centers on -
monitoring, compliance and enforcement of agreements.

I | A
Our existing Monitoring and Enforcement unit has only 7 attorneys and 3 support staff, and the number
of professionals in other USTR organizational units who contribute to compliance work is fewer than the
number in the Monitoring and Enforcement unit. A notable example is the Office of Economic Affairs,
which in addition to its other duties must carry out in-depth research to quantify and prove economic
damage in many of our dispute settlement cases, and has only two professional staff.
N - .
At the same time, our volume of potential disputes is growing rapidly, as we insist on implementation of
the nearly 300 trade agreements concluded in the last seven years; and the cases we take up are often
extremely complex, addressing such|topics as protection of intellectual property rights and nontariff .
barriers like product standards. Last month's report by the General Accounting Office, entitled "Strategy
! ) .

}
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Needed to Better Moniior and Enforc’e Trade Agreements," notes that the vast array of trade agreements
in the 1990's has "caused dramati'c‘inl‘creases to the trade agreement monitoring and enforcement
workloads." GAO also recognizes that USTR's ability to monitor and enforce trade agreements is limited

because it sometimes lacks sufficient;numbers of experienced staff with the proper expertise.

We agree with these observations, and are deeply concerned that without suEstantially greater resources,
we will have to restrict the number of cases that we handle, and deny requests from the private sector to
initiate disputes based on clear failures by our trading partners to live up to their commitments.

é
Therefore, within USTR’s total $29.6 million and 203 FTE budget request for FY 2001 we are seekmg
$1.3 million and 13 FTEs as part of the President's Trade Compliance initiative. These would include
three new positions in Office of General Counsel; two in our office of Economic Affairs; one at the
USTR office in Geneva; and seven in our geographic and sectoral offices, including one for agriculture,
two for China, one for our WTO office, one for Asia-Pacific, one for mdustry, and one for services and

H

intellectual property. |

i
This broad distribution will ensure that compliance resources are integrated at each phase of the
monitoring and enforcement process,: with strengthened monitoring of country compliance through new
geographic and sectoral trade specialists, improved research capabilities in our economic office to
quantify the effects of noncompliance, and a sufficient number of trade enforcement lxtlgators to present.
and defend cases beforc¢ WTO or NAFTA dlspute bodies.

1
H

|
o
Segurnty and Other Budget Issues

;

Security: Finally, we are requestmg one FTE to create a Security Oﬁicer at USTR to plan and manage
USTR's internal security programs, mcludlng computer, facﬂlty, perscnnel and document security
activities. : -

|-
Other Budget Needs in FY 2001: In addition to the request for 25 new’ posmons our FY 2001 budget
proposes a number of forward- lookmg initiatives that would provide immediate benefits in FY 2001 and
lasting improvements and management savings for years to come. :

i

For example, our budget seeks $60,0C:)0 to upgrade the firewall that protects USTR's computer system,
and $25,000 to improve password security when USTR employees dial into our computer network from -
remote locations. We are also requesting $85,000 to automate the way that USTR staff send classified
cables to the State Department, a use of technology which we believe will save valuable time of trade

! | .
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professionals, speed the delivery of crucial information to the State Department, and reduce overtime
costs for support staff. Our budget also proposes $50,000 for greater use of video-conferencing sessions,
as a substitute for employee travel, wh1ch we believe will reduce the number of trips and the cost of
travel. For FY 2001, we are requesting $340,000 to begin a phased replacement of hardware used in our
computer system so that USTR can better plan for future upgrades, without having return to the
Congress with million dollar requests in a single budget year. We believe these are modest investments
that will improve efficiency, strengthen security and yield long term budget savings.

Our budget request also seeks funding to meet the cost of legislated employee pay raises and general
inflation in FY 2001, without which funding we would have to leave several positions vacant for most of
the fiscal year. The justifications for these initiatives and for the inf :

H



