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Good morning, and thank you ve~much. 

I am very pleased to be here with the Institute,thismoming, and for the opportunity to speak with you 
andexch~ge viers?n one of~e Ptost important American trade andi,foreign policy goals in many 
· ears: China's acceSSIOn to the W'FO. IIY

. ,:• • J , 1 

I 
ONE-WAY CONCESSIONS '1 

I 
In the most basic sense, when we honsider C~a's WTO accession ~dpermanent Normal Trade 

j
Relations, we are facing a clear c10ice. . 

Last November, after years ofnegotiation, we reached a bilateral' agr~ement with China on WTO 
accession. It secfues hroad-ranging, comprehensive, one-way trade concessions on China's part, granting 
the United State~ sUibstantially gr~ater market access across the spectium of services, industrial goods 

and agriCUlture. jIills agreement strengthens our guarantees of fair tra~e. And it gives us far greater . 


. ability to enforce Chinese trade c6mmitmentS. By contrast, we agree 6n1y to maintain the market access 

policies we alreJdy apply to Chin1a, and hav~ for over twenty years, by making China's current Normal 

Trade Relations status permanent.: : ". 

I 
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I 
, 

. ! 

DEEPER ISSUES 

I 
i 

One might end a discussion of the WiITO accession right there. From a pUrely trade policy perspective, it 
would not be wrong to do so; but wei must also think about the wider implications. . 

, " 

. l 

, ,I ..' 

China is the world's largest country, and over t~e past decade the world's fastest-growing major. 
economy. The fuMe course of our relationship .will have great bearing on American security and 
strategy in the 21 st strlltegy. And out relationship with China today, as we all know, is free neither of 
deep-seated policy disagreements i16r moments of tension. ' 

. . ! .,' 
I I " 

.These are perhaps .natural; we are Jeat Pacific;powers, and our gove~ents reflect vastly different 
political'systems ahd values. But tol quote the classical Chinese poet Q~ Yuan, writing in the 4th century 
B.C., such a relatibnship poses profound quest~ons for future peace and stability across much of the 
earth: 

'IIEagles do not flock together like birds ofless'er wing; 


. h b .I ... I· :
thus It as een smce ancIent tImes. ' 

How is the roundlto fit with the sqhare? ' ' 
., 

. ,How can differeJt ways of life be ~econciled?;11 
I. , 


Such questions dominate our chila debate t~day. And many thus ask'~hY we would proceed with a 

trade agreement ,L_ e:ven an entirely one-sided trade agreement -- whil~ our differences over human . 

rights, security issules and other tdpics remain. It is fair -- I believe necessary -- to judge the WTO 

accession in li~t of these questi~ns as welL:And we can begin by tra;cing back to its origin the 

institution ChinJ now seeks to join. 
. . .. I 

~CA Jm THE TRADING SY~TEM
" , 

I, , 
Today's World ifra.de Organizatibn has its r<i>0ts in the General. Agretbment on Trade and Tariffs, or . 
GATT. And its crt':ation in 19481reflected ~e lessons President Truman and his Allied counterparts drew 

! , ' 
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from personal experience in Depression and waf. 

I , 

I,I :; 

One of the failures they had seen in the 1930s was the inability of global leaders to resist a cycle of 
protection and retal1iation, including Ithe Smoot-Hawley Act in the Unite~ States and colonial preference' 
schemes in Europel which had deepened the Depression and contributed to the political upheavals of the 
era. Eighteen yearsllater, they belie~led that by ~eopening world markets:ihey could restore economic 
health and raise liv,ing standards; ana that, in tandem with a strong and confident security policy, as open 
markets gave natiohs greater stakes lin stability and prosperity beyond their borders, a fragile peace 

, " 

would strengthen. . . " . : 

i'· 

Thus the GATT was one in a serieslof related policies and institutions ~at have served us well for nearly 
I '. . 

six decades: I 


I 

,.I. ., 


- Collective security, reflected by the United Nations, NATO and our'atliances with Japan, South Korea, 
and other Pacific tlernocracies.': : 

- Commitment to human rights, embodied by:the Universal Declaration on Human Rights and then a 

series ofmore recent Conventions! . ' '.;' . 


- Open markets ld economic staJility, with fue creation of the IMF ~d World Bank on the one hand, 

and the GAIT oA the other. I' . , 


Together, these made up a coherent vision ofa peaceful and open world; which over half a century of 
I " . ' ­

experience has fully vindicated. Since the 19,50s, global trade has gro;wn fifteen-fold. Worldeconomic' 
production has ~own six-fold, arid per capita income nearly tripled. And social progress reflects these 
trends: since the/19'50s, world lifJ expectancy has grown by twenty y~ars, infant mortality has dropped 

. by two-thirds, and famine receded from all but the most remote or misgoverned comers of the world. 
And -- as TrumJn cUld his cOlleadues predicted -- in tandem with a c6nsistent security policy and 
growing respect! for human rights, the world:has become substantially more prosperous, stable and 
peaceful. '. 1-, ' ~. . 

II I .,

I : 

. I : . . 

CHINA FROM REVOLUTION TO REFORM 
I' ­

China, of course, took a very different road,~ 

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

1,1' , 
on'lJnn 11·<:7 PlI.11 
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, " 

Among its new leaders' first steps were to expel Ioreign businesses from 'China, and to bar direct 

economic contact bbtween Chinese private citizens and the outside world.· Inside China were similar 

policies - destructio;n of private interhal trading networks linking Chinese cities and villages, abolition of 


, private property and land ownership) and of course suppression ofany right to object to these policies. 
And all this had int~mational effects: as well: A~ia's largest nation had little stake in prosperity and 
stability -- in fact; ~aw advantage in warfare and revolution --beyondits borders.

.' , 

, 

In essence, the commitment ofout Jostwar lea~ers to collective securi~,open markets and human rights' 
made up a coherent vision ofa peacbful and open world. And China's rejection of these concepts in the 
Maoist era made up an equally cohdrent and consistent policy. Its economic isolation in the 1950s and 
1 960s can be sepruiated neither froni its diminishing space for individual life and freedom at home, rior 
its revolutionary rqle 'in the Pacific region. ~ , 

China's domestic reforms since the 1970s have helped undo this isolation, integrating China into the 

Pacific regional e60nomy as they opened opportunities for Chinese at home. And American trade policy 

over 30 years -- frbm the lifting of the trade embargo in 1972, to our Commercial Agreement and grant 


I I' , 

of~ormal Tra~e ~elations in 1971,to I?-0re ~trcent agreements on market acc~~s,intellec~ property, 

textlles and agnculture -- has worKed WIth this trend, to create trade opportunitIes for Amencans; and 

support reformer~ in China: ' 

i . 

CIDNA ACCESSION 

I 

I ' 


The bilateral agreement we reach~d with China last November is the culmination of this patient,. detailed 
work. It isa combrehensive agreement covering the spectrum of industrial goods, services, farm 
products, unfair trade practices, abd all the bamers to American exports. . . 

i 

In services, China's markets will ppen for di~tribution, telecommuniCations, financial services, ' 
professional, bu~inc~ss and comp~ter services, motion pictures, envirenmental services, accounting, law, 
architecture, construction, travel ~d tourism, and other industries. Here we take advantage ofsome of 
the trading syst~m's newest feawres, in the WTO's Agreements on F~nancial Services and Basic 

Telecommunicatio:ns. 'I 


I 

The Financial Services AgreemJnt, coverin~ nearly $60 trillion in bLoong, insurance and securities 
transactions eaJh year, is histo~'s largest single trade agreement ever. Though it went into force just a 
short time ago f- the little fellO'\~Js first birtliday was just last Wednesday -- it has already helped 
American bank:s, securities firms and insurance companies expand operations and find new market 
opportunities, through ownership of and in~estment in foreign ba.nklng institutions, brokerage and . 
insurance secto11rs, as well as through cross-~order trade. Its direct v~ue is already becoming evident in 
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statistics: in 1998, Atm:ricans exportld $13.7 bil:1ion worth offi'nancial s~rvices; and while we do not 
have final figures fdr 1 '999, as the Fidancial Sen.fices Agreement went into effect, this may have grown 
fully 10%, to about 1$ 15 billion. : : 

The Agreement on IBasic T elecommLcations is equally significan!. Op\,ning world markets in a sector 
dominated for 60 y~ar.s by monopol\es and promoting pro-competitive r~gulatory principles, in just two 
years, it has eroded th!~ ability ofdOPlinant carriers in foreign countries to keep rates artificially high and 
depress demand foi- telecommunications servic¢s and electronic commerce. It has already, for example, 
helped bring down! rates to levels asiiow as 10 to 20 cents per minute, f?r calls between the U.S. and 

countries such as japan and Mexicli , ,: 

These are commitine:hts China will/accept as leu. In some servicesfieids -- for example, audiovisual -­
China joins only Jvery few countries in ma.kirig market access commitments. In some of them, including 
through participation in the Basic Telecom ana Financial Services Agreements it will open markets now 
almost entirely clbsed -- as witnes~ the rather pathetic total of$49 million in financial service exports to 
China in 1998. T~ look at the finruicial industry: , ~ I ,; 

I , 
- Today, only two U.S. insurers oJerate in Chlna's market. China rese~es the right to deny licenses on • 
almost entirely atbitrary grounds, ~o restrict operations to particular cities and to tenninate existing rights 
when it chooses to do so. With WrrO accession, China agrees to awaid licenses solely on the basis of ' 
prudential criteri1a, ,Nith no econo~c-needs test or quantitative limits,on the number of licenses issued; 
progressively elijbinate geographic limitations within three years, an4 pennit internal branching as these 
restrictions lift. Further commitmbnts will enable foreign insurers to offer group, health and pension 
lines of insuranJe vfiihin five yeats; for non-life insurance, branch ~Q joint-ventures at 51 percent equity 
share are penni~ed on accession,) and wholly-owned subsidiary within two years. And for life insurance, 
joint ventures ate pennitted with the partner: of choice at 50 percent equity share upon accession. 

- The status quo in banking is eqb.lly restrictive. Foreign banks c~ot now conduc~ local currency 
business .with dhitiese clients, aild only a fe;w can engage in local currency business even with foreign 
businesses or iAdividuals. As in Illie case ofinsurance, China also imposes severe geographic restrictions 
on the establisl~nu:nt of foreign banks. With this agreement, China commits to full market access in five 
years for U.S. banks. China willi allow internal branching and provi4e national treatment for all newly 
pennitted acti~tit:s. Itwill allo+ local currency business with Chin~se enterprises starting two years 
after acceSSion!, and with Chine~e individu~s after fi~e years. ;' 

, , 
, i 

I ; 

.. Chi '11 I .'. 

, 

.(:'.. d' . , 
, 

. fund•- And In. seCurIties, na WI permit mInonty lorelgn owne JOInt ventures to engage In 
management 6n the same tenn~ as Chinese finns. Minority joint ventures will be allowed to underwrite 
domestic equi1ty issues and un~erwritean4 trade other securities (d~bt and equity). As the scope of 
business expcfuds for Chinese finns, ' foreign joint venture securities companies will enjoy the same 
e:xpansion in 1cope ofbusines~; And China will hold regular consultations with the U.S. Treasury , I ~ , , , . 

. " " . 
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I' 

Department under the auspices of o~ Joint Ecqnomic Commission witl;l China. The purpose of this is to 
exchange information and assist th~ developm~Iit of China's financial apd capital market. 

.1, 

. , . 

And our bilateral agreement deals with our concerns in each other sect(!lf too. 

! 
. I 

!' 

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 quotak and discriminatory taxes. And of critical importance, in virtually all 

products it will allovv both foreign! and Chinese businesses to market; distribute and service their 
products; and to import the parts and products they choose, free of req'uirements to go through 
government middlemen. . . II 

: " 
.. I . I' - ,11, 

. I, ; . 

In agriCUlture, on U.S. priority pr9ducts tariffs 'drop from an average 9f 31 % to 14% by 2004. China will 
also expand access for bulk agriCUltural products through tariff-rate q'uotas; agree to end import bans, 
cap arid reduce trade-distorting d?mestic supports, eliminate export s~bsidies, and abide by the WTO's 
Agreement on Sanitary and Phyt1sanitary s:ards. 

, 

And the agreement strengthens p~otection of American w~rkers and businesses against unfair trade 
practices, import surges, and inv~strnent practices intended to draw jpbs and technology to China. It 
addresses state ent1erprise policie's, forced technology transfer, local content, offsets and export 
performance requirements. It prdvides, for a12-year period, a speci~l product-specific safeguard to 
address market-disrupting import surges frdm China. And it strengthens our antidumping laws by . 
guaranteeing our right to use sp~cial non-market economy methodology to address dumping for 15 years 
after China's accession to the WifO. ,r 

1 

! 
I. , . 

The results of this agreement wjIl be rapid.: Immediately on accession to the WTO, China will begin 
opening its market in virtually ~very secto~. The phase-in offurthevconcessions will be limited to five . 
years in almost all cases, and in many cases one to three years. Anq the work ahead for China -- bilateral 
market accessagteements With/several oth,er yYTOmembers, most1notablythe European Union, and a 
multilateral negotiation on additional rules - should strengthen the fllready very strong accession 
agreement.we negotiated. I. ! ' .;. 

, , 

I· 

All these commitments are fully enforceaple, 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 Chirla compliance and enforcement in his budget last month, and of course 
through other mechanisms sudh as the special anti-dumping and ahti.,import surge remedies. 
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PERMANENT NORMAL TRADE RELATIONS 

I 
By contrast to !hishisloric set of coLtments':we do very little. we:mke no changes whatsoever in 
our market access policies; in a nati6nal 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 ofour fair trade laws. I 
I 
I I 
1 I ' 

But we have one obligatio~: we mult grant C~napermanent NTR or ri~k losing the full benefits of the 
agreement we negotiated, including broad market access, special impor:t protections, and rights to 
enforce China's comnlitments thrOltgh WTO dispute settlement. In te~s ofoUr China policy, this is no 
real change. NTR is simply the tariff status we have given China since the Carter Administration; and 
which every Administration and evbry Congre~s over the intervening 20 years has reviewed and found, 
even at the periods ofgreatest straih in our rebltionship, to be in our fl.41damental national interest. 

, I, ,I 

But the legislative grant ofpermanent NTR is 'critical. All WTO members, including ourselves, pledge to 
give one anotherpennanent NTR t~ enjoy the' benefits available in on~ another's markets, If Congress

I, . , 

were to refuse to grant permanent NTR, our Asian, Latin American, Canadian and European competitors 
will reap these beneHts but AmeriJan farmers; and factory workers, as well as service providers, might " 

. well be left behind. I,' I 

, I 

WTO ACCESSION AND CHINESE REFORMI !' I 

f 
And the costs ofU.S. retreat at thfs most crit~cal moment would go w~llbeyond our export and trade 
interests. Aseven the briefrevie~ I have given indicates, China's conimitments go well beyond sharp 
reductions of trade barriers at thelborder" C~awill:' I . 

/. 
- For the first time since the 194Qs, permit foreign and Chinese businesses to import and export freely 

from China. ' '" 
, 

;
I, 

- Reduce, and in same cases reinbve entirely" state control over inte~al distribution of good,s and the 
provision of services. I, ' .;: ' 
- Enable, again for the first time ,since the 1940s, foreign businesses ~o participate in information 


, industries such as 1:elecommunic~tions, including the Internet. ' 

I ' 

, 1 

- And subject govt:mment decisi,ons in all fields covered by the WTO to impartial dispute settlement 
when necessary. ' 

, 8122100 4:57 PM70f9 

http://~,ustr.gov/speeches/barshefskylbarshefskL67.html


J " " http://\;VWW.ustr.gov!speechesibarshefskylbarshefsky_67.html 

These commitments are a remarkable victory for economic reformers in thin~. They reform policies 
dating to the earliest ye~ars of the con!ununist era~ They give China's people more access to information, 
and weaken the ability of hardliners to i,solate China's public from outside influences and ideas. 
Altogether, they reflect a judgment J 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 ra~er economic opening to and engagement with the ' 
world, and ultimately development of the rule of law. , :, ' 

, 
,.1 

And internationally, the WTO accessi~n will deepen and speed a proces,s of integration that has helped 
China become a more integrated, re~ponsible rriember of the Pacific cotPmunity. Over thirty years, as 
China has reformed its economy anq opened to ,the world, its stake in the region's stability and prosperity 
has grown. At the same time, China,s economi~ reforms have helped to move its government away from 
the revolutionary foreign policy of the 1950s ~d 1960s, and towards a positive and constructive role in 
maintaining peace, on the Korean P~ninsula, in the Asian financial crisis, and as a member of the UN 
Security Council. /; , :' , ' 

I I ' 

WTO AC€ESSION AND AMERICAN STRATEGY 
! 

That it is why WTO accession forms part ofth~ answer to the questioniposed by Qu Yuan 2300 years 
, j I I 

ago, with respect to the ways in which our very different countries can find the accommodations 
necessary to peace and stability. i 

We should never imagine that a trade agreement will cure all our disagreements. And when we disagree 
with China we must act with canddr and firm assertion of our interests; and values - as we did when 
China fired missiles into the Taiw~ Strait fo~ years ago; as we are doing at the UN Human Rights 
Commission. But this is only part Mour approach; as Theodore Roosevelt said of his Open Door Policy' 

l.' " 

to China in the first years of the 20th century: I I' " 
'. 

I : 

"We must insist firmly on our righ~; and Chi~a must beware of persi~ting in a course of conduct to 
which we cannot hOllOrably submit. But we in our tum mustrecognize our duties exactly as we insist 
upon our rights." 'I, 

!
;, 

, 
I 

In this spirit, we recognize how i~pqrtant a stable and peaceful relati~nship with China is -- for the 
Chinese, for the wodd, and for America -- and how fundamental is oUr responsibility to act upon shared 
interests' and mutual benefit. We s~w this responsibility clearly in the Asian financial crisis. We see it in 

j' .I 
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the maintenance ofpeac~ on the KJean penin;uta; the enviro~entat ~roblems ofthe Pacific; and we 
have seen it for over a. quarter century, in trade; ~ 

I• 

, ,I I 

Each step sipce 1972 has rested upon concrete American interests; help,edto promote refonn and the rule
! . I , , 

oflaw within China; ,rnd integrate <China in the Pacific economy. Thus"each has strengthened China's 
stake in prosperity and stability thr6ughout Asi,a. Together with our Pacific alliances and military 
commitments, in tandem with our ~dvocacy o£human rights, and in the best tradition of postwar 
American leadership, trade policy Has helped to strengthen guarantees Qf peace and security for us and 
for the world. And China's WTO adcession, together With permanent NTR, will be the most significant, 
step in this process for many years. ' 

!, 

CONCLUSION 
i 

. ,'" !'So, ifwe have the confidence and the wisdom to make the right choice~ we open an extraordinary set of 
I " • 

possibilities. ' 

1, , 

i ' . , 
A new and fundamentally improved trade relationship with the world's largest country, which offers 
practical, concrete benefits to comrhunities throughout America: stronger guarantees of fairness for our ' 
working people and businesses; nek export opportunities that mean jobs and growth. 

, I ", 


"',' " 
I' 


. , ' . . ' : , ',i , 

. ' . " 
" 

'J: 

A decisive step toward deeper and swifter refonn within China, strengthening the'rule of law; offering 
new opportunities and hopefor a b~tter life to'hundreds ofmillions of Chinese; and making China a 
country freer, more open to the wotId, and mo~e responsive to the rule ~of law than it is today. 

" i . I , . 

And a relationship with the world's largest nat'ion which may have mo~ents oftension and volatility, but 
. I' '.

in which we also act to frnd common ground <ptd strengthen hopes for ;peace. " 

That is the opportunity before us. These are the stakes. And that is why I ask for your support as we 
1

pursue permanent Normal Trade Relations status for China on the basis of this historic agreement. 
I' I 

Thank you very much. 
i ' 

,I 
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China'~ WTO A2cession; America's C'hoice 

, /, 
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Ambassador Charlene Barshefsky 
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National Association of Counties 
I "I , 

Washington, DC 
I 

! 

I 

March 6, 2000 , 
ir i

I ! . 
I I , I I . . !' . 

Thank you all very much. It's a pl;asure to be~back before the NACo; Jvery much enjoyed my last visit 
with NACo's plenary a couple of>;ears ago. I would like to begin by'a¢knowledging those county 
officials who have played a leading role on international trade issues, most recently by participating in 
the Global Centers F10rum this past December, organized jointly by N.f\Co and the U.S. Conference of 
Mayors. The purpose of the fortlII1 was to highlight the importance ofmetropolitan areas as engines of '. 
economic growth through trade arid to share counties' and cities' strategies for success, and many NACo 
members participated. i,. 

. Let me give special recognition to NACo Pr~sident C. Vernon Gray, fresident-elect Jane Hague, 
Executive Wayne Curry ofNACq's Large Urban County Caucus, and,King County Executive RonSims 
for their leadership on this. Ron also serves on USTR's Intergovemm~ntal Policy Advisory Committee 
on trade, a federal trade committee which adVises myself and the President on trade issues. I also would 
like to ac~owle~ge other friendsl at NACo, such as Past President Rfldy Johnson of Hennepin County, 
and Executive Duector Larry Na8ke.! : . I .~ 

" 1-. ' 

It is my great pleasure to be here i'with you t~day, because as county ~ovemment leaders you live and 

work with the Ame:ricans, on theljob and on:the farm, shaping today's international economy; and you 

see fust-hand the potential of trade policy to, create new opportunitie~ and strengthen guarantees of 

fairness for Americ:ans. I.r . :' . '. 


I i 
I 'USTR INTRODUCTION 
I 

Ii 
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. I', 
Let me begin with a brief introductibn ofmy jdb and the agency I head,: and then turn to our central 

challenge for the year ahead: Chinais decision to join the World Trade Organization. 


'.. . . I ! . .;. 

As U.8. Trade Repres.entative, I leak one of the smallest agencies in go~ernment. W~ have 178 full-time . 
employees anda budget of $26 million; which'is in fact not much more than the Defense Department 

I , . 

spends on stationery t:very year. Wi~ this we ~ddress $2 trillion in U.S;_ trade with the world. We 

negotiate, monitor and enforce hundreds of a~eements; and with help and advice from the business, 

agriculture, and labor communities) state and 19cal government, non-governmental organizations, 

Congress, and the int(~rested public~ we develop the American agenda for the future. 


. . I I' : i .' 

Our work rests on a philosophical Jelief in op~n and fair competition, t~gether with strong standards to 

ensure protection for our consumerS, workers and environment. And at:home we are committed to an 

open market which increases compbtition and choice; overseas, we create opportunity for American 

businesses, working people and farlners as we remove trade barriers, c~t foreign subsidies and fight 

unfair trade practices. I' ! 


, ! I 

. Under President Clinton, these principles have helped us negotiate neatly 300 separate trade agreements, 
including five oftnily historic imp6rtance: theiNorth American Free T~ade Agreement, .which cemented 
OuI strategic relationship with our rteighbors Canada and Mexico; the Uruguay Round, which created the 
World Trade Organization; and thr~e multilate~al agreements on Info~ation TechnolOgy, Basic . 
Telecommunications and Financial I, Services. , I 

. I 

. . . . I! 


In part because of this, ourcountry'~ exports g/.w to nearly a trillion ~llars in goods and services last 
year, 55% more than in 1992. And this in turn, together with strengthened support for education and 
fiscal discipline, has played a part ih the remarkable record ofprosperity, job creation and economic 
renewal our' country has built in the past decade. . I 

. I·j 

2000 AGENDA 

I 

I
I I , 


In the months ahead, we will go fu:rther. Congtess is considering legislation to strengthen our trade 

relations with Africa and the Caribbean Basin .. It will soon review the Contribution our membership in 

the World Trade Organization has fuade to our economic record. And, ,With a comprehensive agreement 

. to open China's markets, it will votf on perman.ent Normal Trade Rela~ions with China. Let me offer you 
a few thoughts on ea(:h of these in tum.; . 

I I 

I 
t.I I 

: 

I 
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I. ,Africa & CBI . I 

I 
l 

. 	 i . · . 
To begin with, we are: working wit4 Congress for legislation to enhance the Caribbean Basinlnitiative or . 

< 	 CBI. For fifteen years, CBI has helped to prom,otegrowth and diversification in some of our closest. . 
neighbors; and has thus been ofextraordinary value in supporting the pi-ogress Central America has 
made toward peace and democratiz~tion. We ~nefit from this as well: ,the Caribbean Basin was the 
destination for $19 billion in American exports last year, making the region a larger market for our . 

I , 

goods and serVices th,an countries l~ke France or BraziL To strengthen 9BI therefore is to help the region 
continue a remarkable era of progr~ss; and to further develop one ofo\11." most important trade 
relationships. i '. I. : :. . . ,.' 

I 

f. i 
The Africa bill is an e:qually great opportunity. While at present, our trade relationship with the continent 
is relatively small, sub-Saharan A:fr~ca, with a population of approximt:l;tely 640 million people, over 10 
percent of the world's population, r~presents a market ofgreat potential for the. United States. In a larger 
sense, as so many African countrieJ' are makin~ economic and political:reforms, we have not only an 
opportunity but a moral obligation '0 give them support. , : . 

I 	 ' i 

That is the background ofPresiden~:Clinton's broad economic initiativ~ in Africa, combining assistance, 
debt relief, and trade agreements ~th leading reformers like South Africa, Ghana, Mozambique and 
most recently Nigeria. Our principal goal for tllis year in Africa policy is Congressional passage of the 
African Growth and Opportunity Abt (AGOA),. This Act, which has now passed both Houses of 
Congress, will strengthen each part:of our African trade initiative: helping African countries find new 
markets, strengthening our political!:dialogues,iand encouraging invest~ent and development in Africa. 

, 
I 

I 
2. WTO & Section 125 ,! 

I 

Congress is' also scheduled to make1a five-ye~ review of our work in the World Trade Organization. 
. 	 . I'. : I 

I' 	 , 

I I r I , \ 	 . 

The WTO has had quite a bit of attbntion lately, so rather than give YOll- avery detailed summary ofour 
work, let me rather qace it back to ~ts beginnings. The WTO's origins go back to 1948, when the United. 
States, under Presidellt Truman, led in creation of the General Agreement on Tariffs and Trade or 
GATT. President Truman and Eurdpe's democratic leaders acted with the personal experience of . 
Depression and war. They had seen the SmootlHawley Act in America; and similar protectionist policies 
overseas deepen the Depression an~ Gontribut~ to the. political upheavals of the 1930s. And fifteen years 
later, they believed that by reopeni~g world markets they could promo~e growth and raise living 
standards; and that as open market~ gave nations greater stakes in stability and prosperity beyond their 

. .j ! 

borders, a fragile peal~e would strengthen. 	 I 
, . I. " . i 

i 
I 
I 	 " .!: 
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! I'. . . I ,. .' 
The work they began has continued for fifty years; and their faith in fre~dom, open markets and the rule 
of law is abundantly vindicated. Thl-ough eight Rounds ofnegotiations; and as 112 new members joined ,. ., . 
the 23 founders, we abandoned the I~losed mar~ets of the Depression era and helped to gen~rate 
unprecedented wealth and economip growth over the last five decades. : 

I . . 

, 
I i 

Today, the WTOsystem of trade rules, which succeeded the GATT in 1995, helps make sure our trading 
partners play by the rules; creates ekpanded export opportunities for working people, businesses and 
farmers; and enables us to gain the kdvantagesofimportswhich keep down inflation, increase consumer 
choice and raise living standards, e~pecially for the poorest AmericaD.s.rThebenefifs it has brought us are 
clear in the remarkable record of grpwth, job creation and rising living standards we have built in the 
past seven years. In our ability to p~event a cyc,le ofprotection 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 Ilations becomb one another's customers and investors, they gain stronger interests 
in prosperity and stability beyond their borders;.,, 

It would be unthinkable and catastrbphic iftheiU.S. were to isolate itseiffrom the global system we . 
created. At the same time, we must Icontinue t~ ensure that the rules-based system responds to legitimate 
and growing calls for greater openness and accpuntability. ' 

. I . 
. . .·1' . , 

ONE-W~Y CONCESSIONS 

I' 
I , 

And that brings me to our central ~licy goal f6r the coming year: Chin~'s WTO accession, and 
permanent Normal Trade Relations] . . 

. I 

I . . 
In the most basic sense, when we cqnsider Chi:ba's WTO accession and,permarient Normal Trade 
Relations, we are facitlg a clear choice. ' 

• 1 

I, 

. I
i 

1 '. 

" I

Last November, after years ofnegotiation, we reached a bilateral agreement with China on WTO 
accession. It secures broad-ranging,lcompreherisive, one-way trade concessions on China's part, granting 
the United States substantially greater market access across the spectruIp of industrial goods, serviCes 
and agriculture. This agreement str~ngthens oUf guarantees of fair trade'. And it gives us far greater 

. ability to enforce Chirlese trade conhnitments. By contrast, we agree only to maintain the market access 
policies we already apply to China, ~d'have for over twenty years, by ~aking China's current Normal 
Trade Relations status permanent. I 

! 
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: I 
I 
I 

One might end a discussion of the 'fTO acces~io~ right there. Fr?m ~ Bur~ly ~rade policy perspective, it 
would not be wrong to do so; but wr must .also!thmk about the wIder In:;tphcatlOns.

I! I 
! 

I I ' 
Ii' , 

In China, we have the world's large~t nation; ~e world's fastest-growin~ major economy over the past 
decade; a country wh()se future course is central to our interest in a peaceful, stable, prosperous Pacific 
region; and an often repressive gov~rnment wi~ which we have signifi~ant policy disagreements. And it 
is fair to judge the WTO accession in this lightl as welL 

. ' I ! . 

Ii' .' . 
Our bilateral agreement is, first ofall, in the interest of reform and lioeralization in China. China's 
commitments go well beyond its economic reforms thus far, to addressipolicies that date to the earliest 
years of the communist era. As it joins the WTP, for the first time since the 1940s China will: 

I I 
I 

i 
- Permit foreigners and Chinese finhs to impoJ} freely into China; 

I 

I I 

- Reduce, and in som(~ cases remov~ entirely, state control over internal distribution of goods and 

prov~ion of~ervices; ..1.. .: .. . • . ..... 
- Enable foreIgn busmesses to parbppate m mformatlon mdustrIes suc~as telecommunicatIons, 
including the Internet; and i 

I .I 
- Subject its decisions: in all areas c9vered by tl;1e WTO to. impartial review, including through formal 
dispute settlement when necessary. I . 

I 

This agreement, ofcourse, is not b~ itself a hwnan rights policy . As w¢ promote these changes, we are 
also sponsoring a resolution in the 'VN HwnanRights CollUI)ission condemning China's hwnan rights 
record, and sanctioniIlg China as a "country of:particular concern" under the International Religious 
Freedom Act. i' ' 

I 
. I'. I 

But the agreement does represent a~remarkable victory for economic rerormers in China. It will give 
China's people more access to infoimation, and weaken the ability of hardliners to isolate China's public 

I, , 

from outside influences and ideas. More deeply, it reflects a judgment t- although one still not 
universally shared in the Chinese g~vernment ~- that prosperity, security and international respect will 
not come from static nationalism and state power; but greater integration with the world, rising 
economic freedom at home, and ul~imately de*elopment of the rule ofiaw. And that is why anwnber of 
leading Chinese dissidents and Horig Kong advocates ofdemocracyen~orse WTO membership not only 
for its economic value, but as a foundation foribroader future reforms. ! 

. I"!, 

I I 

, 
. i 


I ' 


I ' 
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WTO accession is also in America'sibroader s~ategic interest. F~r thi~ years, American trade policy -­
from the lifting of the trade embargq in 1972, to the grant ofNormal Trade Relations in 1979, through 
our more recent agreements on intellectual property, agriculture and textiles -- has helped integrate 
China into the Pacific and world ecdnomies. AJ China's neighbors became China's customers and 
investors, China gained a stronger stake in regi9nal stability and prospe~ty. 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 Korearl. peninsula and the Asian financial Srisis. 

WTO accession will carry this mucJ further. Md so, together with our military presence and our 
alliances with the Asia-Pacific democracies, China's WTO accession wi'tl be a factor in favor of a more 
stable regional peace in the years to fome. j i . . 

" I' 

I 

I': 	 ' . 
OVERVIEW OF BILATERAL AGREEMENT 

I' ' 	 '. 
' 	 , , / '.	.! .' : 


I
 
Let me now tum to tht: agreement itself, because as important as it may be for reform and our broader 
strategic interest, WTO accession mhst ultimat~ly be judged on its econpmic merits. And here, I believe; 
it meets the high standards we shoufd set. . . . 	 I 


i 

I 

I 

Our bilateral agreement is comprehensive. It co~ers the full range of industrial goods, services, farm 
products and unfair tra.de practIces; ~ddressing the bruners that blockA1;nerican exports in each of these 
s~ctors. It strengthens American gua'rantees of fair trade. And it will be rapidly implemented and fully 
enforceable. 1· ; . , . 

I , 	 ' ~ 

I	 < !' 

I , . , 
China's industrial tariffs will fall from an average of24.6% in 1997 to9~4% by 2005; Tariffs on 

. 	 I 

information technology products fall from an a,;,erage of 13% to zero by 2005; on autos from 80-100% to 
.25%; on wood products from IO·60/J 1o 3.8%· , I 

1 
I 	 . 'I 

,, 
I ! 

Of equal importance, the agreement 'addresses other barriers. For example, in order to export American . 
companies, farmers and workers ne~d the ability t'O import, export and ~istribute goods in China -- rights 
now denied but which the agreement will secure for us. Thus oui: businesses will be able to export to 
China from here at horne, rather th~ being foreedto set up factories the,re to sell products through 
Chinese partners. I: ' 

I 
i 	 I 

In agriculture, tariffs on U.S. prioritY products ,¥ll drop from an aver~ge of 31 % to 14% in January 
. 2004. To cite a few examples, Chin~ will cut tariffs on beeffrom 45% to 12%; on wine from 65% to 

20%; on dairy from 50% to. 12%; onl,peaches and almonds from 30-12%; on shrimp and crayfish from 
. 	 1 I ! 

I i 
I ., 
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., 	 l 
i 

. 
30% to 16%. China will also expand access for bulk agricultural products such as wheat, com, cotton, 
rice, soybean oil and others, througti tariff-rate quotas that offer dramati~ opportunities to producers of 
these products and permit for the firkt time priv.ate trade in these products. And China will agree to end 
import bans -- we just saw the first tangible result last week, with Chin~'s first purchase of Pacific 
Northwest wheat in over sixty years! And China will go on to cap and reduce trade-distorting domestic 
supports, eliminate export subsidies; and base its agricultural inspection's on science. 

. . 	 II . 	 .. 

;: 

In services, the agreerrlent will open Ithe market/or distribution, financial services, telecommunications, 

professional, business and computer 'services, motion pictures, environmental services, and other 

industries. In fields sU(~h as distribution, telecommunication andseveral1others, this represents the first 

opening to direct foreign participatidn since the 1 1950s. 


. I 

I 

I ,


And as we open these irnarkets, we a~sostrength'en 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 pblicies intended to draw Jobs and technology to China, . 
such as local content, offsets and ex~ortperfonnance requirements. We strengthen protections for 
Americans against import surges frofu China. Apd we guarantee our right to use strong measures to fight· 
unfair export practices like dumping! 

I. 

I 	 i 
, 	 1, .! " 

. All of this will be rapid. Immediatel~ on accession to the WTO, China ~ill begin opening its market in 
virtually every sector. The phase-in offurther concessions will be limited to five years in almost all 
cases, and in manycas(:s one to three;'years. I . . . '! 	 . . 

ENFORCEMENT 

. I· 	 , ' I 

And all of this is fully enforceable. Let me exp~d on this for a moment. : 
I,
. I . 	 i 

I 

. 	 I iI'' 
All trade commitments require full implementa~on and enforcement to b~ meaningful in practice. Our 

I . 

previous successes in irnproving inteHectual property rights and enforcing textile commitments in China 
demonstrate how crucial constant ov~rsight, momtoring, and strict enforcement are in the case of China, 
and our trading partners in general. Ahd with China's WTO membership,. we will gain a number of 
advantages in enforcement we do notlnow enjoy.! : 

i ; 	 ; . 
First is the WTO dispute mechanism itself. In nolprevious agreement has:'China agreed to subject its 
decisions to impartial review, judgmept and ultimately sanctions if neces~ary. 

I 

I I 
I 
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" 
Second, ofcourse, is our continued right to use the full range of American trade laws, including Section 
301, Special 301, and ourcounterv~iling duty ~d anti-dumping laws. : 

I : 
I 
! 

Thin:l, we gain subsUmtial new leverage by creating the anti-import sutge safeguard, as well as 
guaranteeing our right to use stren~ened antidumping methodologies. These features of the accession 
will significantly stre:ngthenour aQility to ensJre fair trading practices.:, , " Ii! 	 ,! 

r 

Fourth, we strengthen our enforcelent Capabijities through the multil1ral nature of the WTO. The 
accession, to begin with, will creat~ a multilateral review mechanis~ to monitor all of China's 
implementation. And as the comm~tments co~e into effect, China Wil~ be subject to enforcementby all 
135 WTO members, significantly diminishing China's ability to play its trading partners off against one 
another. In previous disputes over 

I 

pompliance, 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 issuek we raise and all of whom will shafe our interest in China's full 

, 	 ,! I 

implementation of its commitments. ' 	 ' 
. I' 

Fifth, agreements with China areoest enforced When China's obligati6ns are concrete, specific, and open 
to monitoring. Our bilateral agree~ent thus h3s highly specific commitments in all areas, clear 
time-tables for implf:mentation, ~d firm end-dates for full complianc~. These allow us carefully to 
monitor compliance and present clear eviden~ of failure to comply., • 

, 	 I I I 
, . [" ! ' 	 " 


r 

Sixth, of course, enforcement oftllis agreement or any other depends on U.S. commitment. We are, , 

already preparing for this through President Clinton's budget request for new enforcement and 
compliance resources at USTR, thk Commer~e Department, USDA and other agencies with enforcement 
responsibility. This will give us th~ resources:for the largest monitori~g and enforcement effort for any 
agreement ever, covering China's obligations in the WTO and also import administration issues such as 
dumping and countervailing duties,I, • : ' : . 	 " 

'I; 
i 	 I 

Last, under WTO rules, the U.S. rbtains the right to exclude products made from prison labor, and to 
withdraw benefits in a national se~urity emergency. 'I 

I 
\ 

PERMANENT NTR 

i 

By contrast to these one-way concessions, w~ simply agree to continub our present policies. As China 
" 	 ,,Ii' 
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enters the WTO, we make no changls in our m~ket access policies. wi change no laws controlling the 
export of sensitive technology, and ~ikewise amend none ofour trade laws. Our one obligation is this: we 
must grant China permanent NTRo'r risk losing the full benefits of the agreement we negotiated, 
incIud~ng comprehensive mar~et aCfess, specia,l import protections, ;;mq rights to enforce China's 
commItments through WTO dIspute; settlement:. 

, , 'I,' '1:" . , . ' • t 

, , ' 

.' j ! 

This is, in terms ofour policy toward China, nq real change. NTR is simply the tariff status we have 
given China for 20 years; which Cohgress has reviewed every year and 'round to be in our fundamental 
national interest. But the legislative [grant ofpetmanent NTR is critical. ;All WTO members, including 
ourselves, pledge to give one anoth~r permaneIJ.! NTR to enjoy the benefits ofeach other's markets. Were 
Congress not to grant permanent NTR, our competitors -- Japanese automakers, Argentine ranchers, 

, I , 

Canadian wheat grow(~rs, European 'high-tech firms -- will reap these benefits but American farmers and ' 
businesses may well be left behind. I' ,I , ' , 

IBENEFIT~FOR AMERICANS' , 

I, : ' ' 
I, 1 ' .. 

If we have the wisdoIIt and confidertce to make:the right choice, in a very short time those of you with 
friends and constituents on the factoty floor will see export opportuniti~s and strengthened guarantees of 
fair trade for manufac1uring, from steel to autos, agricultural equipmeQ.t~ wood products, and home 
appliances. ! I' 

I ,I 
j : 

I: , 
I ' 

Those of you who represent university towns ~d high-tech centers Will~see new opportunities for: 
semiconductors, software, pharmac~uticals, ch9micals and computers. :' 

And representatives of rural distric~ will see new markets for your neighbors on farms and ranches, in 
commodities from citrus to wheat, specialty products, beef, pork, cotton, soybeans, rice, dairy and much 
~~ I' \ ' 

I 
I 
! 
I CONCLUSION 

From the perspective oftrade pOlicJ then, this ~hoice is absolutely clJ. ,Chiita offers a set of one-way, 
enforceable trade concessions. In retbrn~ we are; asked only to confirm ~e normal trade status we already 
grant to China; and ifwe do not, we;run a substfUltial risk ofpermanently disadvantaging hundreds of 
American industries and their Ameri,can worke:r:s. 

L 
,I
I 

I ' 
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, ~ , 

At the same time, WTO accession will mean deeper and swifter reform ,within China, strengthening the , ' . 

rule of law and offering new opportUnities and hope for a better life to Hundreds of millions of Chinese. 
I ' 

But most important of all, it can help us build a: relationship with the w6rld's largest nation which may 
,I !,. 

have moments of tension, but in which we also , find common ground and strengthen the hopes ofthe . 
I 'I ' 

next generation for peace.' , 

. I 

That is the opportUnity before us. Th,ese are thei stakes. And that is why ~ ask for NACo's active support 
as we pursue permanent Normal Trade Relatio~s status for China on the basis of this historic agreement. 

I . I . I . 
I 

i 

I 

! 
j 

\., 

J 
j 

i, 
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U.S. AGRICULTURAL AGENDA AT THE WTO I: ' 
" 
1 

I
, 

I I 
1 

I,: ' I 
Testimony of Ambassador Charlene Barshefsky 

I ['" i 
, U.S. Trade Representative 

I 
I : ' I 

Trade Subcommittee bfthe Senate Committe~on FinanceI ' , 

I 
Washington, DC 

I 

I I 

!March 7, 2000 

I I 

I 
Chairman Grassley, Senator Mo¥an, Me~bers ofthe Subcommittee: 

I 
I, , 

Thank you very much for this op~ortunity to: testify before the Subco~ttee on our agenda for 
agriculture at the World Trade OFganizationover the coming year. I look forward to working closely 
with you as we move ahead thro~gh the launch ofagriculture negotiaiions in Geneva, and completion of 
WTO accession for China and o~er prospective WTO members. I, 

I 
I 

, I 

I INTRODUCTION 
!I ., 

To begin with, Mr. Chairman, agnculture has been at the c~nter of American trade policy under " 
President Clinton. ' : " , "i ' 

, I ! 

I 
I 

American farmers and ranchers are the most competitive and technically advanced in the world. We 
produce far more than we can e~er eat; and we therefore must have~e 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 products ranging from grains to oilseeds, meat, dairy, fruits and, 
vegetables, and forest products. pur farmers and ranchers therefore depend on open markets worldwide. 
, This is clear in the record, with ene in three American farm acres producing for foreign markets, with 

I I ' 

U.S. export sales dose to $50 billion last year, despite a drop from the recordlev~ls of 1996 and 1997 

due to the effects ()f the Asian fihancial crisis ,and record harvests in' several countries. ' . 
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r I, 

I 
I 
I 

, f ' 
Open world agricultural markets aJie in the long-term interest ofour trading partners as well, as 

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

defenses against hunger. Countrie~ which are open to agricultural trade diversify their sources of supply 

-- ensuring that consumers will have reliable access to food at market prices, and helping to guarantee 

that natural disasters or other interfuptions of supply from anyone source of food will not mean famine. 


, 
I 

!
, 

I ' , I 

AGRIFULTUlL;\L TRADE POLICY 'GOALS 
r : 

. I ' 
, When the Administration topk office, however, agriculture was a sect<:>r in which trade was more 
restricted and distorted than almost any other.: !. 

I 

I' 
I 

. Non-tariff measures such as quotaS, import bans and uncapped variab,e levies effectively insulated 
inefficient producers from world Iharkets and! could be used to stop all imports. Our trading partners had 
no constraints on thdr ability to uJe export subsidies to dump surplus 'produCtion in world markets. 
American exporters had no effectire recourse~ to challenge import restrictions that were disguised 
protectionist barriers. No limits ex;isted on production subsidies in agriculture. And we had no effective 
forum in which to re:solve our disp,utes on these issues. 

. I I 
I 

,'i' 'I :'. 

Thus, throughout the Administrati!on, we hav~ pursued a strategic prog,am, with our maj~r trading . 

partners, in oui regUmal trade initiatives, and!in the trading system, to reform and open agricultural trade. 

We have given additional resourc~s to agricuitural issues, including the first ever appointment ofan . 

Ambassador-level Special Trade regotiator ~or Agriculture. And we have pursued a systematic effort to: 


- r~duce tariffs and other barriers io trade; I 

Ii, .• . 
- ensure that sanitary and phytosa:r:litary standards are based on science; 

:', I 

- promote fair trade by reducing f~reign expo:rt subsidies and trade~di~torting domestic supports; 
'I ' 

I ' 
- ensure greater transparency and fairness in state trading; and 

I I 
- help guarantee that farmers and ranchers can use new technologies such as biotechnology, when 

evaluated through a fair, transpar~nt and science-based approach to regulation, without fear of trade 

discrimination. '. , 


I 

At the same time, our colleagues kt the FDA :and the Department of19riCulture 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 inlrecent yeazis, to ensure that the American public will have the world's 
safest food supply as we get the b~nefits ofopen trade. I . . 

I I I 
I 

I:, ) • 

. ADMINISTRATION AGRICULTURAL TRADE RECORD 

I' • 

The results of this work are substantial. 
I 
I 

I 
 j ," 


1 

f 

Ope~ing World Markets
I 

I, 1 

With the passage of the North 4erican Freb Trade Agreement iii 19:93, we won preferential access to 
our immediate neighbors. As a result, oui: agricultural exports to Me~ico and Canada have gr~wn by 
nearly $4 billion sirlce 1993. Tog~ther, these'two countries -- with atptal population of 120 million -.­
now buy over a quarter of our a~cultural exports and provide American farmers with at least a partial 
shield against oven:eas economic! crisis. , I , 

. ~ i 

Bilateral agreements worldwide tbve aiso o~ened up new opportunit~es in a very large range of 

commodities. EXarilples include: 
' 

- Beef in Korea; 

- Apples and cherries in China; 

- Tomatoes and apples in Japan; 

! 
'I- Almonds in Israel; 

I 

i 
- Citrus and other fruits in Brazil, Chile, Mexico and other countries; 

r I • 

- A veterinary equivalence agreement with the European Union a4ch;essing sanitary issues blocking US 
live aninlal and aninlal products] . " : ',. 

, 
, I 

'. I! ' 
Our December 1998 agricultur~ agreement'with Canada shows ho~ much practical, real-world value 
these initiatives can yield for out farm comInunlties. This agreement addressed a range of market access 
barriers, discriminatory regulaidry policies and sanitary and phytosapitary issues; and since its . 
conclusion, our agriculturaltrad~ relations}#p has fundamentally changed. 

i I 

1 

3 of 11 
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, ' I ! 

- Feeder cattle are moving into Canada in record numbers. Before theiagreement, Canada took virtually 
no American feeder cattle. So far this marketing year, over 170,000 head of feeder cattle, including 
114,000 from Montana alone, weie shipped to Canada. \ ' 

, ' 

- We have also achieved real market access for hogs. Canada has eliminated burdensome regulations arid 
now allows hogs from states free bf pseudorabies to move easily into 'Canada for slaughter. , 
, 1 I I 

I 

I I'I·, 
. : I . , :, 

- Wheat sales have dramatically increased, with shipments from Montana, North Dakota and Minnesota 
farmers rising from virtually nothing in the 1 ?97-1998 marketing year, to 303,000 tons in 1998-1999. 

ii', ' 
i' . 

, ' " I " "I' 

- Under the In-Transit Program fdr Grains, the U.S. shipped over 720looo tons ofNorth Dakota, 
Montana, and Minnesota wheat ~d barley on the Canadian rail system since January 1,1999. 

, I 
I. 
I 

i , " 
- We are making progres~ on a nubberofregulatOry initiatives as well, dealing with Canadian 
phytosanitary requirements for wheat, including changes to regulations on cereal screenings, kamal bunt, 
the elimination ofCanada's barley' quota, extension to more states of the ability to ship wheat more on ' 
the Canadian ~l system, arid strebIining c?mplex requirements to ~xport U.S. wheat through 
Vancouver. I ' i ' 

" I , 

I 
I 

l(ruguay'Round, 

! 
! 

, I :, , 

All ofthese initiatives, furthermote, help us to set precedents and buitd the internation~l consensus 
necessary for fundamental refo~ ofagricultural trade through the ~ding system. ' 

" ' 

This is now unde:r:way. With the completion of Uruguay Round in 1995, after forty-seven years of 
developing the trade system, we ~egan to bring agricultural trade under fair and internationally accepted 
rules, in each area c.rucial to Amencan agriCUlture: , I I 

I" i 
!: i 

- First, through the Agree~ent oJAgricultur~, the Uruguay Round abolished quotas, ensuring that 
countries use only tariffs to restri~t imports; fmd going on to reduce and bind these tariffs. It SUbjected 
export subsidies and trade-<lisl0rg domeTsupport measures to s~ific li,,"ts, and reduced them as 
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well. 
. I . . 

. - Second, through the Agreement LSanitary land Phytosanitary Meals, the 135 members of the wro 
agreed to use science-based sanitap' and phytosanitary standards to pr<,>tect human, animal and plant life 
and health rather than to bar impoFts. I '.. . Ii' 

I I '. ,I 

I ! i 
, . I 

- Third, the Uruguay Round createa an effecti~e, impartial dispute settlement mechanism to address . 
trade disputes. I I 

., 

! ' 
- And fourth, all participants inthJ WTO agr~ed to a "built-in agenda'j mandating further negotiations in 
agriculture, as well as services, beginning this year. ' '. 

i 

I 
Enforcement ! ' 

I 
I' 

'. ,', I • I 

With the Uruguay Round complete, we set up a special monitoring unit to ensure full implementation of 
these commitments, and we have ~pent considerable time over the past five years monitoring and, , 
enforcing compliance. When we hhve encountered reluctance to comply With commitments, we have not 
hesitated to assert Ollr rights throu~ dispute settlement. ' 

.. .! 

i 
1 : ~ 

In most cases, our trading p&tnerslhav~ met ~eir obligations. However, for those cases in which they 
have not, the U.S. has used the strbng WTO dispute settlement mechapism to ensure that WTO members 
meet their cOrnlnitments or suffer apenalty for failure. To be specific,'we have used the dispute 

" I

settlement mechanism in the past four years to enforce the Agriculture and SPS Agreements in thirteen 
separate cases from :fruit sales to J~pan, to pork in the Philippines, dairy in Canada, and of course the 
still unresolved banana and beef cases with the European Union. Il' 

! ! 

I 
, I,) ,I' 1 

The banana and beef cases are important not 6nly for their concrete' economic importance to American 
agriCUlture, but because they concbm fundamentaIlyimportant principles and precedents. Most notably, 
these are the only cases in which ~ WTO member has not complied'with its obligations after an adverse 
panel ruling --in agticulture or an~here els~ in the system. We expect full implementation of each 
decision and are taking measures to ensure it,: beginning with WTO-authorized retaliation against the EU 
in the banana and beef cases. i : . 

NEXT STEPS 
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I 
I 

I 


• I ' : , 

The Uruguay Round also includ~p a commit:ment by all members to begin a second set of negotiations 
on agriculture and services in th~year 2000.' We have seen fulfillm'etilt of this commitrnentas ' 
fundamental to the credibility of the WTO a~ a whole, in addition tp ~e essential part these negotiations 
will play in the reform and opening of world agricultural trade. ' 

, I' : 
' 

j
, 

" I, 

Des~ite the pro~ss made in the ~ruguay iound and elsewher~, a~cUltural trade remains substantially 
, restncted and dIstorted. TarIffs ayerage 50~ worldwIde for agncultural products. Tanff-rate quotas have 

created access for imports, but often subject'to restrictive conditions.1 The European Union continues to 
us¢ export subsidies intensively,~isplacing ~ore competitive producers from cash markets, harming the 
interests of American farmers and ranchers and imposing a special burden on agricultural producers in 
the poorest countries. Trade distdrtingsubsi~ies continue to encoqfage over-production in some key 
countries, lowering prices for all bther producers., State trading enterPrises control a large share of world 
trade in certain cOIllffiodities. Ana the develc;>ping application ofbiotechnology techniques to agriculture 
raises new challenges for trade ptliCy. ' , 

r ' 
!' 

'I
BUILT:.IN AGENDA 

I 
" , , I: , 

, I'" " " , 
Over the course of 1999, we presFnted formal proposals in Geneva on the range of issues raised\ by these 
policies, reflecting the advice anq, goals we r;eceived in a range of ~oQsultationswith 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 formally open the agricUlture and services negotiations to which WTO members committed' 
themselves iIi the Uruguay Round. This is e~sential not only to the, interests of American agriculture, but 
to the credipility of the WTO itse~f.: I 

I I ' 
" 

L !. 

The General Council's decision cklS for the trst meeting of the agrl.dultural negotiations to be held on 
March 23rd. At this meeting,in aHclition to a~dressing procedural issues, including discussions about 
,chair, time-frames lmd the structlfe of proM sa Is, we will continue o~work with other countries to find 
common ground on reform objectives. While no deadline for the conclusion ofnegotiations has yet been' 
established, the expiration of the peace clause at the end of2003 should encourage countries to proceed 
expeditiously. I,: 

i I 

I! , I 

While the work has just begun, oL fundamehtal principles for agricltural trade refonn in these talks are 
~E 

Il I 
I 

i 
6of11 I 8130/00 3:13 PM 

http:BUILT:.IN


http1Iwww.ustr.gov/speech-testlbarshefskylbarshefskLt36.html 

I.I • 	 I 

- Eliminate Agricultural Export Subsidies -1\ principal goal ofthe.U;S. will be to completely eliminate, 
and prohibit for the future, all agr.icultural export subsidies. ' 

I 
I 

I 
- Lower tariff rates and bind them - this should include reduction and elimination of tariffs, elimination 
of tariff disparities, and simplific~tion of tariff policies, for example in cases where WTO members use 
"compound" tariffs that include ~oth ad valorem and cent-per-kilogram tariffs. 

! 	 , I' 

I 	 r 

- Substantially reduce trade-distobing domestic supports and strengthen rules that ensure all 
production-related support is subject to discIpline, while preserving ~riteria-based "green box" policies. 
In addition, all trade-distorting supports sho~ld be more tightly disciplined. 

, 	 I·;. : 
:. i 

- Improve access for U.S. export~ under tarih--rate-quotas - by iricre~sing quantities eligible for low-duty 
treatment, reducing high out-of-quota duties, and improving disciplines on administration ofTRQs to ' 
ensure that they offer real market access. : , . I. .

I 	 . 
I i' 

. II I 

I 
- Strengthen disciplines on the operation ofstate trading enterprises ~ While state trading enterprises are 
subjectto WTO limits on subsidized exports, there are a number of 60ncerns about their operations, and 
in particular those of monopoly ~xporters. These include the possibility of disguised circumvention of 
export subsidy cOTIlinitments, an~ anti-competitive practices such as;.predatory pricing. 

, I· 	 : . 
, 	 I 
I 	 I 

. - Address disciplines to ensure Jade in agri~ultura1 biotechnology ptoducts is based on tranSparent, 

predictable and timely processe~. While WTO rules cover trade measures affecting biotechnology 
I j.,

products, we are concerned about the utter collapse of the EuropeaniUnion's approval process for 
I 	 , 

biotechnology. We continue to york with our industry, Congressan~ other interested groups in 
developing the best approach fOf dealing with this subject bilaterally and in WTO negotiations. 

. 	 !, I . I 

In preparation for more detailed IproPosalS, ~e wilt extensively C~nSult with stakeholders and Congress, 
and work in tandem with the drafting ofa qew Farm Bill. We are now continuing our work with 
American product:r groups and 6ther interested parties to identify priorities and assessing different .... 
approaches for cutting tariffs, eXpanding a~cess for products subjeci to TRQs, reducing trade-distorting 
domestic support, eliminating e~port 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 cOients fro: the American publica~ large. 

I, 	 . I 
,j
I, ' 

At the same time, we continue our support for the launch of a moreibroadly-based new Round. Beyond 
agriculture and services, we haie pressing needs to address market ~ccess concerns in industrial 

! 
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i ) 

products, electronic commerce, trade facilitation, and othertopics. To build international consensus for 
such a Round will not be a simpl~ task. Howbver, the outlines can be :drawn, if WTO members prove 
willing to rethink their negotiatin~ positions, ;focus more fully on the s,hared benefits of the trading 
system in creating new sources otigrowth and opportunity and the shared responsibilities of reaching 
these goals, and find the balance that allows us to move ahead. As th~ President has said, we will keep 
working toward consensus; we arb willing to!be flexible, and expect our trading partners to do the same. 

REGI<;>NAL INITIATIVES " 
I t. 

I 

I 
. .! • : 

As we prepare for the negotiation~, whether focused on agriculture: arid services or in the broader context 
of a new Round,we will proceed rth initiat,ves which offer concn!tebenefits to producers and set 
precedents for later multilateral achievement. ' '! 

. I, 
I. 
I , ' 

In our regional trad(: initiatives, f<:h example,iwe have already achiev~d consensus on issues ofgreat 
importance to agriCUltural produc~rs. Tb,e 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 ofexport subsidie~. Likewise: the Asia-Pacific EconomicCooperation forum, linking 23 

. I . ! 

Pacific nations, has called for eli~ination oftariffs on forest products and for elimination ofexport 
SUbsidies. . I . . i . i . , 

i 

CHINA WTO ACCESSION 

. I, , 

Of fundamental importance in a1llfuture WT~ work is the accessio~~f new members. Thirty economies 
have applied to join; and each offers us the pptential to set precedent~ and develop support for our 
multilateral goals. I : . . ! . 

I ' 

I 
I , 

China's WIO accession is a case in point. Overall, it represents a comprehensive and one-way series of 
trade commitments. It covers agri¢ulture, manufacturing, and services industries such a,s 
telecommunications, finance, the 'professio~ and others. It includes a 12-year product-specific safeguard 
in the event of import surges into lour marke~, an agre~mentto continue using "non-market economy" 
dumping methodologies for fifteen years, addresses Chinese practices intended to draw jobs and 

I·' ,
technology to China, and much ~ore.] . , ,r . 

I 

In every case, the commitments are specific and enforceable; willbe implemented rapidly; and hold 
China to the same standards we ekpect ofWTO members. With resp~ct to agriculture in particular, we . 
will open China's market for all commodities of significant export interest to us, and address a range of 

,I !.. ,,:' .' 
I. i 
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I 

broaderpolicy issues ofconcern tb American' producers. To review the results briefly: 
. I 

I 
- China will cut agricultural tariffs by more than half on U.S. priority broducts. In the commodities of 
top concern to the United States - ieverythingfrom beef and pork to citrus, processed foods, wine and 
dairy - tariffs will faU from an ave,rage of 31 % to 14%. I' 

. ,. . , 

. - China will end its system ofdisc'riminatory licensing and import bans for bulk commodities, and will 
create market access opportunitid by establishing a WTO-consistent Tariff-Rate Quota (TRQ) system. " 
China will establish significant mid growing TRQs for state-traded commodities such as wheat, com, 
cotton, rice and soybean oil. Chin~ has also cpmmitted 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 corntnodity to be h!nported by;entities other than state-trading entities, and agreed to 
specific rules for the: administratidn of these TRQs. The introduction of private' trade - combined with 

i' , . I 

increased transparency in the process - will ensure increased opportunities for Anlerican agricultural 
exports. I:. :. . 

- China will grant expanded tradmg rights - qurrently, only companie~ that receive specific authorization 
from the Chinese government are ¥tilowed to import into China. Under the bilateral agreement on WTO . 
accession, China ha committed to ~allow any ~ntity to import most products into any part of the country 
within three years ofaccession. A Iselect list of products will be partially exempt from this rule and some 
trade will be channeled through China's state~trading enterprises (including wheat, com, rice and cotton; 
state trading will be phased out fot soybean o~l.) However, specific commitments to end monopoly 
import status have also been established. Additionally, China has committed to liberalize distribution 

. services for all agricultural prodUc~s, except tbbacco, allowing U.S. companies to distribute and market 
their products in China. I I 

i . 
I 

[, I '. 
- China will eliminate export subsidies. China has committed not to Use export subsidies fot: agricultural 
products when itjoills the WTO. 1ms commitment will level the playing field in third-country markets 
for U.S. exports of com, rice and dotton, which in the past have been displaced by unfairly traded 
Chinese exportS. I 

I I 

1 

I 

- China will cap and then reduce dbmesticsupport. China will first cap and then reduce trade-distorting 
domestic subsidies. the specific l~vels will be determined through p:lUltilateral negotiations in Geneva 
on the Protocol and "Working PartY. report. China also committed to provide greater transparency to make 
its domestic support measures mote predictable... ': ' 

I i 

- China will eliminate scientifically unjustified restrictions on U.S. agricultural products. China has 
committed to fully abide by the ter,ns of the WTO Agreement on Sanitary and Phytosanitary Measures, 

, !: ' : I, . ,~ 
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which requires that all animal, plant and human health import n!quir~ments be based on sound science­
. not on political agendas or protectionist conc:ems. : 

. I' ! 

Ii'; 
- Bilateral Agricultural cooperatibn Agreem~nt - Additionally, lasty~ar China and the United States .' 
agreed bilaterally on the terms fot removal of Icing-standing and scientifically unjustified restrictions on 
imports of U.S. whl!at, citrus andlmeat. 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 modem era, Chitia has madel a significant purchase.;of wheat from the Pacific Northwest. 

I '! . 
I 
I 

I . . .. 

- Strong Provisions Against Unfa~r Trade anh Import Surges. The A~eement explicitly permits the U.S. 
to continue using "non-market edmomy" anti-dumping methodology. for 15 years after China's accession 

. 'to theWTO. China has also connlnitted to a strong product-specific safeguard that allows the United 
States for 12 years after accessio~ to restrainlincreasing imports frortr China that cause or threaten 
market disruption. After that, current U.S. safeguard provisions - Section 201 - will remain available to 
address increasing imports. I 

. i 
i , 

Thus our bilateral agreement addtesses the ~ll web of trade barriers in the China market: barriers at the 
I, ,', , 

border, unfair restrictions on marlceting within China, and unscientific inspection standards. As it goes 
into effect, a fifth of the world pdpuIation - now largely blocked from buying our agricultural goods­
will become a new market for farlners, ranchers and food companies lall over the United States; and we 
will develop a series of high-qua1lity precedepts in the world's largest ination for future multilateral talks. 

I 


I 


I, .! . , 

PERMANENT NORMAL TRADE RELATIONS 

'. I 

I 
I 

" t 

I 
. . I II 

As China enters the: WTO, we hare very few obligations. We make no changes whatsoever in our 
market access policies; in a national security; emergency, in fact, we can withdraw market access China 

I . 

now has. We change none of ourllaws controlling the export of sensitive technology. And we amend 
none ofour fair trade laws. . I: .I . 

I . • I • 

,i. i 
I I I :. . . I' I 

But we have one obligation: we must grant China permanent NTR or risk losing the fuiIbenefits ofthe 
agreement we negotiated, iricludihg broad m~ket access, special import protections, and rights to 
enforce China's commitments thrbugh WTO:dispute settlement. I .I. . 

,I I 

Permanent NTR, in terms of our policy toward China, is no real change. NTR is simply the tariff status 
. we have given China since the Carter Administration; and which evety Administration and every 
Congress over the intervening 20lyears has reviewed and found, even at the periods of greatest strain in 

'. I. . I . I' . 

" I 
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I 
our relationship, to be in our fundamental national interest. 

! I I 

· I 
Thus permanent NTR represerits little real c1:)ange in practice. But the legislative grant of permanent 
NTR is critical. All WTO membJrs, includirlg ourselves, pledge tq give one another permanentNTR to 
enjoy the benefits available in on~ another's markets. : '. ~. 

I 

I ! 
! 

I., , '1 

, I 

. ! 

i 

.. i 
! 

i 
i 

i 
· I 

i. 

I 

i 
I 

I 
I; 
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· I 
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I 

I 

r 
Good morning, and thank you very m~ch. I am very pleased to be here with the Kellogg School this 
morning, and for the opportunity to sPFak and exchange views with you :on one ofAmerica's most 
important trade and foreign policy goa,ls: China's accession to the'WTO. I. . 

. I I 

0NE-WAY CONCESSIONS 
! ' 

I 
, 

I: 
. . j. 

In the most basic sense, when we conSider China:s WTO accession and .permanent Normal Trade 

Relations; we are facing a clear choicb.; ... I . 


" I ' 
! ' 
i 
i ' 

Last November;. after years ofnegotiation, we re~ched a bilateral agreement with China on WTO 
accession. It secures br<)ad-ranging, cbmprehensive, one-way concessions on China's part, opening 
China's markets across the spectrum ofservices,:industrial goods and agtjculture. This agreement 
strengthens our guarantees of fair trade, and gives us far greater ability t~ enforce Chinese trade 
commitments. By conn'ast, under theibill Presidtrnt Clinton sent to Con~ess last week, we agree only to 
maintain the market acc~ess policies we alr~ady apply to China, and have for over twenty years, by 
making China's current Normal Trad~ Relations-status permanent. . J . 

~ : . 

: 

DEEPER ISSUES . I 

'. I 
I 

I . 
; 
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Ii': 

One might end a discussion of the WTO: accession fight there. From a purely trade policy perspective, it 
would not be wrong to do so; but we must also think about the wider implications. I I . . . 

i ,', I 

China is the world's largeSt country, and/over the p~t decade the world's fa~test~growing major
I I . j 

economy. The future couri,e of our relationship will have great bearing onAmerican security and 
. I . : 

strategy in the 21 st strategy; and our relationship with China today, as we all know, is free neither of 
deep-seated policy disagreements nor mbments of tension. ' 

I, 
I 
I 
I 

These disagreements and points of tensi6n o:ften dominate the China debate: Many ask why we should 
proceed with a trade agreement -- even #n entirely 9ne-sided trade agreement -- while our differences . 

. over human right~, security issues and opter topics remain. And given the gravity ofour relationship, it is 
fair -- in fact necessary --'to judge the WTO accession in their light. And we can begin by tracing back to 

I , 

its origins the institution China now seeks to join. I 

I, 
, 
d 

I 

: I 
AMERICA AND THE TRADING SYSTEM 

I, . 

• f 

I 

, .1 " j I. 


Today's World Tnlde Org;mization has its roots in the General AgreementQn Trade and Tariffs~ or 
GATT. And its creation in 1948 reflect~d the lessons President Truman apd, his Allied counterparts drew' 
from personal experience in Depression[and war. . 

. , . 

One of the failures they had seen in the 1~,930s was the inability of globalIe'tders to resist a cycle of 
protection and retaliation, including thejSmoot-Hawley Act in the United States and colonial prefertmce 
schemes in Europe, which had deepene~ 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 th~t, 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 . 

I I . , . 
Thus the GATT was one in a series of related policies and institutions that have served us well for nearly 
six decades: collective se(:urity, reflecte~ by the Urlited 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 ~tability an~ open markets, with theIMF and World Bank on the 
one hand, and the GATTon the other. , I 

1'( ! 

, I 

, 
••1 
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Our Asia policies today continue to refl~ct these pripciples. 

i 
- Our military presence in the PaCific, arid alliances!with Japan, South Kore~, Thailand, the Philippines, 
Australia and New Zealand, remain the *trongest guaran~ees of a peaceful and stable region. 

. ,I'" '. 
I 
! 
I .I 

- Our advocacy of human rights, over th~ years, h~s helped reformers bring democracy to. South Korea, 
Taiwan, Thailand, the Philippines and pbrhaps now'Indonesia. ' 

, 

I 
I 

' 
,I 

i 

: , 

." , 

- Our support for IMF rec()very Ptogr~s in Southeast Asia, South Korea arid 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, reducing the international tensions 
that accompany economic. I 

I 

: 
I 

,

I,' I 

, 
1• "I , 

. I . " 
- And our trade policy - urlder the Clintqn Administration, creation ofa regional framework for open 
trade through APEC; nearly 100 specific market-opening agreements including 38 with Japan, 13 with 
South Korea; 20 with the ASEAN state~; and 17 wi,th China; together with -Work toward normalization 
ofeconomic relations with Vietnam, La?s and Carribodia - is helping to create a more open region with 

• greater prospects fors\lstainable growthlin the years ahead. 

Stepping back for a moment, half a centirrY of expefi~nce has fully vindicatbd the commitment to open 
markets we made fifty years ago. Since~e 1950s, global trade has grown fi;ft:een-fold. World economic ' 
production has grown six-fold, and per ~apita income nearly tripled. And sd,cial progress refleCts these 
trends: since the 1950s, world life expec,tancy has grown by twenty years, iqfant 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 pr~dicted -- i.n' tandem with a strong and confident security policy 

I ' ' 

. and growing respect for hllffian rights, tq.e world h~ become substantiallyrnore prosperous, stable and 
peaceful. I, ' 

,CHINA FROM REVOLUTION TO REFORM 

China, of course, took a VI~ry different road after the war. 
, ,I ' 

i ",' : ' 

With the Communist revolution in 194~, it 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 
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I ' 
economic contact between Chinese private citizens:and the outside world. , Illside China were similar 
policies - destruction of private internal trading networks linking 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 ~take in prosperity and 
stability'-- in fact, saw advantage in warfare and revolution -- beyond its borders. 

I ' ! 

In essence, the commitment ofour pos~ar leaders~o collective security, open markets and human rights 
made up a coherent vision, of a peaceful land open world. And China's rejection of these concepts in the 
Maoist era made up an equally coherenti and consistent policy. Its economic; isolation in the 1950s and 

, 1960s can be separated neither from its aiminishing space for individual ,ife and freedom at home, nor 
its revolutionary role in the Pacific regi6n. ' ' " ;' I' 

I i 

i : 

China's domestic reforms since the 1970s have helPed undo.this isolation,'integrating China into the 
Pacific regional economy as they opene~ opportunities for Chinese a~ home. And American trade policy 
over 30 years -- from the Jifting of the tIiade e~bargo in 1972, to our Co~ercial Agreement and grant 

I, ' l ' 

ofNormal Trade Relations in 1979, to ¢e more reqent agreements on intellectual property, textiles and 
agriculture -- has worked with and helped to deepen Chinese reform. ' 

, , ' Ii', 
I 
I 

CHINA WTO ACCESSION 

I. 
I 

The bilateral agreement we reached with China last November thuS caps of:thirty years ofpatient, 
I' 


detailed work. It is a comprehensive ~eement, covering industrial goods, services, farm products, 

unfair trade practices, and all the barrie~s to American exports. ' : 


, . [,' . 

I 
1 , ' 
I, , I' ' 

In doing so, it will help China create 'a rhore open, efficient economy; and help us redress a deeply 
imbaianced trade relationship. It reflect~ the best economic principles taught by the Kellogg School, and 
the classical Chinese historian Ssu-ma ~h'ien, writ~ng in 90 B.C.: ' , " 

, 

! 
I , 

I : 
"There must be farmers to produce food" men to extract the wealth ofmouritains and marshes, artisans to 
process these things, and merchants to tirculate them. There is no need towait for government orders: 
each man will do his part as he gets wh~t he desires. So cheap goods will go' where they fetch more, 
while expensive goods will make men~earch for cheap ones. When all work willingly at their trades, 
just as water flows ceaselessly downhill day and night, things will appear'unsought and people will 
produce them without being asked. n Ii, I ' 

,I! ", 
, , 

i 
As it opens China's marke!t to our goods and services, this is the type ofopen, reformed economy the 

I 
: 1 
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agreement will help create. 

I, 

. I. , 

- In manufacturing, China will cut industrial tariffs from an average of24~6% in 1997to 9.4% by 2005. 
China'will also eliminate all quotas and ~iscriminatory taxes. And ofcritical importance, in virtually all 
products it will allow both foreign and Ohinese businesses to market, distrihute and service their 

• I'! I •

products; and to Import th(~ parts and products they choose. To choose a few: examples ofspecIal 
importance to Illinois, on heavy agricultfu.al equipment, Chinese tariffs will drop by half, from 11.5% to 
5.7%; on semiconductors <md telecommUnications equipment, tariffs will drop to zero. 

" ,~ !' ) , ' , 

i' , 
- In services, China's markets will open for the full range of industries: distribution, telecommunications, 
financial services, insuranee, profession~, businessland computer services, motion pictures, 
environmental services, ac.counting, law~ architecture, construction, travel and tourism, and other 
industries. Express delivery firms at O'Iiare, Chicago's banks and insurance :companies, and others will 
be able to set up operations in China; an~ in fields such as distribution, telecommunication and several 
others, China will open io, foreign participation for lbe first time since the 1940s. . 
" I I ' 

i ' 
I 
I 

. '~: I . ' 

- In agriCUlture, on U.S. priority products tariffs drop from art average of31% to 14% by 2004. China, 
will also expand access for bulk agriculfural products -- Illinois wheat or soy-bean oil are examples; 
agre: t.o end import barts, cap and reduct trade-dist?rting domestic supports,and eliminate export 
SubSIdIes. . i . ' 

:' ; , . ' 

- And the agreement strengthens protect~on ofAme'rican workers and businesses against unfair trade 
practices, import surges, and investment practices intended to draw jobs at:Id technology to China~ It 
addresses state enterprise policies, force~ technology transfer, local content~ offsets and export 
performance requirements .. It provides, for a 12-yectr period, a special anti.,.import surge remedy to 
discipliIie market-disrupting import sur~es from Clpna. And it strengthens our antidumping laws by 
guaranteeing our right to use a special n~m-market economy methodologyt6 address dumping for 15 
years after China's accession to the WTO. 

. I 

I . 

All these commitments are fully enforceable, through our trade laws, through WTO dispute settlement, 
through periodic multilate:ral review of~hina's adherence as wellas multilateral pressure from all 135 
memberS ofthe WTO, through increasep monitoring by the U.S., with the ~resident'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 b the speciat anti-dumping and ant~-import surge remedies. 

. I ' 
, I 

. i 

, 
I i 

Immediately on accession to the WTO,:China will begin opening its market in virtually every sector. The 
phaSe-in offurther concessions will be limited to five years in almost all caSes, and in many cases one to 
three. And the work ahead for China -- bilateral market access agreements With several other WTO 

. " . 
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ii'I 

members, most notably the European Unfon, and a rilUltilateral negotiation or additional rules - should 
strengthen the already very strong accession agreement we negotiated. '; . ' 

, I 
, ' 

i' ' 
. I'ERMANENT NO~L TRADE RELATIONS 

i ' 

I 

China will be a WTO member very soonl Its governinent has committed itse~f to a faster pace of 
market-opening arid reform; and to the risks these entaiL The only question, ironically, is whether we 
will receive the full benefits of their accession as lai

1

d out in the very agreement we negotiated. And that 
brings me to the question of permanent ~ormal Trade Relations, or NTR., ' 

" I 

! ' , 

By contrast toChina's hist()ric set of con4nitments, :we do very little. We make no changes whatsoever in 
our market access policies:. in a national 'security emergency, in fact, we can 'withdraw market access 

I, , 

China now has. We chang,~ none of our llaws controlling the export of sensitive technology. And we 
amend none of our trade la.ws. ' 

. i , 
But we have one obligation: we must gnint China permanent NTR or risk lo'sing the full benefits of the 
agreement we negotiated, including bro~d market a~cess, special import proFections, and rights to "­
enforce China's commitments through WTO dispute settlement. In terms bfour 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 AdministratiQn and every Congress over 
the intervening 20 years hilS reviewed arid found, even at the periods ofgreatest strain in our 
relationship, to be in our fhndamental nJtional interest. . : 

But the legislative grant of permanent NifR is critkal. All WTO members, ipc1uding ourselves, pledge to 
give one another permanelit NTR to enj0Y the full benefits available in one another's markets. If 
Congress were to refuse to grant perm~ent NTR, riur Asian,Latin American,Canadian and European 
competitors will reap thest;: benefits but 1\merican farmers and factory workers, as well as service 
providers, would be left behind. : : . .' 

iI'1 

WTO ACCESSION AND BROADER ISSUES 
l i 

I 

I, 

I 
That is reason enough for our commitm~nt 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. : 

! ' 
" 

. I 
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'I, ' 

I ' 
As I noted earlier, it is not only fair but Ilecessary td 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 Anierican goals would be,fundamentally threatened by a 
retreat from this historic agreement. i ' 

" I 

, . 

As even the brief review I have given ini:licates, China's commitments go well beyond sharp reductions 
, ".1. ' 

of trade barriers at the border. China will: " : . 

, 
" I 

- For the first time since ttle 1940s, permit foreign ~d Chinese businesses to import and export freely 
. 1'1 ' 

from China. ' ' I: ' :' 
! 

- Reduce, and in some cases remove entfrely, state control over internal distribution of goods and the 
provision of services., . I : ' ,:, ; , 

I I 

- Enable, again for the first time since ~e 1940s, foreign businesses to partiCipate in'information 
industries such as telecommunications, ~nc1uding the Internet. , I 

i, , 
- And subject government decisions in fl fields coyered by the WTO to impartial dispute settlement 

when necessary. Ii'_ ': . : 
, I 

I 

ii',I 
These commitments alter policies dating to the earliest years of the commurllst era. They are a 
remarkable victory for economic reform'ers in Chin~, 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 ¢hinese government -- that 
prosperity-, security and international respect will come not from the static nationalism, state power and 
state control China adopted after the wa.r;'but rathet economic opening to and engagement with the 
world, and ultimately devdopment oftI1e rule ofla~. That is why some of the leading advocates of ' 
democracy and human rights in China - IBao 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 thi~ agreement as China's most important step toward reform in 

• I I '.• 
twenty years. . I ': . ~ " 

I , I 

i 

I ': i 

And internationally, the WTO accessio~ will deepen and speed a process that has been ofenormous 
importance to Pacific pea(~e 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 reyolutionary foreign policy of the 1950s and 1960s, 
and towards a positive and constructivelrole in maiptaining peace on the Korean Peninsula, in the Asian 
financial crisis, and on the UN Security ,CounciL : ' ' 

I 
I ' I 

i 
I 

We should never, of cOUJse, imagine th+t a trade agreement will cure all o~ disagreements. When we 

I
, I 

' 
- I 
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disagree with China we must act with dndor and firm assertion of our interests and values - as we have 
done repeatedly with respe:et to Taiwan; las we haveidone in sanctioning Chi~a as a country of special 
concern und~r the International Religio~s Freedom Act; and as will do next :week at the UN Human 
Rights Commission, when we push for aresolution~critical of China's record on human rights. 

I" 	 , ' , 	 '!' I " : '" , 
I 	 ; 

,i, ! 

But this is only part of our approach. As! Theodore Roosevelt said of his Open Door Policy to China in 
the first years of the 20th century, 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, in trade. . ; ',/1, 	 : 

.' 	 I i 

I, 	 ' 

Each step in our China trade policy sinc;e ,1972 has !rested upon concrete ~erican interests; promoted 
reform and an emerging mle oflaw'wit~n China; and better integrated China in the Pacific economy. 
Thus, each has strengthened China's stake in prosperity and stability throughout Asia. Together wi,th our 
Pacific alliances an<;l military commitm~nts; in tandem with our advocacy ofhuman rights, and in the 
best tradition of postwar American leadership, trade policy has helped to s~engthen guarantees of peace 
and security for us and for the world. ' I, ; ". " , 

/ ' 	 i , I 
, , 

And China~sWTO accession~ together ~th perm~ent NTR, will be the 'm~st significant step in this 
process for many years. ' : 

CONCLUSION 
! 

, 

So, ifwe have the wisdorn and the confidence to make the right choice, We open an extraordinary set of 
possibilities. I : ' 

/' 	 , .. 
" i 

, 
i 

A new and fundamentally improved tr~e relation~hip with the world's l~gest country, which offers 
practical; concrete benefits to communjties throughout America: stronger guarantees of fairness fQr our 
working people and businesses; new export opportunities that meanjobs and growth. , 	 ' 

. ' 	 . II 
. ,'! 	 ' i 

, 
A decisive step toward deeper and swi~er reform ~thin China, strengthening the rule of law; offering 
new opportunities and h<>pe for a bettef life to hu.ridreds of millions of Chihese; and making China a 
country freer, more open to the world, ;and more responsive to the rule Of law than it is today. 

" I ' , 

)
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, I 	 :; 
, 	 I 

i 
. I 

. I 	 , I 

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

," t 	 , 

• j ! 

i, .1 

That is the opportunity before us. These; are the stakes. And that is why the Administration is committed 
. ,I 	 . 

to permanent Normal Trade Relations status for China on the basis ofthis,lllstoric agreement. 
. 	 .. I '. 

Thank you very much. 

, 	 I' 
l 

I 

I. 
II 	 , • I 

, . 
i 	 I ' 

, ' 
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I 
I 
I . 

AMERICAN TRADE POLICY AND CHINA'S WTO ACCESSION I' , 

I I . 

; 
j 

Antbassador c;harlene Barshefsky 
I 
:U.S. Trade Representative 
I, 

. ; 

I 

Prepared for Delivery " . , 

I \ 
EponOInic Club of Washington 

Washington, D.C . 
. I' 

I 

i, 
I 

j" March 16,2000
i 
I 

, I' 

. . , 

Good morning, and thank you very much. 
I 

Let me in particular express my very ~incere thanks to Senator Mitchell fpr bringing us together today. 
As Senate Majority Leader, as an advocate for the people ofMaine, and'nIore recently as one of 

, America's leading contemporary stateSmen, Senator Mitchell has built a, remarkable and admirable 
record that stretches from environme~tal policy, ~o peace in Northern Ireland, and to trade policy. It is a 
record o~principle, effel~tive advocacy and patriotic public service. Aod it is thus my great privilege to 
be here athis invitation today to discriss one of America's most important trade and foreign policy goals, 
in China's WTO accession and pennap.ent Nonnal Trade Relations. ' I . . . 

I ' 

9NE,.WAY CONCESSIONS 

I 
In the most basic sense, when we conSider China's WTO accession anq pennanent Nonnal Trade 
Relations, we are facing a clear choic~.: : . 

I' , 

I . , 
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I' 
i ' ,

Last November, after years of negotiatiqn, we reached a bilateral agreementiwith China on WTO 
accession. It secures broad-ranging, cOfl1,prehensive, one-way concessions 'on China's part, opening 
China's markets across the spectrum of services, industrial goods and agric~lture. This agreement also 
strengthens our guarantees of fair trade, :and gives lis far greater ability to eflforce Chinese trade 
commitments. By contrast, under the bi~l 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 

~ , 

I 

, , 

That is the only policy issue now before!Congress. ~hina will enter the WTO. It will retain its current 
market access in America regardless of pur debate. The only question now is whether we will choose to 
accept the benefits of the ilgreement we ,negotiated.: 

I' 

! .. I 

DEEPER ISSUES 

I 
I , 

One might end a discussicln of the WTO accession 'right there. From a purely trade policy perspective, it 
would not be wrong to do so; but we milst also think about the wider impI'i<;ations. ' I ' ' , 

, ; 

i 
i 

China is the world's largest country, and' over the past decade the world's fastest-growing major' 
economy. The future course of our relationship will have great bearing' on American securitY and 
strategy in the 21 st strategy; and our rel~tionship WIth China today, as we all know, is free neither of 
deep-seated policy disagreements nor ~oments of tension. ' , 

:' 
, I , , 

These disagreements and points of tension,often dominate the China debate. Many ask why we should 
proceed with a trade agre(~ment -- even lm entirely one-sided trade agreement -- while our differences 
over human rights, security issues and qther topics!remain. And given the gravity of our relationship, it is 
fair -- in fact necessary -- to judge the WTO accession in their light. And we can begin by,tracing back to 
its origins the institution China now se~ks to join. : ' , 

• ; ! 

. : ' 

I' 

AMERICA AND THE TRADING SYSTEM' 
I 
r 


,i ,1 

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

, I ' ; , 
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from personal experience in Depressi09 and war. I 

! 

One of the failures they had seen in the 11930s 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 deepene~ the Deprt::ssion and contributed· to: the political upheavals of the 
era. Eighteen years later, they believed fhat by reopening world markets they could restore economic 
health and raise living standards; and that, in tandem with a strong and co~fidentsecurity policy, as open 
markets gave nations greater stakes in ~tability and prosperity beyond their borders, a fragile peace 
would strengthen. i : . 

,', 

, ,I ' , 

Thus the GAIT was one in a series of ~elated 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; economicistability and open markets, with the IMF and World Bank on the ' 
one hand, and the GATT on the other. : ' ',,­, 

, 
Stepping back for a moment, half a century of experience fully vindicates the commitment to open ' 
markets we made fifty years ago. Sinc¢ the 1950s,iglobal trade has grown fifteen-fold. World economic 
productionhas grown six.-fold, and per: capita income nearly tripled. And social progress n~flects these 
trends: since the 1950s, world life expdctancy has grown by twenty years: infant mortality has dropped 
by two-thirds, and famin4~ receded from all but the most remote or misgoverned comers of the world. 
And as Truman and his colleagues predicted, in tahdem with a strong and confident security policy and 
growing respect for human rights, the ~or1d has b~come substantially more prosperous, stable and 
peaceful. i' 

, ! 

, Senator Mitchell summed this up in his remarks oh the Senate floor as the 'Uruguay Round Agreements 
Act passed in 1994: I. I , ' , 

i 

"The economic miracle (>f the postwar ;worId is th~t with the expansion of international trade, every 
participating nati?n's eco.nomy has groF' Hum~ ~ell-being has reached more peo~le at higher levels 
than ever before m our hIstOry. Theleadmg beneficIary of that trend has been the Umted States." 

, I:' ' 

I ! 

, Our Asia policies today fully reflect thb fundamental principles of postwai American strategy: 
I I 

. j , 

- Our military presence in the Pacific, fIDd alliances with Japan, South Korea, Thailand, the Philippines, 
Australia and New Zealtmd, remain the strongest guarantees of a peaceful and stable region. 

, I , 
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I . 

- 'Our advocacy of human rights, over ~e years, has helped reformers brihg ,democracy to South Korea, 
Taiwan, Thailand, the, Philippines and perhaps noW Indonesia. . . 

. , I 

I,I 

- Our support for IMF recovery prograriIs in Southeast Asia, South Korea and Russia during the financial 
crisis, and our own commitment to an open market policy, helped guarant~e these countries the 
resources and access to foreign markets: necessary for rapid recovery, reducing the international tensions 
that can accompany economic suffering. I' ;I .

I . . 

I 

I 
- And our Asian trade policy - since 19~2, we have created a regional fram~work 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 IKorea; 20 with the ASEAN states; ~d 17 with China; and 
moved toward normalized economic retations witH Vietnam, Laos and Ca.rnbodia - is helping to build a 
more open region with greater prospectS for sustainable growth in the year~ ahead.. 

I . 
1 

I 
I' 

CIDNA FROM REVOLUTION TO REFORM 
I. ' 

China, of course, took,a very different foad after· die war. 
. I 

I 
! I 

, 
. I . ; . 

As President Truman and his colleagues took the first steps toward the Pds~ar miracle Senator Mitchell 
described, China shut the doors it had once tentati{rely opened to the woHd i Among its new leaders' first 
steps after the revolution in 1949 were to expel foreign businesses from China, and to bar direct 
economic contact between Chinese priyate citizens and the outside world, Inside China were similar 
policies;. destruction ofprivate internal trading networks linking Chinese cities and villages, abolition of 
private property and land ownership, and of course suppression of any right to object to these policies. 
Arid all this had international effects as: well: Asia'sJargest nation had little stake in prosperity and 
stability -- iniact, saw advantage in waIfare and revolution -- beyond its borders. , ,

i . : 
I
I . 

. i ' i· ; . 
In essence, the commitment ofour posrwar leader~ to collective security, open markets and human rights 
made up a coherent vision of a peaceful and open }Vorld. And China's rejection of these concepts in the 

Maoist era made up an equally cohere~t and consi~tent policy. Its econop1ic isolation in the 1950s and 


. I 960s can be separated neither from i~ diminishi~g space for individu~ Iifeand freedom at home, nor 

its revolutionary role in the Pacific region. . I ' 

I 
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China's domestic reforms since the 197Qs have helped undo this isolation, integrating China into the 
Pacific regional economy as they opene~ opportUnIties for Chinese at home. And American trade policy 
over 30 years -- from the lifting of the ~ade embargo in 1972, to our Commercial Agreement and grant 
of Normal Trade.Relations in 1'979, to the more recent agreements on market access,.intellectual 
property, textiles and agriculture -- has korked with and helped to deepen Chinese reform. 

! . , 	 . 

: 
I 

CIDNA WTO ACCESSION , , 

The bilateral agreement we reached with China hlst November thus caps of thirty years ofpatient, 
detailed work. It is a comprehensive a~eement, which covers industrial goods, services, farm produ~ts, 
unfair trade practices, and all the barriets to American exports; which will help China create a more open , , 	 . 

and efficient economy; and which will ?elp us red~ess a deeply imbalanced,trade relationship. 
, 

I 
i ' 

- In manufacturing, China will cut ind~trial tariffs from an average of 24.6% in 1997 to 9.4% by 2005. 
China will also eliminate all quotas anci discriminatory taxes. And ofcritica.J 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. To choose a few examples: tariffs on 
information technology will be eliminated. entirely; tariffs on wood prodll;cts drop from 10.6% to 3.8%, 
and to·zero if the WTO as a whole agre~s to tariff elimination; auto tariffs Will fall from current lev~ls of 
80-100% to 25%. 	 ' . , 

, 

. - In. se:vices, ~hin~'s markets will op.enifor the. fun range of industries:.distribu~on, t~lecommunications, 
finanCIal servIces, msurarlce, profesSlOI}al, busmess and computer servIces, motion pIctures, 
environmental services, accounting, law; architectt,rre, construction, travel and tourism, and other 
industries. In fields such as distributionrand teleco~, China will open to :direct foreigri participation for 

. the first time since the 1940s. ,'.' 
. 	, 

: 

I 

- In agriculture, on U.S. priority produc~s tariffs drop from an average of3 ~ % to 14% by 2004. This 
affects every product from beef, where ~ffs will fall from 45% to 12%';1:0 lobster, where we cut tariffs 
from 30% to 15%. China will also exp~d 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. .. i.' '. 

, 
I' 	 '. 

- And the agreement gives American wbrkers and ~usinesses stronger protection against unfair trade 
practices, import surges, and investrne* practices ~ntended to draw jobs' and technology to China. It 
addresses state enterprise policies, forced technology transfer, local content, offsets and export 
performance requirements. It provides,lfor a 12-year period, a special re~edy to discipline 
market-disrupting import surges from a;hina. And it strengthens our antidwnping laws by guaranteeing 

I ' 
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our. right to use a special non-market eC(j>nomy methodology to address d~ping for 15 years after 
China's accession to the \"TO. 

All these commitments are fully enforceable, through our trade laws, through WTO dispute settlement, 
tQrough periodic multilateral review of China's adherence as well as multilateral pressure from all 135 
membersof the WTO, through increase~ monitoring by the U.S., with theP,resident's request last month 
for a tripling of funds for China compli~ce 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 

I 
;, ! 

. "! 

Immediately on accession to the WTO, ~hina will begin opening its market in virtually every sector. The 
phase-in of further concessions will be ~imited to five years in almost all cases, and in many cases one to 
three. And the work ahead for China -. bilateral market access agreements with several other WTO 
members, most notably the European Upion, and !lmultilateral negotiati()n on additional rules - should 
strengthen the already very strong accession agreement we negotiated. . 

Ii 

PERMANE~TNO~ TRADE RELATI~NS 
, : 

, I' . , 

The question now before us is whether we will take advantage of these commitments. 
, I" 

I 

I 
I 

China will be a WTO meinber regardle~s of the ouico~e ofour debate, iner~ is no doubt of that. Its 
go~ernment has committed itself to a f.bter pace of market-opening and economic reform; and to the 
risks these entail for an entrenched political system. The only question, ironically, is whether we will 

I . 

receive the full benefits of their accession and the historic agreement we .negotiated. And that brings me 
to the question of permanent Normal T~ade Relations status for China,. or NTR. 

I . 

By contrast to China's historic set ofcOInmitments; 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 controllin~ the export of sensitive technology., And we amend none ofour 
trade laws. " . 

i 

, I
I . 

We have only one obligation: we must want China permanent NTR or risklosing the full benefits Qfthe 
agreement we negotiated, including br~ad market access, special import protections, and rights to 
enforce China's commitments through YVTO dispute settlement. In terms ofour 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 Cruter Administrlltion; and which every Administratipn and every Congress over 
the intervening 20 years has reviewed and found, even at the periods of greatest strain in our 

i 
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relationship, to be in our fUndamental n~tional interest. 
, .I 

But the legislative grant of permanent NTR is critical. All WTO members; Including ourselves, pledge to 
give one another permanent NTR to enjpy the full1;>enefits available in one another's markets. If 
Congress were to refuse to grant permanent NTR, 9ur Asian, Latin American, Canadian and. European 
com~etitors will reap these ~enefits butlAmerican fanners and factory workers, as weB as service 
prOVIders, would be left behmd. " , ' 

i I I I 

WTO ACqESSION AND BROADER ISSUES 
i' 
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 woq.d go wellpeyond our export and trade interests. 

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 ~at these American goals"would be fUndamentally threatened by a 
retreat from this historic agreement. 1. I 

As even the brief review I have given iqdicates, C~nals commitments go Well beyond sharp reductions 
oftrade barriers at the botder. China win: I :, 

i , 

, - For the first time since the 1940s, permit foreign and Chinese business~s ~o import and export freely 
from China. . . I,: •' :' . , 

I ' . 
. - Reduce, and in some cages remove en~irely, state control over internal distribution of goods and the 
provision of services. . 

- Enable, again for the fir:st time since the 1940s, fqreign businesses to participate in information 
industries such as teleconununications,iincluding tPe Itltemet. ..• 

- And subject government decisions in ftIl fields covered by the WTO to impartial dispute settlement 
when necessary. ' 

These commitments alter policies dating to the earliest years of the comm~st era. They are a 
remarkable victory for economic refonilers in China, giving China's people more access to information, 
and weakening the ability ofhardliners: to isolate China's public from outside influences and ideas. 

. , Ii •. 
, ' i' 

i 
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I 

Altogether, they reflect a judgment _. still not universally shared within the.Chinese government -- that .. 
prosperity, security and international re~pect will come not from the static nationalism, state power and 
state control China,adopted after the waf; 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 ,;' " , 
That is why some of the leading advoc~tes of democracy and human rights in Hong Kong and China -
Bao Tong, jailed for seven years after Tiananmen ~quare; Ren Wanding, one of the founders of China's 
modem human rights movement; Martih Lee, the leader of Hong Kong's Democratic Party - see this 
agreement as China's most important step toward reform in twenty years. . 

I .'i 

, I 

And internationally, the WTO accessioJ will deepen and speed a process that has been ofenorrrious 
importance to Pacific peac~e and security. Over thirty years, as China has reformed its economy and 
opened to the world, its stclke in the region's stability and prosperity has grown. Economic reform has 
thus helped move its gove:mment away from the revolutionary foreign policy of the 1950s and 1960s, 
and to~ard~ ~ positive an.d constructi.veltr.ole in.maintaining peace on the ,Korean Peninsula, in the Asian 
finanCIal cnSIS, and on the UN Secunty CounCIL : . '. ' 

I i 
I 

, I . . . 

We should never, of cOtmie, imagine thdt a trade agreement will cure all our disagreements., When we 
disagree with China we must act with c4udor and firm assertion of our interests and values - as we have 
done repeatedly with resp(~ct to Taiwan;: as we have done in sanctioning China as a country of special 
concern under the InternationalReligio~s FreedomAct; and as ,will do next week at the UN Human 

. Rights Commission, when we push for Ii' resolution critical of China's record on human rights. 
. I., 

. i 

But this is only part ofout approach. A~iTheodoreRoosevelt said of his Open Door Policy to China in 

the first years of the 20th century:!: I • • 
I. 

I 
., 

"We must insist firmly on our rights; and China mustbeware of persisting in a course ofconduct to 
which we cannot honorably submit. Bufwe in our turn must recognize our duties exactly as we insist 
upon our rights. n " : . 

. ; I , 

. In this spirit, as we insist upon our right~, we also recognize how important a stable and peaceful 
relationship with China is -- forthe Chitiese, for the world, and for America. And thus we see a 

. 1·' , 

fundamental responsibility to act upon *ared interests and mutual benefit., We have done so in the Asian 
financial crisis; in the maintenance ofp~ace on the Korean peninsula; and, for over a quarter century, in 
trade. I 

8/22/005:01 PM 80f9 

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


i . 

http://~.ustr.gov/speechesibarshefskyfbarshefsky_70.htmI 

i ' , 
Each step in our China trade policy sinc~ 1972 has.rested upon concrete American interests; promoted 
reform and an emerging mle of law witJ:rin 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 

I ' 

Pacific alliances and military commitments, in tandem with our advocacy of human rights, and in the 
best tradition ofpostwar American lead~rship, trade policy has helped to' strengthen guarantees ofpeace 
and' security for us and fot the world. ! 

I 
And China's WTO accession, together ~th permanent NTR, will be the most significant step in this 
process for many years. \, , 

I 
CONCLUSION 

. i 
i 
I 
I 

So, ifwe have the wisdom and the confidence to make the right choice, we,open an extraordinary set of 
possibilities. " . !' . ' 

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 offairness for 
our working people and businesses, cre~tes new export opportunities that mean jobs and growth; and 
which caps fifty-three years of patient, difficult and extraordinarily successful work towards a world of 
open markets under law. . . , 

', 
, ' 

I 
'. 

A decisive step toward deeper and swifter reform Within China, strengthening the rule of law; offering 
new opportunities and hope for a betterilife to hunc;ireds of millions ofChi~ese; and making China a 
country freer, more open to the world, jd more responsive to the rule oflaw than it is today. 

I ' 

i 

And a relationship with tlu~ world's largest nation which may have moments of tension and volatility, but· 
,in which we also act to fiild common gtound and strengthen hopes for peace. 

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

Thank you very much. , : . i 
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U.S. TRADE POLICY IN 2000 I . 

.l 

Ambassador Charlene Barshefsky 
I . . 

i U.S. Trade Representative . i . , 

I The Department of State 

Washington, D.C.. i , 
I 

Marc~ 17,2000 

Thank you very much. 

I 

Let me begin by thanking c;:ach member qfthis distinguished group for coming to the State Department 
today, for what I hope will be the first in :~ regular s~ries ofmeetings on the trade agenda. I also thank 
Ambassador Larson and the Bureau ofE~onomic and Business Affairs for, hosting our meeting today. 

, . 
i 

i 
I . " . 

We have a very active trade policy agend!l; for the year ahead. I will introduce it briefly, and then we will 
have time for Ambassadors to offer their comments and ideas. Following this exchange, our regional 
Assistant USTRs will chair individual ses~ions to discuss the agenda we have set in each region ofthe 
world in more detail. But let me first say a\few words 'about the circumstances of this meeting, and the 
. challenges now before us.' . 

I 

PRESENT CIRCUMSTANCES 

As the trade policy work of this new centurY 
\ 

begins, we have, the good fortune to build upon a very 
strong foundation. i', I, . 

http://www.ustr.gov/speecheslbarshefskylbarshefsky_71.htt


bttp:Jlwww.ustr.gov/speecbesibarshefskylbarshefsky_71.html 

, 
Over the past six decades, our predece$sors joined to build a fair, open and mutually beneficial trading 
system. Their work was slow and mar~ed by occ~ional setbacks~ But at each point, they were able to 
overcome both domestic fears and clashing agend!is, recognizing in the ,words of Franklin Roosevelt 
that: 

"A basic essential to pea<:e, permanent :peace, is a decent standard of livirig 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 agrun that if the standard of living in anycountry goes up, so does its 
purchasing power -- and that such a rise encouragJs a better standard of living in neighboring countries 
with whom it trades." ; 

i. 
I" 1, i 
1 

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 
GAIT system and other initiatives, we [fostered what amounts to a fifty-ye¥ economic boom, in which 
the world economy grew six-fold, per ~pita income nearly tripled, and hUQ.dreds of millions offamilies 
worldwide escaped from poverty. Life improved nearly everywhere in the world: since the 1950s, world 
life expectancy has grown-by twenty ye~s; infant mortality dropped by two-thirds; and the threat of 
famine vanished from mu.ch of the world. 

. " . 
And in the recent financial crisis, our s~ared efforts proved their value once again. In this period of great . 
sUffering for many nations, and. great d~ger for the world, the trading system embodied by the WTO, 
together with the network of bilateral aQ-d regional pde agreements set up in recent years, prevented the 
type ofprotection and reuUiation 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 assis1ing the courageous reform policies underway in Korea, . 
Southeast Asia and South America. "I 

I I 

I " 

THE POLICY AGENDA 
I 
i" 

But while we can take justified pride in the accomplishments of the past, :we must also tum to the new 

century and its challenges; and to the ar6as in whic~ we have not done enough. . . 


I 

I'. 

Ii ' , 

1. Development and End of the Cold War ' 

I
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First, we can do more to ensure that thi~ system ofcommon interest and mutual benefit touches the 
entire world. ' 

, , 
,I, 

i 

We have an especially important opporthruty in the decision py China to joi:n the World 1;rade 
Organization. This is an event with great importan~e for reform and long-term growth in China, but also 
for its potential to create a. more open, stable and prosperous Asia-Pacific r~gion in the years to come. 
Approval by Congress of permanent No1rmal TradeiRelations status for China is therefore our central 
legislative goal in the year 2000. The Pr~sident and every member ofhis economic and foreign policy 
team will devote every o1,lnce of effort ~ecessary to succeed. 

, ; 

More broadly, with the end of the Cold War, trade policy has an opportunity 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 a~cession in particular has helped, as the experience of Central 
Europe attests, to promote the market eqonomics, transparency and rule of law essential to a modem 
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 PFace and reform; and in our wor~ toward normalization of 
economic ties with the three nations ofIndochina -.:.Vietnam,Cambodia and Laos. 

I 
• 1 

:, ; 
And an immediate priority is the work ~e can do to promote development, and in particular to offer 
greater support forthe lea')t developed nations. This is the foundation of our push for Congress to ' 
complete its work on the bill to further open U.S. markets on a preferenti~ basis to Africa and the 
Caribbean Basin, as well as our earlier tplilateral decision to expand the (}eneralized System of 
Preferences by over 1700 tariff lines. We continue to note some differences between the House and the 

1 ' 

Senate on the final shape of the Africa-yBI legislation, but we believe they are differences which can be 
overcome, and are looking for a bill with the broadest possible scope of benefits for the nations in these 
regions of the world. I ; 

I 

I 

More broadly, we can build upon this iriitiative at tpe WTO - together, ids to be hoped, with other 
developed nations and more advanced qeveloping countries - to open matkets more fully to the products 
of the poorest and least de:veloped nations, and help these countries more fully share in the benefits of 
the trading system. ' 

2. Gro~th and Rising Living Standards 
1 

i' 

And as we look at the trading system as' a whole, we can do more to raise living standards and promote 
growth for the next genen'ttion. ' ' 
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i , 
I !, : 

f" . 

, , "I'~ :- i' , . 

The world's markets remain in many sebtors relatiJely closed and distort~d; This is especially clear 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 siibsidies which corttinueto plague,tliissector; services, because of 
historical monopolies in lriany countries, and also because in manyservices industries, trade itself has 
only recently becomeferuiible through t¢chnologicaI advance. :', ; , 

[' J , 

i " , 
" ~. , ' " 

, I ''I,;.'!., , 
In both these fields, open markets offer lespecially ~mportant advantages to the world's developing 
countries, through both direct newoppq-rtunities for farmers, and the ecol}omic efficiency and 
technological progress open services markets bring .. We are thus very plea:s~d by the WTO'sagreement 
last month to open negotiatiofls in thesd,two areas. ~But we also can do m'q~e in industrial goods; topics 
such as trade facilitation and electronic ~ommerce;:and in other areas as well. 

, '·i 

I,: ;', I" " ' , ' , , 'I! i ,! ' 

In this connection, we renlain committea to the lauPch of a new global Round of trade negotiations. We 
will continue to work with each ofyour! governmeqts, and WIO Director-General Moore, to build 
c?nsensus for a new ROurl~ at the WI9. To build.irtern~t~o~~l consensu~'for such a Row:d.~i1l not be a 
SImple task Each,of~" a:; III the past, has domestIc senSItIvItIes; each of:~s has a responSIbIlIty to 
overcome them if the ROlind is to succebd. But while this is never easy, the :opportunities before us are ' 
also clear. Theoutlines O!' ~ ~ew Roundlcan be drafn' if :WTO me~bers;~cfept .in.¢e weeks ~d m?nths 
ahead the shared responSIbIlIty of success. We are commItted to this goal ~d WIllIng to be fleXIble III 
reaching it; but if we are to succeed, otHers must b~ flexible as well. ' ' ' 

, ,'! I 
'I I. " 

I " 

' " . ,:,I ! 

Our regional initiatives - t.he Free Tradel:Area of the Americas; the President's initiative on trade and 
investment in Africa, the Transatlantic Economic p:artnership with the ED; APEC, and our work toward', 
regional economic integration in the Miadle East - ~lllikewise all contribute to a more open trading 

.' environment with its attendant increase~ in prospeqty. It is especially he#tening that just last month we 
began drafting the text of a Free Trade Area ofthe Americas, which will realize Bolivar's age-old dream 
ofa Western Hemisphere united by peace, freedom! and open trade. I:' ' 

Ii:' 
, ':, : 
I ' , 
! 

~~ 21st-Cen~ury Economy : .' 
I' : I,.: , .'( , 

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

Third, we must take up th(~ new chatlenges created by the revolution in sc;ience and technology. 
I, ' , ' " i " 
\ ~ I . ~ 
i,' 

I , i " 
I , , . 

. II i ' : ", ; 
Here we have developed a setofprinciples that will help each of us foster technological advance and 
win its benefits: ' i: : ' ',' I ! 

I' I " ! 

" .
I 

. i 
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jt" 

i , ' 

- respect for intellectual property rights,j through the WTO's TRIPs Agre~ment and initiatives we have 
begun in such areas as prc,tection ofoptjcal media products and end-user'software piracy; 

I 

I, , , , 

, , 
• I • ' 

. ' I: ; , i 

- open markets, as in the Agreement on ~ormation Technology and.the proposed ITA II; 

- pro-competitive policies in the service~ industries~ as exemplified by the Agreements on Basic 
Telecommunications and Financial Sen\~ces; and ' 

, ' ' 

- fair, transparent, science'· based regulat~ry policies that allow new prodtlcts and methods of trade to 
emerge while maintaining high standard~ ofconswnerprotection. !" , ' 

, i 

1 ' 

,The coming months will be especially important for intellectual property 'policy, as the WTO'sTRlPS 
Agreement obligations phil.se in. We are~monitoring this process closely, and will work with your 
governments as necessary to facilitate the process. ~t the same time, we ~~ ensuring that trade policy 
and IPR implementation r(!mains suffici~ntly flexible to respond to public health crises such as 
HIV/AlDS.' " 

LOoking further ahead, we see two majot issues of particular reluctance to the 21 st-century economy. 
I, , 

One of these is the development of electronic commerce. Here we will seek to preserve the principle of 
"duty-free cyberspace,~' with the ultimate; goal ofa 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, intellectual property o~ the Net,apd other issues. ' 


A second is the application of biotechno~ogytechniques to agriculture. These technologies have 
, remarkable potential, for example, to red,uce the use of pesticides and ease pressure on land, water and 

other natural resources; but also raise co*sumer concerns which must be met through fair, timely and 
science-based regulatory policies. These ~uestions ate a priority for us both in such fora as the ' 
Transatlantic Economic Partnership negqtiations and at the WTO. 

" !" 

CHALLENGE OF REFORM 
I 

, : , , 

, I 

Finally, we must'show ourselves equal tQthe challenge of reform. 
. , 1 

, 

! 
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~ I . ~ .1 

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 ~bout 
trade policy, and few ofmi now can spe~, as President Roosevelt did, from personal experience of the 
Depression and the contribution misguicled trade policies made to it .. 

, . , 

Therefore the burden upon us, as we. speak with our young people, our men and women c;m 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 SUpP()rt in this newiera it had in the past half-centurY; each ofus must work harder. 
to make the case for open markets; each 1of us must,be willing to listen; aJ.l<:l ~ach ofus must be willing to 
respond to and act upon legitimate criticisms. . 

. ~ I.~· 

,1 . 

I 

The core vision of the trading system is ~ght: opening markets in the past decades has sp~ked 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 detail. ..: .' . .:' 

• 1 ' 

I \I 

I 

But only the Ten Coinmandments are w:qtten in stol1e:.everything human can be reviewed, reformed and 
improved. And that is true of the WTO ~ well. It cap do more to promote growth and rising living 
standards than it does today. It can contribute more effectively to worldwide 'efforts to improve 
environmental protection and promote re:spect for core labor standards. And it must address concerns 
about transparency and inclusion, both wjth 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 improvements in the trading system are many and varie,d, but as nations we must 
start a dialogUe. 

L I. 

CONCLUSION: THE WORK AHEAD 1 

: . 

I .. : 
" 

All the challenges I have outlined this mQrning are complex and difficult. They will require from all of 
us creative thinking, and still more important, a sens~of shared responsibility. 

!. ' 
.:. I 

., 
I .' 
I I" 

But as difficult as the work may be, we sHould be optimists. Together, over fifty years, we have built a 
record of progress toward prosperity, freedom, the rule oflaw and strengthening peace. As we reflect on 
our shared aspirations for the future, this record ofgood will and profound accomplishment is our surest 
guide. I: . " . 

I. .) 

81221004:41 PM .60f7 

http://wwW.ustr.gov!speecheslbarshefskyfbarshefsky_71.html


.. 

< .. 

http://www:ustr.gov/speecheslbarshefskylbarshefsky_71.html 

\. 
,l: 

Thank you very much. I will now take y6ur questions. 

t 

I· 

,, 
I 
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AMERICAN TRADE ~OLICY AND CHINA'S wrO ACCESSION 

I,' ' ,I \. 

~bassador Charlene Barshefsky 
i 

IU,S, Trade Representative 

I Los Ang~les Town Hall 
( 

Los ~geles, CA 

j, 

: As Prepared for Delivery 

, March 22, 2000 
v 

Good evening.Thank you, Dominic; and let me thank allofyou for coming today. It is my great pleasure 
to be here to discuss one ofAmerica's inost important trade and foreign'policy goals: China's WTO, 
accession and permanent Normal Tradf Relations; 

ONE-WAY ,CONCESSIONS 

I' . ' , 

In the most basic sense, when we consider China's WTO accession and permanent Normal Trade 
Relations, we are facing a clear choice:: ' . 

Last November, after years ofnegotiaiion, we reabhed a bilateral agreern:ent with Chinaon'WTO 
accession. It secures broad-ranging, cdmprehensive, one-way concessions on China's part, opening 
China's markets across the spectrum ofservices, 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 ~i1l President Clinton has sent to ~ongress, we agree only to 
maintain the m.arket access policies w~ already apply to China, and have for over twenty years, by 
making China's current Normal Trade:Relations status permanent. 

, 

j, 

, 1 of9. 81221004:41 PM 
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I . . . 
I . 

. 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 ofour ~ebate. The vote Congress takes in a few weeks will simply be on 
whether we will win the benefits ofthe, agreement we negotiated -- which as I :will note later; extend to 
virtually every walk of life, with speci~c commitrrlents opening China's markets to everything from 
films to information technology, hang gliders and tropical fish -- or on the other hand, turn them down 
and give them to the rest of the world. : ! 

I 

I .. 

DEEPER ISSUES 
I' 

. One might end a discussion of the WT9 accession right there. From a pfu.~ly trade policy perspective, it 

. would not be wrong to do so. But it is also, I believe, appropriate to think about the wider implications 
I . 

of thisagreement. Because when California'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 manufactur~rs, but a strategic question ofcentral importance to our country, 
and. most ofall to the young people who will graduate from California's universities and high schools 
later this spring. i . 

i < 

. The reason for this is simple. China is the world's largest country. Over the past decade, it has been the 
world's fastest-growing ITlajor economy,. And the fliture course of our relationship will have great bearing 
on American security and. strategy in thb 21 st strategy.' . . 

, I 

Our relationship with China today, as we all know, is free neither of deep.:.seated policy disagreements 
nor.moments of tension. These often dqminate the China debate, and many ask why we should proceed 
with a trade agreement -- even an entir~ly one-sideq trade agreement -- while our differences over human 
rights, security issues and other topics r~main. It is fair -- in fact necessary ~- to judge the WTO 
accession in their light. And we can begin to see its fundamental importan,.ce if we trace back to its 
origins the institution China now seeks Ito join. ' , . 

I 

I 

i 
AMERICAN POSTWAR STRATEGY 

Today's World Trade Organization has its roots in the General Agreement on Trade and Tariffs, or 
GAIT. And its creation iiI 1948 reflected the lessons President Truman and his Allied counterparts drew 
from personal experience in Depressio~ and war. ; I .. 

.. 
 , I , 
, 
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One of the failures they saw in the 19jOs was the :inability of gioballeaders to resist a cycle of trade . 
protection.and retaliation, including the Smoot-Hawley Act in the Unittrd States and colonial preference 
schemes in Europe, which deepened t4e Depression and contributed to the political upheavals of the era 
in Europe and the Pacifie. Eighteen years later, th~y believed that by reopening world markets they could 

. restore economic health and raise livirig standards; and that, in tandem with a strong and confident 
security policy, as open markets gaveI,lations greater stakes in stability and prosperity beyond their 
borders, a fragile peace would strengthen. !, . 

, 1 

Thus the GATT was one in a series ohelated 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, embodi¢d 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 GATTon the other. I I ' 

Stepping back for a moment, half a ce~tury of experience fully vindicates the commitment to open 
markets we made fifty yt::ars 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 ~~ but the mpst remote or misgoverned comers of the world. And 
as Truman and his colleagues predicte9, in tandem .with a strong and confident security policy and 
groWing respect for human rights, the ~orld has b~come substantially ~9re prosperous, stable and 
peaceful. : 

Our Asia policies today reflect the fundamental principles ofpostwar ~erican strategy: 

- Our military presence ill the Pacific, 4nd our alli:;mces with Japan, Soufu, Korea, Thailand, the 
Philippines, Australia and New Zealand, remain the strongest guarantees ofa peaceful and stable region. 

, , 

- Our advocacy of human rights, over *e years, h~ helped to support the' movement toward democracy 
and the rule of law in mucn of Asia. ,. 

; i . 

- Our support for IMF re<;overy progrrups in Southeast Asia, South Kor~a· and Russia during the financial 
crisis, and our own commitment to an epen market policy, helped guarantee these countries the 
resources and access to foreign market$ nece~sary'for rapid recovery, re~ucing the international tensions 
that can accompany economic suffering. i 

I' 

;' 
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. i. !. .: . 

- And our Asian trade policy is helping Ito build a more open region with' greater prospects for 
sustainable growth in the years ahead: since 1992, we have created a regi6~al 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 
moved toward normalized economic rellations with' Vietnam,Laos and Cambodia. . . 

CHINA FROM REVOLUTION TO REFORM 
. ,I • 

China, of course, took a very. different road after the war. : '; 
• 1. I 

Ii., ' 

With the revolution in 1949, it shut the doors it had once tentatively opened to the wdrl4. Among its new 
1, .' 

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 
ofprivate internal trading iletworkslinking Chinese'cities and villages, abolition ofprivate property and 
land ownership, and of course suppressibn ofany right to object to these policies. And all this had 
international effects as well: Asia's large$t nation had little stake in prosperity and stability -- in fact, saw 
advantage in warfare and revolution -- beyond its bOrders. 

i ;
I 

In essence, the commitment of our postwfrr leaders to collective security, open markets and human rights 
made up a coherent vision of a peaceful and open world. And China's rejection of these concepts in the 
Maoist era made up an equally coherent apd consist~nt policy. Its economi,c isolation in the 1950s and 
1960s can be separated neither from its diminishing space for individual life and freedom at home, nor 
its revolutionary role in the Pacific region. . 

China's domestic reforms since the 1970sihavehelped 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 ofall to China's people, but also to American interests in Mopen, stable and peaceful 
region. And thus, American trade policy o;ver 30 years -- from the lifting ofth~ trade embargo in 1972, to 
our Commercial Agreement and grant ofNormal Trade Relations in 1979, to the more recent agreements 
on market access, intellectual property, te~tiles and agnculture -- has worked With and helped to deepen 
Chinese reform as they secured specific American tra4e interests. . 

, ' 
I 

The intellectual property issues are a case in point. Five years ago, China w~ the world's leading 
manufacturer and exporter ofpirated movi~s and CDs. We identified over sixty separate factories 
.producing these products. We threatened oyer $1 billion in sanctions; we won aseries oflegal 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 ofpirated works, and have continued to investigate and close 
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illegal operations since. 

, : 

As a result, we have substantially stopped pirate manufacturing and export, and are now pushing for 
further action on retail piracy. This is an, advance of fundamental importance to American interests. But 
it is also an advance in a broader sense, pelping -- ~ has every step in out trade policy since 1972 -­
China to develop the habits and values ()f open mru::kets and the rule of la~., . 

. , , 

THE WTO;ACCESSION, , 

. . '. . 

The bilateral agreement we reached wi~ China last November on WTO ac~ssion is the culminatiori of 
this work. It is a.compreh(:nsi ve agreement, covering industrial goods, services, farm products, unfair 
trade practices, and all the barriers to Atherican eXBorts. To offer you a lqok at the details: 

~ . : .. . , ; , 

- In manufacturing, China will cutindus~al tariffs from an average of 24.6% in 1997 to 9.4% by 2005. 
California's information te:chnology indUstry will see tariffs on computers arid other high-tech equipment 
fall from 13.5% to zero. China will alsoieliminate all quotas and discriminatory taxes. And ofcritical 
importance, in virtually all products it will allow both foreign and Chinese businesses to market, 
distribute and service their products; an4 to import the parts and products they choose. 

. I . 

- In services, China's markets are now rupong the world's most closed. With our. agreement, China Will 
open distribution and telecommunications to direct foreign participation for ·the first time since the 
1950s, financial serviCes, insurance, professional, business and computer services, motion pictures, 
environmental services, accounting, law~ architecture, construction, travel and tourism, and other . 
industries. Our agreement also makes qrina one of the very few coun1;ries making specific 
market","opening commitments for movi~s and sound recordings, with studios now able to export 20 films 
a year. on a revenue-sharing baSis to China, and new distribution rights for VIdeos and sound,recordings. . . , 

• I 

- In agriculture, on U.s. priority product~ tariffs drop from an average of31% to 14% ,by 2004. This' 

affects every product from California's 9ranges and ,grapes, vvhere 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 bans; cap and reduce trade-distorting domestic supports; eliminate export 
subsidies and base food safety decisions:on science. . . 

i· 
I' 

,I . 

- The agreement also gives American workers and businesses stronger protection against .unfair trade 

practices, import surges, and investmentipractices intended to draw jobs and; technology to China. It 

addresses state enterprise {)Dlicies, forced technology transfer, local content, offsets and export 


!. 1 ' 
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I I 

performance requirements. It provides, for a 12-year period, a special remedy to discipline 
market-disrupting import surges from China. And i't strengthens our antidumping laws by guaranteeing 
our right to use a special non-market economy methodology to address dumping for 15 years after China 
joins the WTO. ;' I ' 

All these commitments are fully enforc~ble: 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 increase~ monitoring by the U.S., with the President's request for a 
tripling of func;ls for China compliance a!rid enforcement; and through other mechanisms such as the 
special anti-dumping and tmti-import surge remedi~s. ' 

I, 

I, ! 
lPERMANENT NORMAL TRADE RELATIONS 

, 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 brings me to permanent Normal Trade Relations status. 
, ' 

By contrast to China's historic set of co~tments, rve ,make no changes whatsoever in our market ' 
access policies; in a national security.emrrgency, in fact, we can withdraw·rriar.k:et access China now has. 
We change none of our laws controlling the export of sensitive technology; And we amend none ofour 
trade laws. ' 

I, ' 

I, . I 

We have only one obligation: we must giant China permanent NTRor 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 WIO dispute 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 Cartt:r AdministratIon; and wQich every Administration and every Congress over 
the intervening 20 years hal) reviewed and found, even at the periods ofgreatest strain in our 
relationship, to be in our fundamental na6.onal interest. " ' , 

I 

But the legislative grant of permanent N'JiR 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 American farmers and factory workers, as well as service 
providers, would be left behind. ,. I , 
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WTO AC~ESSIONiAND BROADER ISSUES 

. : I 

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

. i: I . 
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 details of this historic agreement 

"I ' 

to its deeper meaning, we see that retreat would fundamentally threaten.these American goals. As even 

the brief review I have given indicates,! China's commitments go well beyond sharp reductions of trade 

barriers at the border. China will: 


- For the first time since 1he 1940s, peqnit foreign.and Chinese businesses 'to import and export freely 
from China. ': 

. I . 

- Reduce, and in some cases remove entirely, state control over internal distribution ofgoods and the 
provision of services. !' . 

' .. 
- Enable, again for the first time since tJ;te 1940s, foreign businesses to p~icipate in information . 
industries such as teleconunuriications, 'Including the Internet. As President Clinton has observed, in the 
new century, liberty'spreads by cell ph6ne andcable modem; with China's Internet usage growing from 2 

. million to 20 million between 1998 and~2000, imagine what this can mec;m. 
I 

- And subject government decisions in all fields covered by the WTO to ,impartial dispute settlement 
when necessary. . 

I I 

These commitments alter policies dating to the earliest years of the commUnist era. They are a ' 

remarkable victory for economic reformers in Chin~ 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 initi'ativ,e President Truman began 

in 1948. i' .. .
I 

That is why some of the leading advocates ofdemocracy and human righfs ih Hong Kong and China­
Bao Tong, j ailed for seven years after Tiananmen Square; Ren Wanding, one of the founders of China's 

. 1, , 

modem human rights movement; Martin Lee, the leader ofHong Kong's Democratic Party - see this 
agreement as China's most important step toward reform in twenty years. ' 

8/221004:41 PM70f9 



http://wrv·ustr.gov/speecheslbarshefskylbarshefskL72.htm I 

And internationally, the WTO accessiort will deepen and speed a process' that has been of enormous 
importance to Pacific peaee and securitY,. Over thirty years, as China has reformed its economy and 
opened to the world, its stake in the reg~on's stability and prosperity has grown. Economic reform has 
thus helped move its government away frOll} 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 on the UN Security ,Council. 

We should never, of course, imagine th~t a trade agreement will cure all our disagreements. When we' 
disagree with China we must act with candor and firm assertion ofour 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 A.ct; and as we are doing at the UN Human Rights 
Commission, when we push for a resolution critical of China's record on .tIuman rights. 

I 

But this is only part of our approach. As [Theodore Roosevelt said of his Open Door Policy to China in 
the first years of the 20th c(mtury: ., . , 

"We must insist firmly on our rights; and China must beware ofpersisting in a course of conduct to 
which we cannot honorably submit. But -ive in our trim must recognize our dutiesexact1y as we insist 
upon our rights." ' ' 

In this spirit, as we insist upon our rights,; we also recognize how important a'stable and peaceful • 
relationship with China is _.. for the Chin€1se, 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 pe~ce on the ~orean peninsula; and,: for over a quarter century, in , 

, trade. 
I;' 

.. ' ) 
.i 

CONCLUSION 

Each step in our China trade policy since i972 has rested upon concrete American interests; promoted , 
reform and an emerging rule of law within China; an4 better integrated Chirtain 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 leadership, trade policy has helped to strengthen guarantees ofpeace 
and security for us and for the world.' ,. 
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I . . 

And China's WTO accession, together With permanent NTR, will be the most significant step in this 
process for many years.' ., 

I 
.. I I, 

That is the opportunity before us: These are the stakes. And that is why the Administration is committed 
to permanent Normal Trade Relations s,tatus for China on the basis of~s historic agreement. 

. II I 

Thank you very much .. 
: ; f 

i : 

I 
: ~ J~ 
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AMERICAN TRADE PQLICY AND CHINA'S WTP 'ACCESSION 

Ii' 

Amba$sador Charlene Barshefsky 
. \ i' 
I 

V.,S. Trade Representative 
I 

, , 
'I .• 

, 

Pacifi~ and Asian Affairs Council 

Honolulu, HI 

March 22, 2000 , : 

Good morning, and thank you very much~ 
I 

Let me express my sincere 1hanks to Lisa;Maruyama for inviting me to me~t with you today. It is my , 
great pleasure to be here to discuss one of Hawaii's signal trade opportunities: and America's most 
importarit trade and foreign policy goals: ~hina's WTO accession and permanent Normal Trade 
Relations.' , 

ONE-WAY CONCESSIONS " ,
I ' 

, I 

, I
I 

In the most basic sense, when we considdr China's WTO accession and pe~anent Normal Trade , 
Relations, we are facing a dear choice. 

, 

Last November, after years of negotiatio~, we reached a bilateral agreeme~t with China on WTO ' 
accession. It secures broad-ranging, comprehensive, one-way concessions on China's part, opening 
China's markets across the spectrum ofservices, industrial goods and agriculture. This agreement also 
strengthens our guarantees of fair trade, dnd gives us far greater ability to enforce Chinese trade 

I ' 

commitments. By contrast, under the billiPresident Clinton has sent to Congress, we agree only to 
maintain the market access policies We ~ready apply to China, and have f~r over twenty years, by 
making China's current Normal Trade ~elations status permanent. 

I, 
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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 ofour debate. The issue before us is 
narrow: whether we will agree to accept the benefits of China's accession arid the agreement we 
negoti,ated, or turn them down and give them to the rest of the world. . 

I , : 
I
i DEEPER ISSUES 

i 

One might end a discussion of the WTO ~cession 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 agriculture, tourism and manufacturing; but a strategic question 
ofcentral importance to the scholars at the East-West Center, the officer corps at the Pacific Fleet and 
ultimately. the young men and women whp will graduate from Hawaii's colleges and high schools later 
this spring. . , 

. . I , " . 
The reason for this is very,clear. China iSithe world's largest country. Over. the past decade, it has been 
the world's fastest-growing major economy: The future course of our relati'onship will have great bearing 

i . 

on American security and strategy in the 21 5t 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 ofdeep-seated policy 
disagreements nor moments of tension. : - . '. . 

. I 

These disagreements and points of tension often dominate the China debate. Many ask why we should 
proceed with a trade agreement -- even a4 entirely one-sided trade agreem~n~ -- while our differences 
over human rights, security issues and other topics remain. It is fair-- in fact necessary -- to judge the 
WTO accession in their light. And we cail begin to see its fundamental imPortance ifwe trace back to its , . 
origins the institution China now seeks tq join. .: .,' 

,I , " ' . 

, 
I . 

AMERICA! AND THE' TRADING SYSTEM 
, 

Today's World Trade Organization has itS roots in the General Agreement on Trade and Tariffs, or 
GAIT; And its creation in 1948 reflected the lessons President Truman and his Allied counterparts drew 
from personal experience Ul Depression and war. : . 
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One of the failures they had seen in the 1,930s was the inability of global leaders to resist a cycle of trade 
protection and retaliation, including the $moot-Hawley Act inthe United States and colonial preference 
schemes in Europe, which deepened the pepression and contributed to the political 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 living 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 strengtherl. . ' 

, 
! 

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. ' " 

. 	 '. 

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

markets we made fifty year's ago. Since the 1950s, global trade has grown~fifteen-fold. World economic 
production has grown six-fold, and per capita income nearly tripled. And so~ial progress reflects these 
trends: since the 1950s, world life expectancy has grown by twenty years, 'iiIfant mortality has dropped 
by two-thirds, and famine receded from ~l but the most remote or misgoverned comers of the world. 
An,d as Truman and his colleagues predicted, 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 fund~ental principles of postwar Am~rican strategy: 

"I 	' 

) 	 I 

- Our military presence in the Pacific, and our alliances with Japan, South ' Korea, Thailand, the 
Philippines, Australia and New Zealand, ,remain the strongest guarantees ofa peaceful and stable region. , , 

- Our advocacy ofhuman rights, over the. years, has helped to support the movement toward democracy 
and the rule of law in much of Asia. ' 	 .

I' 

- Our support for IMFrecovery programs in Southeast Asia, South Korea and Russia during the financial 
crisis, and our own commitment to an opbn market policy, helped guarantee these countries the 

I 	 , . 

resources and access to foreign markets necessary for rapid recovery, redu~ing the international tensions 
that can accompany economic suffering. I 

, . 
I' . 
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I . 

- An~ our Asian trade policy- since 1992~ we have created aregional frarn'ework for open trade through 
APEC; concluded nearly 300 trade agreements worldwide and almost 100 in Asia, including 38 with 
Japan, 13 with South Korea; 20 with the A.sEAN states; and 17 with China; and moved toward 
normalized economic relations with VieiQ.am, Laos and Cambodia - is helping to build a more open 
region with greater prospects for sustainable growth in the years ahead. 

I 

I 	 , , 

CHINA FROM REVOLUTION TO REFORM 

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

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 linking Chinese cities and villages, abolit'ion of private property ahd 
land ownership, and ofcow'se suppressioh 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 war(are and revolution -- beyond its borders. 

I 

I 

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

. i 
China's domestic reforms since the 1970slhave helped undo this isolatipn, integrating China into the 
Pacific regional economy as they opened opportUnities for Chinese at home. This is a trend of immense 
importance most ofall to China's people, hut also to American interests in an open, stable and peaceful 
region. And thus, American ..trade policy ~ver 30 years -- from the lifting of the trade embargo in 1972, to 
our Commercial Agreement: and grant ofNormal Trade Relations in 1979, ,to the more recent agreements 

, I 	 ' 

on market access, intellectual property, te~tiles and agriculture -- has worked ,with and helped to deepen 
Chinese reform. ' , 

CHINA WTO ACCESSION 
I 

I 
! 
I 

The bilateral agreement we reached with China last November is the culmination of this patient, detailed' 
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work. It is a comprehensive agreement, ~overing industrial goods, services; farm products, unfair trade 
practices, and all the barriers to Americ$ exports. As it helps China create a more open and efficient 
·eco~omy, it will help us redress a deepl~ imbalanced trade relationship. To offer you a look at the 
detaIls: 	 i.: 

, I 

In manufacturing, China will cut industrial tariffs from an average of24.~%in 1997 to 9.4% by 2005, 
eliminate all quotas and discriminatory taxes; and of critical importance, In virtually all products allow 
full distribution and trading rights. 

In services, China's markets will open a~ross the board. In fields such as distribution and telecom, China 
will open to direct foreign participation for the first time since the 1940s.In tourism, China will offer 
substantial new opportunities to Hawaii'~ leading industry, with travel agencies now able to provide a 
full range of services for Americans in China, such as access to governmerit'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 

, 	 I 

trade-distorting domestic supports; elim~nate export subsidies and base f~od safety decisions on science. 
. 	 I 


I 

I 	 .~ : 

. , 

I 

And the agreement gives American workers and businesses stronger prot~ction against unfair trade 
practices, import surges, and investment: practices intended to draw jobs arid technology to China~ 

i 

All these commitments art: fully enforce~ble, through a broad variety of means, including U.S. trade 
I 

laws, WTO dispute settlement, multilat~ral coordination and other specia~ measures. . 

! I . , 
I, 

:PERMANENT NORMAL TRADE RELATIONS 

China will join the WTO regardless of the outcome ofour debate. What Congress must decide is 
whether we will accept tli{: full benefits ~f their accession and the historic agreement we negotiated, or 
simply give them to our competitors. Mid that brings me to permanent Normal Trade Relations status. 

I 	 . 

! 

! 
, 

By contrast to China's historic set of co~itments, 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. 

, 	 ' 
I 
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; We change none of our laws controlling ~e export of sensitive technology. And we amend none of our 
trade laws. i 

We have only one obligation: we must gr~t China pennanent 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 commitmellts through WTO dispute settlement. In tenns ofour China policy, this is no 
real change. NTR is simply the tariff sta~s we give to virtually all our tra4ing partners; which we have 
given China since the Carter Administration; and which every Administralion and every Congress over 
the intervening 20 years ha') reviewed and found, even at the periods of greatest strain in our 
relationship, to be in our fundamental national interest. . '. . I ' 

. I 

I : .I 
I 

. ' i . 

. But the legislative grant of pennanent N1'R is critical. All WTO members, including ourselves, pledge to 
give one another pennanent NTR to enjoy the full benefits available in one another's markets. If 
Congress were to refuse to grant pennan~nt NTR, our Asian, Latin American, Canadian and European 
competitors will reap these benefits but American farmers and factory workers, as well as service 
providers, would be left behind. ' 

WTO AcclisSION AND BROADER ISSUES 

That is.reason enough for our commitment to secure pennanent NTR for Ghina. But the costs ofU.S. 
~etreat at this most critical moment woulq go well beyond our export and trade interests. 

I : , 

'I ! 

As I noted earlier, it is not (>DIy fair but n~cessary to judge the WTO acceskio:n in light of its implications 
for refonn in China and Paeific security; ~d when we look beyond the precise comtments China has 
made to their deeper meaning, we see that these American goals would be-fundamentally threatened by a 
retreat from this historic agreement. I _. . 

I . 
I 

: I .
i 

As even the brief review I have given indicates, China's commitments go well beyond sharp reductions 
of trade barriers at the border. China will: 

- For the first time since the: 1940s, penni! foreign and Chinese businesses:to import and export freely 
from China. . .. 

. ,t ' 

! 
- Reduce, and in some cases remove entir.ely, state control over internal distribution of goods and the 
provision of services. 
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- Enable, again fQr the first time since th~ 1 940s, fQreign businesses to. participate in infQrmatiQn 

industries such as telecQmmunicatiQns, including the Internet. " ' 


- And subject go.vernment decisiQns in all fields cQvered by the WTO to. impartial dispute settlement 
when necessary. 'I " , 

, I , ' I i 

These cQmmitments alter PQlicies dating to. the earliest years Qfthe cQmmunist era. They are a 
remarkable victQry fQr econQmic refQrm,ers in China, giving China's peQple more access to. info.nt:Iatio.n, 
and weakening the ability Qf hardliners to. iSQlate China's public fro.m Qutside influences and ideas. 
AltQgether, they reflect a judgment -- stlllnQt universally shared within the Chinese gQvernment -- that 
prQsperity, security and internatio.nal respect will co.me nQt frQm the stati~ natiQnalism, state PQwer and 
statecQntrQl China adQpted after the war; but rather eCQnQmic Qpening to. and engagement with the 

I 

WQrld, and ultimately devdQpment Qft:Jie rule Qflaw, inherent in the initiative President Truman began 
in 1948. That is why SQm(~ o.fthe leading advo.cates o.f demo.cracy and hUman rights in HQng KQng and 
China - BaQ TQng, jailed fQr seven years after Tiananmen Square; Ren \\landing, one Qfthe fQunders Qf 
China's mQdern human rights mo.vement; Martin Lee, the leader Qf HQng: Ko.ng's Demo.cratic Party - see ' 
this agreement as China's mQst impQrtant step to.ward r~fQrm in twenty years. 

I 
I , ' 

And internatiQnally, the WTO accessio.n will deepen and speed a proces~;that has been Qf enQrmQUS
I 

impQrtance to. Pacific peace and,security. Over thirty years, as China has refo.rmed its eCQno.my and 
Qpened to. the Wo.rld, its stake in the re~Qn's stability and prQsperity has grQwn. ECQno.mic refQrm has 
thus helped mQve its gQvernment away frQm the revQlutiQnary fo.reign policy Qfthe 1950s and 1960s, 
and to.wards a PQsitiveand co.nstructive:role in maintaining peace Qn the Korean Peninsula, in the Asian 
financial crisis, and Qn the UN Security'Co.uncil. .' , 

, 

We shQuld never, Qf CQurse, imagine tltiit a trade agreement will cure all our disagreements. When: we 
disagree with China we rrlUst act with clmdo.r and firm assertio.n Qf Qur interests and values - as we have 
dQne repeatedly with respect to. Taiwan; as we have dQne in sanctiQning Chir!a as a CQuntry Qfspecial 
CQncern under the Internatio.nal ReligiQUs FreedQm Act; and as we will do. this week at the UN Human 
Rights Co.mmissiQn, when we push fQr 'a resQlutiQn critical Qf China's recQrd Qn human rights.

I ' " 

\ 

But this is Qnly part o.f Qur apprQach. As TheQdQre RQQsevelt said Qf his Open DQQr Po.licy to. China in 
the first years Qfthe 20th century: : ' ' 

I I' . 
i " 

"We must insist firmly o.n Qur rights; and China must beware Qf persisting in a CQurse Qf cQnduct to. 
which we cannQt hQnQrably submit. Bu~ we in Qur turn must recQgnize o.ur duties exactly as we insist 
uPQn Qur rights. II 

I' 
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In this spirit, as we insist upon our right~, 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 

I .. 

financial crisis; in the maintenance of~ace on the Korean peninsula; anq, for over a quarter century, in 
trade. 

CONCLUSION 

Each step in our China trade policy since 1972 has rested upon concrete American interests; promoted 
reform and an emerging mle of law witliin 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 commitm~nts, in tandem with our advocacy of human rights, and in the 
best tradition of postwar American leadtrship, trade policy has helped to ;strengthen guarantees of peace 
and security for us and for the world. I 

And China's WTO accession, together ~th permanent NTR, will be the most significant step in this ' 
process for many years. i . 

I . ' 

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 ofthi:s historic agreement. 

, : :Thank you very much. 

I 
, , . 
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USTRAGENDA AND BUDGET REQUEST 
I . , 

Testimony ofAmbassador Charlene Barshef~ky 
, ' 

Un,ited States Trade Representative, 

House Appropriations Subcommittee on Commerce, Justice, State 

The Judiciary and Related Agencies. 

April 5, 2000 

• .; I 

Mr. Chairman and Members of the Subcommittee, thank you for thi~ 9Pportunity to testify on the 

President's Fiscal Year 2001 budget request for the Office of the u.s. Trade Representative. 


! 


I· . . 

, I regard it as a great privilege to present this request. And I believe this hearing is especially important to 
us, as this year the President is requestingari increase of $4.1 milliop and 25 full-time career positions 
for the USTR. This would be relatively minor for almost any other agency, but will be of decisive 
significance for us as we open a new century in trade policy. : 

I 
We are, by preference and traditiqn, a small and lean agency. Each ofour 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. Chairman, the value of America'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. ; , 

, , 

- In 1993, the world trading system embodied by the General Agreement on Trade and Tariffs had a 
limited set of essentially unenforceable rules that applied differertly to different members. Today's WTO 
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is a comprehensive set of rules which ale enforceable and apply to every 'single member; its coverage 
now extends to agriculture, services, high-tech fields and other issues; mid it has a strong dispute 
settlement mechanism which we have used in 49 cases to preserve and ehforce 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 acc,~ssion of 30 prospective new members. 

- 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 maj6r discussions on the links between trade policy, environmental 
and labor issue~, and launched new regional trade initiatives in Africa, Asia, Europe, Latin America and 
the Middle East. I 

TRADE PHILOSQPHY AND NEGOTIATING RECORD 

I 
, I 

To more fully illustrate this, let me now tum to a detailed review of0u!:' 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 Preside~t's words to negotiate agreements 
that help us create "more growth and more trade, with better protection for working people and more 
sensible environmental policies." I . 

Thiswork 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 agreeme)1ts with Japan, 17 with the European Union, 20 with Canada, l3 ' 
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 ~pecial focus on high technology, fundamental improvement in world 
intellectual property standards, and ;opening the first major discussio~s on the links between trade policy, 
environmental and labor issues. And looking ahead, we have launched major trade initiatives in Africa, 
Asia, Europe, Latin America and the Middle East. . , 

Especially notable among these achievements are six agreements of:historic importance, which together 
have reshaped the world trade envi~onment. 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 ;work of bringing agriculture and 

, . I • 
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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 t6 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. 

j, 

RESULTS SINCE 1993 

I 	 " 

These policy achievements, in tum, helped catalyze a 55% expansion ofAmetican goods and services 
exports since 1992, to a record level of:$958.5 billion last year. This strong export perform~ce is 

. I 	 . " 

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 fi~cal discipline since 1993 and increased 
investment in education, by opening mkkets, advancing the rule of law, and promoting competition, our 
trade policy has contributed to a record of: . 

I 

: I 

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

• 	 Jobs: U.S. employment has groWn by nearly 21 million jobs, as unemployment levels dropped 
from 7.3% to 4.1 % This is the 16westunemployment rate since Janl¥fY 1970. 

• 	 Rising Living 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 coq.sumer prices especially for basic household necessities. This is 
especially important for the poorest families. ; 

• 	 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 is up 40.5%, including growth in 

, 	 I 

manufacturing production of nearly $400 billion. By comparison, Germany's total industrial 
growth in the same period was dnly 6.3% and Japan's 3.6%. .• . 	 . 

I 

• 	 Shared Benefit: Americans hav~ broadly benefitted· from our expan~ion, with poverty rates falling 
to the lowest level measured sin,ce 1979, and unemployment at record lows for African-Americans 
and Hispanics. 

I' 

A final, and very important, pointto note is that in the past seven years; the United States' share ofworld 
foreign direct investment has sharply increased, with foreign countries investing well over $500 billion 
in America between 1994 and 1998. N1.any had expressed fears that a mote open world would promote 
investment in countries with lower wages or weaker labor and environ.niental standards. In fact, it 
appears that the United States- with bur high standards - remains a very attractive investment 
destination. 
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NEXT STEPS 


Our responsibility is to build upon thes:e achievements as we look ahead to. America's place in the world 

economy of the 21 8t century. Expansio~ of trade will remain crucial to growth and technological 
progress for bur nation and rising living standards for our people, and a strong trade policy will in turn 
be essential to expand trade and advan~e the principles of fairness, transparency and opportunity which 
allow us to succeed: In this work, criti~al goals include: 

! ., 

, 
, 	 ' 

.. 	 Continue our progress toward open and fair world markets, through leadership in the World Trade 
Organization on the accession of new members and the newly begun negotiations on agriculture 
and services; and broad, substantial initiatives with all our major trading partners in each region of 
the world; 

, 
• 	 Continue an active bilateral agel,lda, to solve trade problems and ~nhance exports; 

• 	 Advance the rule of law and defend U.S. rights by ensuring full compliance with trade agreements 
and strongly enforcing our trad~ laws; 

., 
• 	 Encourage the full participation'of all economies, including economies in transition and 


developing nations, in the worlq. trading system on an equitable basis; 

,, 

• 	 Ensure that the trading system helps lay the foundation for the 21st-century economy by offering 
maximum incentives for scientific and technological progress; 

• 	 Ensure that trade policy complements and supports our efforts to' ptotect the world environment 
. and promote core labor standards overseas; and 

• 	 Advance basic American value$ including transparency and accessibility to citizens and 

involvement of civil society in the institutions of international tr~de. 


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 ofliving in the years ahead. A detailed look at our record and 
priorities follows. .:' , 

I. GROWTH ~ND 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 crucial to our country's prospects~or growth and rising living 
standards in the new century. We purs~e this goal through multilateral negotiations ,at the WTO, and 

, through bilateral, regional and sectoral negotiations. 
i 

THE WORLD TRADE ORGANIZAT~ON 
, ! 

A strong, healthy trading system is cru~ial to America's economic and security interests. The efficiency 
ofour industrie's and the high living standards ofour families reflect both the gains we receive from 
open markets abroad and our own ope~-market policies at home, as well as from the framework of rules 
we have designed to ensure that American products receive fair and predictable treatment around the 

, world. 	 , 

, ' 


j, 

Work at the trading system has thus b~en 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 expdnd the rule of law, thfough a system applicable to aU members; 
creating a strong dispute settlement m¢chanism, strengthening our abil~ty to enforce our trading partners' 
commitments; broadening those commitments both to further open industrial markets and to cover areas 
cov<?red only partially or not at all, inqluding agriculture, services, and intellectual property; and 
lowering' barriers to create new opportunities for our industries and workers. 

I 	 ' 

I ' 

, 

This was a step of great significance for all countries which participatel in the WTO, but America, as the 
world's largest exporter and importer'i 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 importantstrategic trade policy goals. 

, 	 : ' , 

Since 1995 

, 	 i , 
. 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, letme note that the WTO has been 


, crucial to strategic American goals including: ' 


Building the 21§!...CentlJl)' Economy :- The WTO has been at the leading edge ofour strategy to capitalize 

on American technological leadership as we build the economy of the 21 st century. Through landmark 
agreements on Information Technol<;>gy Products, Basic Telecommunications, and Financial Service~, as 
well as the electronic commerce "duh'-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 
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competitive nation, helping to spur investment, reduce costs to consumers and foster technological 

advance. These are discussed in more d~tail in the "21st-Century Economy" section below. 

End ofthe Cold War - Ten years after the fall of the Berlin Wall, the transition economies -those nations 
in Asia and Central and Eastern Europe :making the transition from corru:l:tunist central planning regimes 
to market economics - have made remarkable progress. This owes a great deal to the WTO's role in 
promoting economic refOIm 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 governments greater interests in world prosperity and stability. 

I ' 

Those nations which have completed the transition - for example, Poland, Hungary and the Czech 
Republic - have found that the WTO's principles 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, M~mgolia, the Kyrgyz Republic, Latvi,a, 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 isdiscussed in more detail below) in 1999 we 
completed an historic bilateral agreement on WTO accession with China.' 

This work extends well beyond the transition economies, of course. In the Middle East, for example, 
Jordan has completed its negotiations to'enter theWTO. We have made Significant progress with Oman, 
and held important discussions with Saudi Arabia. In Asia, we have completed our negotiations with 
Taiwan. And we also have made significant progress with Vanuatu in the1pacific. 

Promoting Development and Economic Opportunity in the Poorest Countries - Our work at the WTO is 
also ofcrucial 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 CBl nations to 
ensure that they can participate fully in the trading system, and to offer these nations new opportunities 
for market access. ' : 

World Economic Stability: The WTO al$o 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 ~ cycle of protection and retaliation similar to that of the 
.Depression era, ensuring affected countries the access to markets they needed for recovery, and 
minimizing damage to American farmers and manufacturing exporters. ' 

Next Steps 
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The coming year marks an importan~ turning point for the multilateral. tr~ding system. Three areas in 
particular will be central to our agenda. 

! 
! 

First of all, we are devdoping the negotiating agenda of the future. Per the existing commitment made in 
the Uruguay Round, WTO members have agreed on the opening of fo~al 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 meat} perhaps most to future prospects for rising living standards, 
technological progress, and sustaina1:He development across the globe. And we have set ambitious goals 
in each. . 

, , 
I 

i 
I . 

In agriculture, the WTO Agreement cpn Agriculture, with binding com'mitments on market access, export 
subsidies and domestic support, provides the basis on which to pursue further agricultural 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 disciplines on the administration of 
those TRQs; reducing trade-distorting domestic support levels; and ensuring that the operation of 
agricultural state trading entities are ~ore market-oriented. We also want to ensure access for 
biotechnology products by ensuring ~hat regulatory regimes are open, transparent, science-based and 
subject to due process. ' 

, ' 

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 ~ervices, telecommunications, professional services, private 
education and training, private healthcare, travel and tourism, and other sectors of great importance to 
the American economy and in partictilar 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 compan~es' 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 particular as electronic commerce and the Internet develop and change 
international commerce. : 

Beyond these mandated negotiations, we have pressing needs to addrt;ss market access concerns in 
non-agricultural products, electronic 'commerce, issues related to trade arid 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 Round. 

To build such a consensus will not be a simple task. However, the outlines can be drawn, ifWTO 
I 
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members prove willing to focus mote fully on the shared benefits of suc~ess, and find the balance that 
allows us to move ahead. As the Pre~ident has said, we will keep working toward consensus. We are 
willing to be flexible as our discussions continue. But success depends on flexibility on the part ofour 
.trading partners as well. : ... . .', . 

I 

Second, we are focusing intensely on implementation ofagreements. 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 Valuatioh, Trade~Related Investment Measures and Industrial Subsidies near 


L 

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 

• I I 
ensure comphance. i . ; . 

I 

Third, we are working towards instit~tional reform ofthe WTO. Our agenda here will center on the need 
for greater transparency - both extern~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 is also discussed in more detail 
later in this testimony. ,I 

REGIONAL AND BILATERAL AGENDA 

, 
Together with and complementing ou~ focus on the World Trade Organization has been a bilateral and 
regional agenda covering each part ofthe world and our major trading partners. 

! 

. i ASIA-PACIFIC 

Nearly a third of all U.S. trade is with the Asia-Pacific region. Here we have some of our most 
significant opportunities~ and also som~ ofour most complex trade policy challenges. In response, we 
have pursued a strategy with the follOWing major goals: 

- Opening the Chinese market and normalizing trade ties with China; 

- Market-opening and dei"egulation in J~pan; 
, 

- Intense bilateral negotiations with ow! trading partners in South Korea and the Association of Southeast 
Asian Nations (ASEAN); 
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- Normalizing economic ties with th~ region's other transitional economies, including Mongolia, 
Cambodia, Laos and Vietnam; i ' ' 

- Reducing trade barriers and strengthening our trade dialogue with India; and 
I 

- Developing a broad commitment to open regional markets through the Asia-Pacific Economic 
Cooperation Forum (APEC). 

I, 

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

China 

I 
I 
I 

I 
This year, our top trade policy priority is the completion of China's WTO accession, and the approval of 
permanent Normal Trade Relation (NTR) status for China. 

I 

Since 1992, oUr trade policy goals have been to open China's markets' to; American exports, support 
I ,,' 

Chinese domestic economic reform, land integrate China into the Pacific, and world economies. We have 
used a variety of means to achieve tijese goals, including commercially meaningful agreements in ~uch 
fields as agriculture, textiles and intellectual property that open opportunities and strengthen guarantees 
of fair trade for Amerieans. 

, 

' 
' 

'This culminated last November in 04 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 elirninating barriers to the American exports and strengthening guarantees of fair 
trade for American businesses and working 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. 

I 
, ' 'I 

Our bilateral agreement is comprehensive. It covers tariff and non-tariff 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 limited to five years in almost all cases; and in many cases to one to three 
years. These commitments are specific and enforceable through WTO~dispute settlement, U.S. trade ' 
laws, and other special mechanisms.! ' 

: : 
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The full benefits ofthis agreement, of course, will require extensive monitoring and enforcement. With 
permanent NTR in place, WTO acce$sion will substantially strengthen our enforcement capability'with 
respect to China, for example throug~ WTO dispute settlement, our ability to work with 134 other WTO 
members instead of acting alone, mu~tilateral 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 enforcement and compliance resources at theUSTR, 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. 

i. . . 

By contrast to these historic commitmen~s, 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 ofa national secur.ityemergency. 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 
protections, and rights to enforce China's commitments through WTO : dispute settlement. 

, . I 

All WTO members, inc1uding ourselves, pledge to give one another pt:fmlanent 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-largest economy, we have worked 
throughout the Administration to promote reform, market-opening and deregulation that will both create 

. opportunities for Americans and help:to 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 ofthe Administration in 1993, addresses 
sector-specific barriers and underlying structural obstacles in the Japanese mark~t, as well as . 
macroeconomic issues. 

Since 1993, the United States has con;cluded 38 market-opening agreements with Japan in such sectors 
as telecommuniCations, medicartechnology, autos, agricultural products and insurance. The 
Administration has placed top priority on monitoring Japan's implementation and enforcing U.S. rights 

. under these agreements.' i .' • 

I 
In 1997, the Administration complem~nted this approach with the launqhofthe U.S.-Japan Enhanced 
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Initiative on Deregulation and Competition Policy to address the re~latory 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 device's sectors. This year, we are working toward further progress under 

. I ' ' 
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 continud 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 th6se 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. private services 
exports in 1998 (latest data available), accounting for 12.5% of total U;S. private services exports. These 
gains are particularly significant giv~n 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 anrtounced ~ 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 procurdment agreement in July 1999 that ensures open, non-discriminatory, 
and transparent procurement by the foUr successor Nippon Telegraph and Telephone (NTT)'companies, 
which together are the largest purchaser of telecommunications equip~ent 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 re~ently, the Administration 
remains concerned with structural iss1,les in Japan, such as possible obstacles to competition and 

. restructuring in Japan's steel market, ~hich may have contributed to the oversupply of steel. 

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 ~ispute settlement, and the Asia-Padfic Economic Cooperation 
foru.rll (APEC) to achieve our market 9pening objectives. : . 

. I 

Other ASiJ.Pacific Trading Partners and APEC 
i, . 

! 

Over the past seven years, the Clinton IAdministration has worked to build a broadly more open regional 
Asia-Pacific trading environment, iliro'ugh regional negotiations beginning 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 intellectual property; and economic liberalization in the aftermath 
of the 1997-99 Asian financial crisis. 

Specific accomplishments here include the landmark Information Technology Agreement begun in 
APEC and adQpted by the WTO in 1 p97; 13 bilateral agreements to open markets to beef, automobiles, 
pharmaceuticals and other products ip. South Korea; 20 bilateral agreements with the members of the 
Association of Southeast Asian Nations (ASEAN); normalization of economic relations with Mongolia; 
completion of Bilateral Commercial A.greements with Cambodia and Laos (with NTR still pending for 
Laos and granted for Cambodia) and jOur negotiation of an agreement in principle on market access in 
Vietnam last year. 

The APEC Leaders Meeting also ina~gurated a program of regional discussions on trade liberalization. 
I 

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 facilitatibn, electronic commerce, and other!issues; and the building of 
consensus on tariff liberalization in l§ other industrial sectors 

, I 

These efforts have been complicated by the unprecedented economic crisis which struck Asia between 
1997-1999. The region has begun its ~ecovery, 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 

I 

enabled trade in the region to expand i;n 1999, and avoided a destructive spiral of protectionism such as 
that which damaged the world econ0n1Y 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 th~s goal. We will work to ensure that APEC continues making 
specific and concrete strides toward achieving its goal of open markets in the region, and just as 
importantly, to continue to playa leadmg role in the global trading system~ by acting as a -catalyst for 
multilateral trade liberalization. We al~o will continue working with ow; individual trading partners, and ' 
closely monitor the trade and investment reforms set out in the International Financial Institutions (IFI) 

I . , 

stabilization programs in the region. Effective implementation of these reforms are not only central to 
continued recovery in a number of Asi~ Pacific economies, but have implications for-a number ofareas 
critical to regional trade, such as improved market access, transparency,'economic deregulation, 

. attracting investment efficiently, and al~ocatingpublic and private resources based on market disciplines. 

~ESTERN HEMISPHERE 
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The 1990s marked a n~volutionary s~ift in the Western Hemisphere's'trade debates. As nations 
throughout the Amerkas strengthen~d consensus on democratic government and open markets, we 
fundamentally strengthened our trad~ relationships with our closest neiihbors, to a point at which 45% . 
of our trade is now with this region. IMore broadly, and perhaps even more significantly, the region's 
success in democratizing governmeq,t and building commitment to market-based economies has helped 
replace old and sterile debates with ~ new consensus for hemisphericll,nity and shared prosperity. 

1 . , ! 

I 
Nort~ American Free Trade Agreement 

I ' I 
At the outset of the Clinton Administration, we completed negotiation of, and secured Congressional 
approval for, the North American Free Trade Agreement (NAFT A). This created the world's largest and 
most comprehensive fn,~e trade area; it is also the first agreement to mandate cooperation to protect the 
environment and workers' rights, and provide sanctions for ineffective enforcement of labor and 
environmental commitments. 

Since the NAFT A, trade among the ttp-ee signatories has expanded by mqre 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 rn'fllket access for cattle, wheat and pther products in Canada. 

I 

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

, " 

And we continue, of course, to pursue ;active bilateral agendas with both our NAFTA partners. This will 
include implementation ofour bilateral agreements on agriculture, lumber, tourism and sport fishing, 
and magazines with Canada; in Mexic9, 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 irore open trade in sugar; pursuing greater market access for U.S. 
high fructose com syrup exporters; effectively addressing barriers to U.S. ~gricultural exports as they 
may arise; and ensuring that Mexico's (>ustoms valuation procedures are'ndt unfair impediments to trade 
or inconsistent with the WT6 ! . 
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Caribbean Basin 

With respect to our neighbors in the Caribbean and Central America, we strongly support legislation to 
enhance the Caribbean Basin Initiati~e or CBI, by extending its scope and product coverage. 

, 

, 
I 

For fifteen years, CBI has been fundaptental to growth, economic diversjfication, and strengthening trade. 
ties with Central America and the Caribbean 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 region'S 
people and ourselves as well. CBI has alsQ helped 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 grbwth, and continue strengthening this relationship. , . 

Sou~h America and Other Bilateral" : 

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

I . . . . 

the rapid development of electronic corunerce. ", 

We have made an especial priority in recent years ofensuring implementation of Uruguay Round 
commitments throughout the hemisphere, working for example with Peru and several Central American 
nations to achieve rapid implementation plans for their obligations under 'the WTO Customs Valuation . 
Agreement. We have also emphasized the importance of strong intellectual property standards to the 

I , 

development of high-tech industry, witp results including, for example, substantial improvement ofIPR 
law and enforcement in Paraguay and Raniuna, which traditionally have peen 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 ofBilateral Investment Treaties with Nicaragua, Honduras, El Salvador and Bolivia. 

, , ,
Free: Trade Area of the Americas , . . 

Mostbroadly, at the Summits of the Aniericas in Miami and Santiago, we embarked upon a historic 
mission, launching negotiations - includ;ing every hemispheric democracy:.. to create a Free Trade Area 
of the Americas (FTAA). This would eliminate tariffs and non-tariff barriers to trade in goods and 
services throughout the Ht!misphere and establish a single set of rules for' fair trade in the region, and 

lI ' 
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fulfill a two-century old dream of a hemisphere united by shared commitment to democracy, shared 
prosperity and mutual benefit. - ~ 

, ;.. 
I 
I 

- I 

This commitment has already led to1the implementation of specific busi~ess facilitation measures, easing 
trade with all our major hemispheric partners. Despite economic stress in the aftermath of the financial 
crisis, the negotiations are on schedJle, as evident in the unanimous decision of the 34 trade ministers at 
the Toronto Ministerial meeting oftbeFree Trade Area of the AmeriCas in November 1999 to adopt an 
ambitious negotiating agenda for tht: 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 seeking 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 ofnegotiations. Our age,nda concentrates in four areas: negotiating draft texts of the chapters 
of the Agreement by April 2001; CarrYing out a continuing program ofbusiness 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. 

- 1 

I 
, , ' 

­

, . 

Among the most prominent issues reUsed by elements ofcivil society is that of ensuring 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 environm~ntal con~iderations we must take into account as we formulate our 
negotiating positions. As we implem~nt the principles of the Declaration on Environment arid Trade, we 
also will work with other stakeholde~s to address concerns including i$sues of worker rights, 
transparency, and consumer protecti~n. 

; t, I 

AFRICA 

The past seven years have been one qf the most innovative and productive periods in the history of our 
trade relationship with Sub-Sah~an ij\frica. 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 ofless 
than 8%), sub-Saharan Africa, with alpopulation ofapproximately 640 million people, over 10% of the . 
world's population, represents a mar~et of great potenti,?l for the United. States. 

I· 

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 leadi~g reformers and promotes 
regional economic integration. This will ultimately help create anew and, far deeper American economic 
partnership with Africa .. This has included initiatives at the USTRto create an Office of African Affairs, 
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and to expand the Generalized Syste~ of Preferences by over 1700 tariff lines for the least developed 
nations. 

In 1999, this initiative led to our first: Trade and Investment Franiewo:r:k Agreements (TIFAs) with 
African partners. TIFAs with South t}.frica and Ghana established permanent mechanisms for addressing 
trade and investment issues and for identifying and eliminating or reducing barriers to trade and . 
investment. We signed a third TIFA kith Nigeria in February of 2000, and hope to build on this success 
through a similar agreement with thelWest 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 diversify trade betwee? the United States and sub-Sahru:anl Africa. 

I 

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 ofAGOA would provide increased market access for products fromreforming sub-Saharan 
African countries, institutionalize an lmnual 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 Subcorilmittee's. strong support for this historic 
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 

I . , 

diseases, and promotion of enhanced business and economic relations. These programs complement 
each other by helping to create an envIronment for trade and investment-based economic growth. This in 
tum will contribute to sustainable devCIopment, 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 trafficking, 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 multilater~l trading system, as part of a 
general commitment to ensure that th~ least developed countries have both greater access to markets and 
more ability to take adv~mtage of the qpportunities 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 in~titutions. This new approach will begin with the Integrated ' 
Framework, which requires cooperatiqn between the IBRD, IMF, UNCJ:i\D, UNDP and donor 
countries. We also are sponsoring regic:mal workshops on WTO issues, with one to be held shortly in 
Mp~ " 

MIDDLE EAST AND NORTH AFRICA 
! 
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In the Middle East, the advances in !the peace process, together with abroad regional momentum towards 
reform have enabled us to develop an innovative set of duty-free programs to help stimulate investment, 
growth and regional economic integration. By opening regional markets, and helping to spur greater 
trade and investment among the Middle Eastern nations, trade policy will help to give participants in the 
peace process greater concrete stak~s in its long-term success. 

The foundation of ou~ work is our e~isting Free Trade Agreement with Israel, under which bilateral trade 
has quintupled to over $17 billion s~nce 1985. We are, of course, working to further strengthen this 
relationship as we address bilateral intellectual propertY, agricultural market access, and 
telecommunications issues; and we ~e seeking opportunities to extend the area of prosperity and open 
trade it has created. ' 

, 
. In 1996, for example, the Administr~tion strengthened the trade and peace process by extending 

duty:-free treatment under the U.S.-Israel FTA to products fromthe West Bank and Gaza Strip. Under 
this arrangement; the United States has received assurances from the ,Palestinian Authority of reciprocal 
duty-free treatment of U.S. productsientering those areas. ' ' 

We also in 1998 initiated a "Qualifying Industrial Zone" program, with ~he cooperation of the late King 
Hussein of Jordan and then-Israeli Trade Minister Natan Sharansky. Under this program, several specific 
Israeli-Jordanian industrial projects employing 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 exte·ttding the Qua~ified Industrial Zone (QIZ) prograrrl in Jordan to the Aqaba-Eilat 
area, and by working to enlist Egyptian cooperation in establishing QIZ,s; 

At the same time, we will continue t9 deepen our bilateral relationships With countries in the region, 
such as Egypt, Jordan, Turkey and l\iorocco through our established 1'rade and Investment Councils. The 
U.S. Governrilent aims In 2000 to complete a Trade and Investment Framework Agreement (TIFA) with 
Tunisia and begin TIFA negotiations: with Algeria in the next year. Atfd we are promoting 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 sebk to ensure that the trade regimes of these economies are consistent 
with WTO requirements, and that co~itments are implemented upon accession. 

i . 
. . 

EUROPE 

, .' 

, j' 
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, ' 

Our largest single economic relationship is that with the European Union. 
' 

In it, we have substantial 
disputes to overcome, but also major:opportunities that we and the EU ~erribers recognize. 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 historidopportunity created by the end o(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 importance to America's economic and 
national security interests. It is the se60nd largest regional trade and largest investment relationship we 

, , have anYwhere in the world: bilateral:goods and services trade likely reached $500 billion last year; 44% 
of our foreign direct investment is in the EU; and likewise 59% oftheEUs 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 ,md interests. i ' ' : 

I ; 
Our work with Jlte EU since 1993 has addressed both of these areas. In oUr disputes, we used all means 
at our disposal to protect our rights arid interests. We have, for example, used WTO dispute settlement, 
including retaliation as authorized by panel decisions, to enforce our rights in agricultural disputes over 
bananas and beefhormones. We also p.ave 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 ll1atter 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 disad,vantage with their European counterparts. 

Notwithstanding our disputes, we hav~ also foUnd common ground ,and shared interest on a broad range 
of interests. We have negotiated 17 specific trade agreements with the ,f:U, in areas from government 
procurement to electromc commerce, regulatory policy and other issues. These have enabled us to, 
capitalize on areas ofcommon interesi, notably through our conclusion o~ a Mutual Recognition 
Agreement (MRA) which improves market access, reduces costs and short:ens 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 sectbrs covered by the US-EU MRA now represent over $50 billion in 

I ,

annual two-way trade. The MRA will eliminate duplicative testing andceitification for products in the 
following sectors: telecommunication$ and information technology,equipment; network and . 
electromagnetic compatibility (EMC) for electrical products; electrical safety for electrical arid electronic 
products; good manufacturing practict:(s (GMP) for pharmaceutical products; product evaluation for 
certain medical devices; and safety oftecreational craft. Altogether, this'work has helped spark a $44 ' 
billion increase in goods exports to thJ EU between 1992 and 1999, and 'a:$32 billion increase in exports 

,>1 : 
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of services between 1992 and 1998. I 

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 is designed to reduce barriers to bil~teral 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; agriculture; 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 re~ults in areas involving transatlantic regulatory cooperation, 
including such specific steps as a mutual recognition agreement on marine safety equipment; a 
pathbreaking series of mutual recognition arrangements for insurance, ~chitect services and engineering 
services; and full implementation ofa pilot project to highlight areas of congruence and difference in 
how U.S. and EU authorities regulate;bioengineered products. . ! . 

. .' 

Central E~rope and the New Independent States 

A central focus of Administration trade policy since 1993 has been support for efforts by new 
democracies to make a successful trartsition 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. 

I 

In pursuit of these goals, we have rtegqtiated trade agreements and inve~tment treaties throughout 
Central Europe and Eurasia. These agi,eements - Bilateral Investment Treaties with such nations as 
Albania, the Baltic States, Georgia, Romania and others; agreements on intellectual property with 
Bulgaria, Hungary, Latvia, Lithuania apd others; Bilateral Commercial Agreements and other measures ­
have led countries ofthe region to take key steps in liberalizing their trade: regimes and removing 
barriers to investment. In addition, the iAdministration has encouraged these countries to join the WTO, 
thus deepening economi(~ reform and supporting the development ofmarkets and the rule of law. 

, I . i 1 . 

Since 1993, eight countries in the regiQn have become members of the WTO and another 14 states­
including Russia, and Ukraine - applied for WTO membership. Cases suc~ as that ofBulgaria show how 


. important this has been fiJr lasting reform. More recently, Estonia, the Kyrgyz Republic and Latvia have 

entered the WTO. Albania, Croatia anq Georgia are expected to join in 2000. We strongly support this, 

and have worked with the government~ of these new democracies to help'$em enter rapidly and on 
commercially meaningful terms. . I . 

I 
We also have supported the efforts mariy 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 
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priority in 2000, we are thus pursuing consultations with the ten Central European countries in accession 
negotiations with the EU, seeking to;address the problem of tariff differt:ntials faced by U.S. exporters 
vis-a-vis EU exporters to those countries. ' 

The Administration also will work 'lith 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 deve~opment to Southeast Europe. 

II. BlOILDINd THE 21ST CENTURY ECONOMY 


Given America's leading position in the high-tech industries, and the importance of a strong high-tech 
sector to our national competitivenes$, the Clinton Administration has' m~dea special focus ofprotecting 
the results of our research and development, and opening markets for ~he: high-tech sector through a 
program of strengthening respect for intellectual property, opening markets across the spectrum of ' 
high-tech industries, helping countrie~ develop pro-competitive regulations in fields' like , 
telecommunications, and facilitating technological advance in new fields through initiatives on emerging 
fields such as electroni(: commerce arid biotechnology. 

I 

Major specific achievements include:i 

Intellectual Property Rights - Respect! for intellectual property rights is ceptral to technological 
innovation. Creative and innovative products that rely on intellectual property protection, such as 
computer programs and motion pictUFes, 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 standkds worldwide. Today, the vast Majority of our'trading partners 
have passed modem intellectual property laws and are improving their enforcement of these laws. 

We are now monitoring WTO memb~rs' implementation of their TRIP~: Agreement obligations and will 
enforce these commitm(mts inthe mo~t effective way. We also are implementing campaigns against 
worldwide piracy of new optical medi.a technologies, and against end-user piracy of software. These 
issues are integral parts of our regional negotiating agenda in Asia, Latin America, Europe, Africa and 
the Middle East, together with development ofcompliance plans, technical assistance and other ' 

I . . , 
measures. 
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At the same time, we are ensuring thJt trade policy remains sufficiently flexible to respond to public 
health crises such as HJV / AIDS. In 1999, w~ developed an arrangement to ensure more direct interaction 
between USTR and HHS on health-rJlated intellectual property issues; When a foreign government 
expresses concern that U.S. trade law related to intellectual property sign~ficantly impedes its ability to 
address a health crisis, USTR will seek substantive information from HHS on the health conditions 
prevailing in that country. This enabl~s the Administration to respond fully and appropriately to public 
health crises, within the context of th~ TRIPS Agreement. . : . 

Sectoral Market-OpeniI!g - We also Have an active sectoral high-tech ~genda.This opened with a series 
of bilateral high-tech agreements witl~ 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 service~ and cable TV, medical equipment 'and pharmaceuticals, financial 
services, energy and other fields. This le~ to major achievements and goals including: 

• 	 Semiconductors: Beginning wi1;l1 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 1 ~96 agreement fulfilled longstanding U.S. goals, paving the way for 
the Information Technology Agreement which substantially elimi'nated semiconductor and most 
other information industry tariffs worldwide. 

• 	 Information Technology Agreement: 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 countri~s, 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 associated with the Information Superhighway. This is a step important 

I 

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 oftl1is agreement - the "ITA II" - to inClude even more products, and to 
address problems related to trad,e in the sector, including standar~s 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 competition, 
promoting pro-competitive regulatory principles in all participants and covering the vast majority 
of nearly $1 trillion in telecornrrlunications trade. In just two years, the ability ofdominant carriers 
in foreign countries to keep rate~ artificially high and depress deIIland for telecommunications . 

. services and electronic commer~ehas 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 of2001, 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 medsure to the market-opening path on whi~h this agreement has 
placed the world's trading natio~s. 

'\ 	: . 
, 
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• 	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 atready helped U.S. service suppliers expand commercial operations 
and find new market oPPortunlties 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 mfu-kets modernize their financial sen:ices systems and improving 
their infrastructure for trade in igoods and services. ' 

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 Confer~nce, in May of 1998, we won agreement on this 
duty-free-cyberspace initiative, and we will push for its further extension, with a goal of making it 
permanent at the earliest possible tim~. 	 . 

. 	 , 

, We also have begun a longer-term work program, whose goals include ensuring that our trading partners 
avoid measures that unduly restrict d~velopment ofelectronic commerc~; ensuring that WTO rules do 
not discriminate against new technologies and methods of trade; accor4ing proper application of WTO 
rules to trade in digital products; and ~nsuring full protection of intellectual property rights on the Net. In' 

I· , 	 f 

addition, the United States has initiat¢d a capacity-building program, the Internet for Economic 
Development Initiative, to help develeping countries improve their ability to use the Internet. 

" 

I 

Likewise, in our negotiations toward t,he Free Trade Area of the Americas, at APEC and in the 
Transatlantic Economic Partnership, we have created special committees to advise us on ways to ensure 
all participants can take maximum advantage of electronic commerce. 

I 

, 
Biotechnology - American agri~ultureiand medicine are among the chief sources of innovation in this 
emerging field. These technologies hare remarkable potential, for example, to reduce the use of 
pesticides and ease pressure on land, "Yater and other natural resources. l)STR thus seeks to ensure that 
farmers and ranchers can use· safe, sci~ntifically proven techniques to make agriculture both more 
productive and friendly to the enviromPent, 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 ensure the strongest protection for public health and the 
environment in the United States and ~or1dwide. This is a priority for us in the Transatlantic Economic 
Partnership negotiations and in developing'our agenda for future WTO negotiations. 

III. ENFORCING THE RULE OF LAW 


All of our negotiations arid agreements! since 1993, and each of the initiatives now underway, are 
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predicated on full implementation of1commitments. This ensures. confidence in trade policy, and allows 
both the United States and our trading partners to gain the full benefit of.our agreements. The 
Administration has respected our owp commitments in this regard, and we expect the same of our 
trading partners. ' 

As our network of agreements has grown, and commitments broadened ~t the WTO, we have therefore· 
devoted more attention and resources than ever before to monitoring and enforcement. We use these to 
re.ach our goals through a variety of ~eans, including: '. 

i
I 

. 

i 	 . . 
• 	 We assert U.S. rights through the World Trade Organization, including the stronger dispute 

settlement mechanism created in the Uruguay Round,and the WTQ Committees and Bodies 
charged with monitoring implekentation and surveillance of agreements and disciplines: 

• 	 We vigorously monitor and enforce our bilateral agreements. 

I 
• 	 We invoke U.S. trade laws, inc~uding Section 301, Section 1377; and Title VII of the 1988 Trade 

Act, in conjunction with bilateraJ and WTO mechanisms to promote compliance. 
, 	 I 

• 	 We provide technical assistanc~ to trading partners, especially iIi developing countries, to 

implement key agreements likelthe Agreement on Basic Telecomintinications and TRIPS. 


• 	Through NAFTA's trilateral work program and use ofNAFTA's di&pute settlement mechanism, 
we seek to promote America's ipterests under that Agreement, as well as using its labor and 
environmental side agreements to promote fairness for workers an,d effective environmental 
protection.: ' 

• Through the Special 301 law, ~e identify priorities for intellectua~ property enforcement each 
year; 

I 

• 	 The Generalized System of Preferences also contains conditions for beneficiary countries, 
including respect for intellectual property rights and core labor standards, which we have used 
with respect to a n.umber of developing countries. ' , 

" 

I 

In the course of these monitoring effot1s, the United States focuses in particular on foreign practices that 
~ould pose serious problems to U.S. iriterests and the international trading system if they were to 
proliferate in many markets. Therefor~, 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 combinatioh of formal dispute settlement and U.S. trade laws to enforce the 
agreements we have negotiated. ' 

.. 

Domestic Law - With respect to our domestic laws, we have aggressively used Section 301 of the Trade 
Act of 1974, "Special 301 " for intellectual property rights enforcement, "'Super 301" for dealing with 
barriers that affect U.S~ e:xports with the greatest potential for growth, Section 1377 of the Omnibus 

i 	 : 
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Trade and Competitiveness Act of 1988 for telecommunications issues, ~d Title VII of the 1988 Act for 
enforcement of procurement agreements. 

I 

WTO Dispute Settlement - At the wio, the United States has been the world's most frequent user of 
dispute settlement proc1edures. In the last 5 years, we have filed 49 complaints at the WTO, thus far 
settling favorably 10 cases and winniJilg 13 others through WTO panels and the Appellate Body. We 
have won favorable settlements and panel victories in virtually all sectorS, including manufacturing, 
intellectual property, agriculture and $ervices. 

. , , 

I 
.. , 

The accomplishments of the WTO di~pute settlement mechanism in the last five years particularly stand 
out when compared to the record of the prior mechanism under the GAIT. Under the GATT, panel 
proceedings took years, the defending party could simply block any unfavorable judgment, and the 
GAIT panel process did not cover sOfTIe 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 pro:cess covering all of the Uruguay Rqund agreements; 

I', 

The first five years have demonstrated that a WTO Member cannot violate its obligations without 
consequences. Moreover, if a WTO Member violates its intellectual property 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 wit!} WTO rulings on bananas and 
on beef from cattle treated with hormones. ' ' I 

! 

To carry out this work as effectively a~ possible, in particular with the prospect of enforcing 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 CongIess provided us with funds to hire seven new attorneys to handle 
the added volume of work at the WTd 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 agen6ies, critical additional resources for enforcement. 

I. , , 

I~. 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 quality: of life as it also raises living standards. This includes high 

240f34 8/30/003: 13 PM 

http://wWw.ustr.gov/speech-testibarshefskylbarshefsky_t37.html


http://www.ustr.gov/speech-testibarshefskylbarshefsky_137.html 

standards of environmental protection, th~ observance of core labor ~ta:ndards, and high levels of 
consumer protection. Our record at ihome 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 observanc~ of core labor standards, and protect consumers .. That is a principle 
we adv~ce in the world economy as well. . 

Trade and Environment' 

: ! • 

Our commitment was made clear atithe outset of the Administration,'with the creation and effective 
implementation of the North American Agreement on Environmental Cooperation in conjunction with 
the NAFT A. Cooperative activities under this agreement have improved environmental protection in a 
· number of different areas - for ex~ple, in conservation ofNorth American birds; creation ofa North 
American Pollutant Release Invent~ry; development of regional acti~11 plans for the phase-out or sound 
management of toxic substances, inCluding DDT, chlordane, PCBs and mercury; and creation of a 
trilateral working group that has improved the enforcement ofenvironmental protection laws. We also 
benefitted from the US-Mexico agr~ement which established the Border Environ.rnent Cooperative 
Commission (BECC), and from the North American Development Bank (NADBank) created in 
conjunction with NAFTA. While much work remains ahead, the BECCihas fifteen environmental 
infrastructure projects under constru~tion 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. Oill '-York in the Uruguay Round ensured that the WTO cites sustainable 
development as a fundamental goal ofthe system, explicitly recognizes the right ofall its members'to set 

! " , I 

levels of environmental protection aJ!!.d consumer safety, including at even higher levels than common 
international standards, and created the WTO's Commi~ee on Trade and the Environment. This focus on 
environmental issues has continued ever since, with discussions in the Committee on Trade and the 
Environment; last year's convening ~f a first-ever WTO High Level Symposium on Trade and 

·Environment in Geneva; and the encpuragement of closer collaboration \:letween the WTO and the UN 
Environmental Program, which reac~ed a cooperation framework agre~ment in December of 1999. 

I . 

In the future, as President Clinton emphasized 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 promoting environm~ntal protection world wide. Our participation in the work of the 
WTO, as well as in other fora, will bb guided by the principles in the declaration. We also will 
implement the November 1999 Executive Order on Environmental Reviews ofTrade 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 iml?lementation of the order. 

In this work, cooperation with our trading partners on trade and environn:ient 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¢ipation in the Free Trade Area of the Americas negotiation, APEC, 
the Transatlantic Economic Partnership, the relevant committees of the WTO (such as the Committee on 
Trade and Environment), and other niultilateral 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, "o/e will continue to work to address the problem of fishery subsidies 
that contribute to over-fishing, as well as agricultural export subsidies and barriers to trade in 
environmental goods aJId services. ' 

Trade and Labor 

Our trade policy also has complemen~ed and supported efforts to ensure· ~espect for internationally 
recognized core labor standards.' I ' , • 

, 
In the year ahead, the Administration!Will 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 importance 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 opservance of internationally agreed core labor standards - banning 
forced labor and exploitive child labor, guaranteeing the freedom to associate and bargain collectively 
and eliminating discrimination in the ,workplace. 

I 

i 
Thu~, and in conformity 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 od Trade and Labor at the WTO. W~ 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 oth~r members an opportunity to raise questions .. 

We also are enforcing provisions of ef'isting U.S. law that provide for withdrawal of U.S. trade 
preferences in the case of clear violations of worker rights, notably through enforcement of the 
provisions in the recently reauthorize~ 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 !Pakistan over child labor concerns. In addition, we also worked 
through the Labor Department and thb ILO to assist ·countries in developipg long-term solutions to the 
problem, by addressing specific Pakis,tani industries. As aresult, in the. soccer ball industry more than 
6,000 former child workers have beeri provided with educational opportunities. A similar project has 

• • J L 
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been initiated in the carpet industry, t~geting approximately 10,000 children who are working or at risk' 
of working. We also have used GSPto achieve substantial progress on labor issues in Swaziland, 
Honduras and several other countries: 

;, ," 

, " 

Several specific agreements also have offered us new ways to address 1abor 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 improve working conditions. This has contributed to important tangible benefits . 

. For example, a labor tribunalreverseQ itself and granted a union registration 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. Mexicds 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 unionlorganizing as unconstitutional. Mexico also has taken other steps 
to advance the rights ofworkers, incl~ding promulgating new safety and health regulations and 
increasing significantly funding for ertforcement of worker rights, includipg in child labor. 

I 

·1 

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 exchal1ge for certain increases in textile 

market access. . 
 I 

Trade and Consumer Concerns 

Likewise, trade policy contributes sub~tantially to consumer policy goals. Our open-market policy at 

home brings fundamental consumer brnefits, including the creation ofcpmpetition whic4 dampens 

inflation and leads to better prices, quality and choice. This openness to imports is important for all 

American families, but most Of all the; poorest among us. , , 


.' , 

I 

To build upon these f\mdamental printiples oftrade policy, and to ensure :that they fully harmonize with 
high standards of consumer protectioll, we have engaged consumer groups and representatives in broad 
policy discussions. A principal venue for this is DSTR's participation in the Transatlantic ConsUmer 
Dialogue (TACD). Created a year ago:to give advice to the United States and the ED on the 
Transatlantic Economic Partnership, the dialogue comprises approximately 65 consumer groups from 16 
countries. On both sides of the Atlanti~, the groups have long track records ofachievement in the 
consumer protection and safety fields.: ' , 

In its short history, the group has met ~hree times, focusing on three iss~~ areas: food safety, electronic 
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commerce and trade. Both the EU $Id the United States have benefitted from the dialogue on these 
complex issues and fi:om the polk)'! resolutions put forward as cons~nsus positions of the consumer 
groups. In addition to this interaction, the U.S. Government drew important 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.- Ep Sumri:tit, and the government's:responses to policy 
recommendations. I 

At the last TACD meeting, held in ~ashington in February 2000, consumer organizations noted '. . 
government progress in areas such as access to essential medicines in developing countries, eco-Iabeling, 
fair-trade labeling and regulatory c00peration. A continued priority will be ensuring that trade rules 
address consumer concerns including maintaining the highest standards of public health and safety. 

, 

v. TRANSPARENT AND ACCESSIBLE INSTITUTIONS 

Finally, U.S. trade policy has soug~t 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 voices becoming more interested in trade policy as trade grows and contributes 
more to our economi 

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 settle~ent proceedings be open to public observers. In the interim, 
President Clinton has made a stan~ing offer to open any dispute panel involving the United States to the 
public, if our dispute partner agreeS. 

Absent such changes, public confiqence in the system will erode. Last year, and most recently at our 
US-EU Summit in December, we Rroposed that we and the EU, as the largest users ofWTO dispute 
settlement, immediately agree in oUr transatlantic disputes to open the panel hearings to public. 
observers. We hope that the EU wi~l accept this proposal promptly. 

I 

I 


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%, frorb. 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 ofnegotiations. 
Over time we should develop a mJre effective means ofensuring both participation arid efficient 

I 

consensus-building. Director-Gen~ral Moore has begun consultat~ons with WTO members toward this' 
i· . . 

280f34 8/30/003:13 PM 

http://www.ustr.gov/speech-testJbarshefskylbarshefsky_t37.html


http://.www.ustr.gov/speech-testlbarshefsky/barshefsky_t37.html 

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 negoti~tions, in which two years ago wecteated a Civil Society Committee 
to give business associations, labor unions, environmental groups, stud,ent associations, consumer 
representatives and others a formal means of conveying concerns and ideas to all of the governments 
involved in the talks. This Committee has received 69 submissions from all over the hemisphere, 
including from labor organizations, 6nvironmental groups, Chambers ofCommerce, professional 
associations, academics and individ~al citizens. These submissions w~~e reviewed by the FT AA 
Ministers in Toronto, contributing to our overall development of policy for the FTAA. The Committee 
will remain a feature of the FTAA talks as they proceed in the coming year. 

, . 

And we have worked throughout the!Administration to increase the participation of small business~s in 
trade policy. Especially as electronic'commerce grows, trade offers these firms substantial new 
opportunities. Thus, WI~ are seeking opportunities to ensure that the issues ofgreatest importance to these 
businesses are integratt!d into trade policy formulation and multilateral and regional trade negotiations. 
One example is the development oftpe 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 min~rity firms about on the WTO and 
to create an opportunity for their mor~ active engagement in multilateral trade negotiations. 

I 

FY ~OOl BUDGET REQUEST 
I 

This is the background against which the President has requested an i~crease 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 resource.s we now1have, our ability to meet the groWi~g ~orkloads.we face in the 
year ahead, and the approprIate response to what the Congress and the AmerIcan pubhc expects from us 
in the future. ! ' 

" ' 

To illustrate our situation, let me desGribe the level of staff resources we have deployed this year. For FY , 
2000, USTR's staffing authorization i~ 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 professionals, including 
offices for China (4), Japan (4), AgriCulture (3), Em~ironment (3), Africa (2) and Economic Affairs (2). 
Each of these offices needs more staff, given the burgeoning workload both from negotiations and 

I ' , 

enforcement of existing agreements. ~ut 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. 
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! • 

During the last year, we have also retexamined the resources we get from other Federal agencies in the 
form of personnel details forperiods:of 1 to 2 years. We have worked hard to maintain the level of 
support we have traditionally receive:d 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 cit USTR for only one year, which - especially for enforcement ­
limits the long-term contribution they can make. Thus we conclude that many ofthe new positions we . 
need in FY 2001 should be permane~t to give USTR the expertise and institutional memory needed to 
become most effective. . 

Let me now review the specific areas; for which the President has requested additional resources. These 
fall into three areas: first, professional negotiators; second, compliance and enforcement; third, security 
and other administrative issues. 

. , 

PrOfessional Negotiating Positions 

, 
I 

WTO: First, we are requesting three Aew negotiating 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 agriculture and services, and our work to broaden these talks into a formal 

I , 

new Round of multilate:ral negotiations; our negotiations with 30 countries seeking accession to the , 
World Trade Organization (WTO); and the implementation of Uruguay Round commitments in such 

, I 

areas as intellectual property rights protections, customs evaluation, trade-related investment measures 
and industrial subsidies. USTR faces ;challenges in FY 2001 in ensuring that all WTO members observe 
the rules of the multilateral trading sy,stem. ' , 

Agriculture: Agricultural trade refod will be one of the central tasks ~f the coming years. With the 
opening of the "built-in agenda" talksiat 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 negoti~tors in our Office of Agriculture. 
" ,
I 

I • • 

China: Our top trade policy priority tl1is year is the completion of China's WTO accession, and the 
approval by the Congress of permanent Normal Trade Relations status Ifor China. In the future, its 
enforcement, together with implementation of the bilateral agricultural agreem~nt we concluded in A,pril 
of 1999, will.consume an enormous amount of USTR staff resources. We now have only four 
professional employees in our China ~ffice, and will need another trade professional to address these 
important workloads. ' 
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Japan: Japan remains our largest trading partner in Asia. In the last seven years, we have concluded 38 
bilateral agreements with Japan, inclhding 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 hew deregulation measures that 

. expanded market-opening opportunities under the 1997 bilateral Deregulation initiative. 
. I', 

'I, 
Western Hemisphere: This year, we have begun the formal negotiations on the text ofa Free Trade Area 
of the Americas agreement, (FT AA) :through which 34 nations in the Wc;:stem 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 art 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% ofall U.S. exports, and also set Iprecedents for our work on agriculture, services and other issues at 
the WTO. Twenty of these nations ~e Central American and Caribbean countries; together these nations 
make up our seventh largest export ~arket, and their economic development is crucial not only to our 
direct economic interest, but to our mutual efforts to address regional issues ofdrug trafficking, 
migration and the rule oflaw. Thus, to address these needs, our FY 200 I; budget, we have requested one . 
additional FTE in the Western Hemisphere office. ' 

., , 

Africa: Our FY 2001 request also se~ks funding for a new Trade Specialist to implement the trade ' 
provisions of the President's Partnerspip for Economic Growth & Opportunity in Africa Initiative, which 
includes negotiations of trade with sub-Saharan Africa. This is an especially challenging area, given the 
early stage ofdevelopment of our trade relationship with African nations~ the large number of African 
countries, and the growing role Afric~ plays in the WTO. Congress is norv considering one ofour 
principal policy goals this year is passage of the Trade and DevelopmentAct 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 increase the number of trade professioilals in our Africa office to three, 
and give us a base level of support tOimeet a growing volume of work under the Partnership InitiatIve 
~~~~ I ' . 

Environment: Environmental consid~rations playa major and growing role in development of trade 
policy. We are committed to taking ep,vironmental considerations into:account throughout the course of 
trade negotiations and the implementation of trade agreements. In this conriection, under the President's 
1999 Executive Order on Environmental Review of Trade Agreements,'USTR has the responsibility to 
conduct environmental reviews of tra~e agreements that may have significant environmental impacts, 
including multilateral rounds and fre~ trade agreements. We simply cannot respond adequately to this 
new work with the existing 3 perman~nt trade professionals in the Envi'ronment office. We thus are 
recommending one new permanent st,aff member in our Environment office to assist in implementing the 
Executive Order and in addressing en'vironment-related issues in ongohig negotiations stemming from 
the WTO built-in agenda, FTAA negotiations, TEP negotiations and bilateral or other regional 

I ,, 
; , 
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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 withdrawal 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 Initiative also includes labor conditionalities. Similarly, the North 
American Agreement on Labor Cooperation under NAFT A covers occupational safety and health, 
employment and training, industrial relations, 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. Our FY 200 1 budget 
request seeks to establish a new posifion to provide core coverage for.this growing area. 

! . 

Finally, the request for negotiating professionals will also help us involv,e 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. Qne especially important case is thatof 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 

The largest single portion of the Pre~ident's request for additional resources at USTR centers on 

monitoring, compliance and enforcement of agreements. . 


I 

Our existing Monitoring and Enforcement unit has only 7 attorneys and 3 support staff, and the number 
of professionals in other USTR orgapizational 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. 

. I . 

I 
I. 
I , ,. 

At the same time, our volume of potential disputes is growing rapidly, as we insist on implementation of 
the nearly 300 trade agreements conduded in the last seven years; and the cases we take up are often 
extremely complex, addressing suchltopics as protection of intellectual property rights and nontariff . 
barriers like product standards. Last month's report by the General Accoimting Office, entitled "Strategy 

I 
i 
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! 
'I " . 

Needed to Better Monitor and Enforce Trade Agreements," notes that the vast array of trade agreements 
in the 1990's has "caused dramatic increases to the trade agreement monitoring and enforcement 
workloads." GAO also recognizes thJt 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, an~ are deeply concerned that without substantially 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 failur~s by our trading partners to live up,to their commitments. 

I , 

Therefore, within USTR's total $29.6: million and 203 FTE budget request for FY 2001, we are seeking 
$1.3 million and 13 FTEs 'as part of the President's Trade Compliance initiative. These would include 
three new positions in Office of Gen~ral Counsel; two in our office ofEconomic 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 offige, one for Asia-Pacific, one for industry, and one for services and 
intellectual property. 

, 
, ' 

This broad distribution will ensure thjlt compHance 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 litigators to present 
and defend cases befon: WTO or NAfT A dispute bodies. ' , . 

, 

I 
I 

Se~urity and Other Budget Issues 
! 

Security: Finally, we are requesting ohe FTE to create a Security Offic'er at USTR to plan and manage 
USTR's internal security programs, ifl-cluding computer, facility, personnel and document security 
activities. I 

" I 

I ' 
Other Budget Needs in FY 2001: In addition to the request for 25 new-positions, our FY 2001 budget 
proposes a number ofD)rward-looking initiatives that would provide i:rnnl.ediate benefits in FY 2001 and 
lasting improvements and managemeht savings for years to come. 

,, 
I 

For example, our budget seeks $60,0@0 to upgrade th~ firewall that prqte~ts USTR's computer system, 
and $25,000 to improve password sec;urity when USTR employees diaUnto 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 al~o proposes $50,000 for greater use, ofvldeo-conferencing sessions, 
as a substitute for employee travel, which 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 fundingto meet the cost oflegislated 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 

i 
! 

I : 



