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Luncheon Add'ress of Ambassador|Richard Eisher ,
Industry -American Society of Mechamc{al Engmeers Summlt
on Global Standards and Commerce ~
Apnl 15, 1998

The role of international trade has played in our economic expansion cannot be overstated.
Today, the United States is the world’s largest exporter of both goods and commercial services.
Since 1992, exports have accounted for more than one third of U.S. economic growth. By
comparison, in 1970 exports of goods and commercial servx'ces accounted for.only 5 percent of
our Gross Domestic Product; by last year the share had more than doubled to 11.5 percent.
Exports account for 1 in 6 new jobs, and 1 in 5 manufacturing jobs. U, S exports now support
just over 12 million jobs.

Trade is no longer the arcane purview of a limited few. The majority of Americans now
depend on trade for their financial security, whether or not they work for exporters or importers.
Over 65 million Americans have tied their financial security tlo their ownershlp of America’s.

-companies through equity mutual funds. In order to grow, these companies need to expand their
businesses and increase their sales. And that requires expandmg markets and expanding the
volume of exports of goods and services to maintain and i 1ncrease the prospenty and financial
security-our citizens require. ' : S '1

The importance of trade is underscored by our shrinking sharé of the world’s population.
Americans now comprise only 4% of the world’s population,jand the world’s population is
growing more rapidly than our own. The power of an emerging global mxddle class made up of
consumers with the ability to shift their consumption patternslhave beccme a critical factor driving
markets. In India and China, for example, there will be just over 300 million new members of the
middle class by 2005. These new middle class consumers around the world represent a booming
potential market for our goods, services, and agriculture. ;

Whether we capture this export potennal will determme whether the U.S. economy
remains on top of the world in the next century. Our success depends on a vision that sees the
future of the United States in the 96 percent of global consumers that live outside our borders.

We need vision that demands an active trade agenda to open new markets and reduce barriers.
Vision that insists that other countries live up to their obligations just as we live up to ours.
Vision that recognizes that our ability to compete in a changing global environment, including a
meaningful safety net here, will be critical to our children’s future. This is the vision that
underlies the Clinton Administration’s efforts to expand and preserve open access to overseas
markets.

. Cod »

We are more prosperous today than at any time in our history, and much credit is due to
increased U.S. trade, fagilitated by the bilateral, regional and multilateral frade agreements we
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have negotiated over the years -- the most significant of whlch are the World Trade Organization
agreements.

These agreements 51gn1ﬁcantly reduce the level of dlscnmmatory duties and taxes, quotas,
regulations, and unfair subsidies that limit our exports, and it extends market-openmg disciplines
of the GATT to new subject areas -- trade in Services, in Agnculture in Intellectual Property
protectlon and in Electronic Commerce -- that are of vital 1mportance to the American economy.

Our task today is more complex than simply reducing tariffs although there is surely more
to do in this area. Our trade policy agenda has a broad focus It seeks to strengthen global free
trade rules under the WTO system, ensure that countries comply with the agreements that they.
have signed, and expand trade opportunities for U.S. exporters through bilateral or regional
agreements, or through broad sectoral agreements. Let me glve you _]ust a few examples:
> When the Uruguay Round was completed in 1995, we knew that there was unfinished

business. That’s why we insisted on a so-called “bmll-m agenda " of work for the WTO.

More open inarkets for agriculture, services, intellectual property, rights, and government

procurement are all part of the built-in agenda. Multilateral trade negotiations in

- agriculture, for example, are set to begin in 1999. In Iaddmon new areas of focus for the

GATT system must include developing a global respoﬁse to competltlon policy and

bribery and corruption to ensure that markets operate as efﬁmently as possible.

> We are working to expand the global tradmg system to bring Chma Russia, and 29 other
nations wishing to join the WTO under terms that open their markets for U.S. workers and
companiesand breathe the oxygen of free and unfettered trade mto the global body politic.
We are taking a leadership role in all these negotiations, making sure that all these
accessions are concludedon commermally meamngful terms. ‘

> We have launched a trade agenda in the Asia Pacific Economic Cooperation forumto
eliminate tariffs and expand trade across $1.5 trillion in |global trade, including medical
equipment, environmental services and technology, energy equipmient and services, natural
‘resource products and telecommunications. We will use the WTO to multilateralize and

- lock in the benefits of these sectoral agreements, = - | .
\

d Our exports to Latin America contmue to grow more than twice as fast as our exports to
the rest of the world. The Free Trade Agreement of the Americas (FTAA) provides the
means for establishing hemisphere-wide rules that substantially expand opportunities and
promote non-discrimination among all 34 FTAA countries. Three weeks ago, as a result
of the San Jose Ministeria, real negotiations will be laun[ched by the Leaders in Santiago
on April 18-19. We have established a structure with leadership determined through the
end of negotiations in 2005; nine negotiating groups with chairs set for the first 18
months; and a Committee on Electronic Commerce, comprised of Hoth government and
private sector experts, to.make recommendations on how to increase and broaden the
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 benefits to be derived from the electronic marketplace.

1In Africa, President Clinton’s launching of the Partnership for Economic Growth and

- Opportunity initiative is a comprehensive program aimed at promoting sustained, stable

economic growth by focusing on those countries thatjare successfully implementing
econornic reform programs. The President is workjng to open African markets to foreign
trade and investment, and create new opportunities for growing African nations. We will
also pursue efforts to assist in Africa’s integration in the global commumty of trading
nations.

3
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The U.S.-EU alliance will be further strengthened as we look to expand areas of

cooperatrorl and achieve further market opening under the Transatlantrc Agenda initiated
in 1995. : i

In the Middle East, in addition to bringing countries in the region more fully into the
multilateral trading system, we are attempting to mcre]ase the levél of economic integration |
in the Middle East. This will enhance productivity, allow individual countries to be more
competitive in global markets, and foster the type of economic cooperatron that is central
to the peace process. | A

‘ .
1n the case of China, U.S. trade policy has been geared to encourage the rule of law, open

‘the Chinese economy to imports and investment, and reform its tradmg regime pursuant to

the rules and obligations of the World Trade Orgamzat‘ron We have pursued a

.. complementary policy with China that combines brlateral regional (APEC) and

multilateral trade initiatives. Embedded in our bilateral agreements -- in particular a
hallmark of the intellectual property rights agreements L are broader international norms
to which China has committed: transparency of laws and procedures access to
administrative and judicial decision making, and curbs dn the arbrtrary exercise of
administrative discretion. Each of our ongoing negotratlons -- in the context of the WTO
and bilaterally,on services, market access and IPR -- is|also grounded in international
norms and practices and in the necessity of adherence to a rules-bésed regime.

~ Separately and independently, we recently reached a comprehenswe market opening

agreement with Taiwan which will dramatically open Tarwan s markets to U.S.
agricultural products, services, and industrial goods. U. S, exporters of industrial products
will achieve levels of market access comparable to thraseI available in other developed
economies. And, Taiwan will provide broad access for the full range of services, including

~ financial and telecommunicationsservices. Once all merlnbers of the WTO have completed

their bilateral market access negotiations with Taiwan, multrlateral negotiations will ensue

* to work out the full range of rules-related commitments 'Tf‘arwan must make to formally

enter the WTO.. ~ ;

The international effort to restore economic and financial stability in the Asia region is an

[
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reforms -~ reforms that can lead to improved econorfuc performance Anae ‘€Cotomies more
open to imports.. The stabilization programs in A51a spear-hea" ed bymfﬁé In matlonal
Monetary Fund are heavily focused on structural reforms some of which: have been
happening for over 20 years. Such reforms include measures to strengthen the financial
sector, rationalize business-government linkages, 1mprove transparency and- open markets
to foreign investment and reduce trade barriers. If effectwely 1mp1emented these programs
will complement and reinforce our trade policy goalis , § :
One cannot talk about Asia without talking about Jai)aﬁ. In this context, while our goals
in Japan remain the same -- to open Japan’s marketjand spur domestic demand in Japan --
they have taken on new importance. A critically important goal'this year is to see
implementation of the Enhanced Initiative on Deregulation and Competltxon Policy
announced last year. This affects critical areas of the Japanese ¢ economy -- financial
services, telecommunications, housing, medical eqmpment and pharmaceutlcals -- where
we are aiming for decisive action on the part of the Japanese govemment

S \! P
We look to Japan, the world’s second Iargest economy, to play a central role in resolving
the crisis in Asia. We see the need for action in. three areas. Fi 1rst we see the need for
fiscal stimulus to support Japan’s economy and to make ita potennal source of confidence
for the region. Second, it is crucial for Japan to act clearly and dec1swely to strengthen its
financial system with radical deregulation under the aegis of “Bxg Bang.” Third, “big
bang” is needed for the entire Japanese economy. It is important for Japan to deregulate
- and open up the Japanese economy for several reason‘s (a) politically, the U.S. cannot be
the only engine of global growth or the sole buyer of goods to absorb the tremendous
productive capacity of the Asian region; (b) Japan must stimulate demand for imports
from Asia; and (c) we believe Japan must deregulate and increase efficiency in its economy
in order to induce Japanese consumers to spend money and get Japanese growth moving
again. It is the only way for the second biggest economy in the world to wake up from its
economic slumber -- seven years of recessmn -- and once again play a leadlng role in the
post-Cold War world. ' .

!

The Clinton Administration has spent the past five years focusing considerable attention

on the Asian markets: the substantial barriers to market access for U.S. and foreign goods and
services, the lack of pro-competitive mechanisms, and the need for comprehensive deregulation
and greater transparency. Systemic reform of the Asian econo‘mxes through the implementation of
the IMF structural measures and by Japanese 1n1t1at1ves will 1nten31fy the benefits of an already
aggressive trade policy. A S T

o 1 .
WTO AGREEMENT ON TECHNICAL BARRIERS TO TRADE

et

Having given you a tour of the horizon of overall trade pohcy, let me tum to 'technlcal




barriers to trade, a subject dear to ASME hearts. Increasmgly as tradltlonal barriers imposed at

the border such as tariffs have declined, standards and techmcal regulanons have been used as
barriers. '

Clear, effective and reasonable rules covering standa’rds are essential in today’s global
economy. As standards become more important to our economles some would have us
choose between regulatory protection or open markets. - That is a no win proposition. Our
goal is to pursue both goals simultaneously -- by working lwith regulatory agencies and the
private sector in developing policy approaches so that' trade can expand We have been
aggressive in our pursuit of these goals in a variety of fora.

The main body of international rules governing standards is the WTO Agreement on
Technical Barriers to Trade, or TBT. Building on the GATT and WTO agreement, we have
‘made standards a prominent feature of our bilateral agreements such as NAFTA, and in our
bilateral and regional cooperation initiatives in APEC, FTAA and of course the EU.

i

The WTO's TBT Agreement explicitly recogmzes Ehat govemments and the prwate
sector have a legitimate need for standards and technical regulations.

The WTO neither demands a system of uniform regulation|nor deters, the absolute right of
governments to establish a particular set of regulatory norms. ‘,

But, we are bound in the WTO to ensure that these regulanons are not discriminatory,
arbitrary, or disguised barriers to trade. That's the central pomt of thﬁz Agreement.

Just recently, the WTO Committee that oversees the Agreement undertook an important
review and identified practical issues that need more work:| regulatory policy, international
standards and conformity assessment procedures were among the pnonty issues identified. As
the The Simpsons TV show would call these issues “no bramers or “no duh”-mies.

~ ] n ~

The fact is, internationally, we still have to persuade countries that in establishing their
trade regimes and setting out regulatory policy, they need to have domestic procedures to =
ensure the development of “quality regulations.” Which is- shorthand for common sense. Has
there been an open process to develop the standard; have all alternatives been explored; is the
regulation really necessary; can it be implemented fairly? We see the difficulty with this
concept not only with some long-standing WTO members like Japan, but particularly from

vaccedmg countries like our frlends in Eastern Europe. -~ | - |

~ Similarly, there continues to be substantial confusion|about international standards. For .
those who don’t have open procedures to develop standards, |it is hard to argue that all of us
should have these standards imposed upon us, particularly when we ‘aren’t part.of the process
for developing the standards. We need to work further on thlS basic problem which I know is
a big concern for your Association. The International Stand.%irds Organization is an important
actor in the development of standards. But, it is not the only organization that is doing
important work in this area, and that's a message we will continue to give our European

i
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counterparts, and others. ASME standards development, because of the procedures utilized,
including participation of foreign technical experts, is producmg and developing mternatxonal
standards. That seems pretty clear to us and we will continue to make your case.

And ﬁnall‘y we need to respond to industry calls for greater efficiency and the need to
streamline unnecessary and redundant costs associated wnh demonstrating product conformlty
for mulnple markets. - We think we can be practical and find solutions.

I wouldn’t be telling tales out of school if I told you that work in the standards area
involve numerous regulatory agencies, all of whom are concerned that in pursuit of standards
that don't restrict trade, governments will give short shrift to legitimate regulatory objectives
like consumer safety or environmental protection. This is clearly not:what the Agreement is
all about. There is no supranational structure that imposes 1standards Each government has
the right to decide what is appropriate. The battleground 15? in determmmg what's appropriate.
To me, that's where ASME and other organizations like yours come in. Iknow that ASME is
concerned about many of these issues. Please be assured thgat we want to work with you in
addressing these problems so that the Agreement works to our strengths and advantage.

Later today you will have an opportunity to get into the details of the review and
consult with our experts. I’m not a standards expert, but the basic American values of
transparency, openness, due process and non-discrimination|are at the heart of our trade
policy. We're here to be your advocates and to work with you. ;

FUTURE CHALLENGES

The GATT celebrates its SOth anniversary this year. As we move, forward, we must
fashion an international trading system that can accommodate the tremendous technological
changes that is sweeping the global economy. We are lookmg\to foster a trading system that is
transparent and genuinely pro-competitive; a trading system where bribery and corruption no
longer sap economic vigor from economies; a trading system that develops effective instruments
to address the social dimension of trade, including respect for workers and the environment.

We need to integrate fully all nations into the global trading systerr'l We need to ask how,
over decades, some countries have been members of the GATT|system, while maintaining home .
markets essentially hostile to competition. The WTO must address structural barriers which will
otherwise reduce or negate the value of trade concessions made. ;

- Let me say in conclusion, we must devote considerable resources to explaining to the
public the benefits of increased trade. Preparing American workers is only. ‘half the battle;
American workers must see a personal opportunity in the prosp}anty that increased trade holds out
for our country. This is a real challenge because Americans do not see the opportunity as tangibly
as they see the threat. Americans see imports, but do not see exlports. All U.S. exports --
computers, airplanes, wheat, software, chemicals, soy beans -- e'pd up abroad. '

i
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Supporters of trade must work harder than ever befolre;as the focus on trade has
intensified. With trade representing almost one third of our GDP, imports exceeding a trillion
dollars last year for the first time ever; and exports likely to exceed a trillion dollars this year, it is

no wonder that more people are engaged and consumed by the debate.. You must help shape that -
debate. - ' i
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“From the Labyrinth to the Summit” '

Good afternoon. As a former member of the Dialogue and the Executive Committee, it
feels good to be back among friends. Iam especially thankful to you, especially, Peter (Hakim)
and to Alejandro (Foxley) and Peter Bell, for inviting me to speak today, knowing as they do, that
the clarity of my thoughts and expressions may be questionable given that I have just stepped off
the plane from negotiating with both the Mexican government the Japanese in Paris! But; those
who know me, like the two Peters and Alejandro know of my ardor for perfecting U.S.-Latin
American relations. I simply could not say no to your kmd mvntatlon,to speak to you today.

I want to say a specnal word about Abe Lowenthal, who I see s;ttmg over there. Abe has
been my life-long friend and mentor. When I was a senior at Harvard, he somehow found me and
arranged for me 1o find a job working for the Financera Dommlcana in Santo Domingo. From
that moment onward, he has constantly been at my side, guldmg me through my experiences in
Latin America, helping me to develop the Institute of the Amencas in San Diego, keeping me
briefed on developments in the hemisphere while I ran my llausmesses in Texas, involving me in the
Council on Foreign Relations and the Inter-American Dialogue and the Pacific Council, never
imposing his own philosophy upon me, but always demanding of me that I develop my own and
that I grow beyond just being a money maker. My wife refers to Abe as my rabbi; I consider him
my brother. I have been looking for an occasion to say this publicly and this i is a perfect
opportunity. Thank you, Abe, for being Abe Lowenthal. lee so many, I owe you much.
(Which is a long way of saying that if you don’t hke what I am about to say, don’t blame me,
blame Abe. D) A : !

[ ‘

On April 19th, OCtawo Paz, the Nobel laureate author of The .Labyrinth of Solitude, died
in Mexico City. On that very day, the 34 democratically ellected leaders of the Western
Hemisphere signed the Declaration of Santiago at the Summit of the Americas. One need only -
reflect on the different worlds described by these two documents to appremate how dramatically
the Americas has changed in recent years.

i
s

. In 1950, Octavio Paz wrote that Mexico’s people---and, by extension all Latin

Americans: “...have been expelled from the centeriof the world and are condemned to
search for it through jungles and deserts or in the underground mazes of the labyrinth”.

. At the Santiago Summit, the Leaders committed to a very dif_ferent journey, involving
collective efforts to promote and strengthen demo'cracy and the respect for human rights;

~ to eradicate poverty and discrimination; and to promote the overall development of the
countries of the Hemisphere.

3
I

. In his opening statement to the Summit, President Clinton described that eonﬁnon




endeavor as “the new partnership for a new century. ..

i
I

to grow 1n freedom and opportumty

and cooperation...[so that] the Americas can be a model for all the world in the 21st
century. That is, after all, the spirit of the Summit of the Americas and the promise of

Santiago.”

v
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In more narrow economic terms, one sees equally stnkmg contrasts between the 1abyrmth

and the summit;

e In 1950, Octavio Paz described U.S. economic policiieé; toward, Latin America as bound
to result in economic dependence and political interference in Latm America’s domestic
affairs.

. The Leaders at Santiago, on the other hand, described the overqll course in the Americas

as “one of faster economic growth, lower inflation, expanded opportunities, and
~ confidence in facing the global marketplace”. This cause is to be pursued as a genuine
partnership, not at the behest of the sole proprietorship of the United States.

These comments are not meant as criticism of Octavlio Paz’s viéw of the human condition
in Latin America or as criticism of his economics (which, mcxdentally,changed over time, to the

point that he strorigly endorsed the NAFTA). Rather, these

contrasts hlghhght the remarkable

change in our hemisphere, especially since the Miami Summit of the Americas. One could
develop this theme in a number of the areas. But I will con?entrate on the area of my new
responsibilities, namely, economic integration and free trade, and speci\ﬁcally, the Free Trade Area”

of the Americas.

. But let me first note a further irony of the Summit, n

Iamely, that the unanimous decision of

the 24 Leaders to begin negotiations for a hemxsphenc free trade zone occurred in

_Santiago, the very city that was the cradle of “dependencxa economlc theory, which
viewed the international trading system as condemnmg the “periphery” -- Latin America
and other developing countries -- to endunng poverty and exploltatmn

. Leaders at the Summit, in contrast, spoke of “econormc integration, investment, and free
trade {as] ... Key factors for raising standards of llVl]i’lg, improving the working conditions
of the people of the America, and better protecting the environment.”

1

VISIONS OF HEMISPHERIC INTEGRATION

Even if one puts aside the analytical framework of Raul Prebxsch and his “dependencia”
economic theory, negotiations on a hemispheric free trade zone would have been inconceivable

ten years ago -- for political, economic, and social reasons.

1
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That is not because our predecessors lacked the imagination for such a project. In fact,

visions of hemispheric integration date to the early days of I

Page 2.

Latin America’s liberation from Spain.




The first American leader to pri)pose a hemispheric conference was Simon Bolivar. Benito Juarez
proposed a free trade agreement between the United States and Mexico in the 1850s. Andin
1889, U.S. Secretary of State James Blaine actually convened a hermsphenc conference in
Washington, the goal of which was hemispheric free trade. '
- I
But despite the inspirational leadership of Bolivar, tHe integrity and determination of
Juarez, and the diplomatic skills of Blaine, none of these visions of i mtegranon came to frultlon

Few even made a serious start. ' o

' THE NEW CONSENSUS - |

$
Why do we now feel that our partiership with Latin Amencan natlons can succeed when
the efforts of our predecessor failed?

‘The conclusion of the Free Trade Area of the Americas (thé FTAA, or ALCA in its

. . ! L .
Spanish acronym) is within our grasp for two reasons. First, the dramatic changes in the

hemisphere’s politics in the aftermath of the Cold War and ef:onomics in the age of global
markets. And second, an unprecedented convergence of views that- has emerged throughout the
hemisphere.

t
i

Throughout the hemisphere, three principles now form, the foundation of modern
govemment ;
. Demécracy. Thirty-four of the thirty-five nations in the hemisphere now believe that

democracy, backed by freedom of the press, fair and|regular elections, and the rule of law,

is the most moral form of government; and also the form of government most likely to
remove violence from politics and promote economic development

. Markets. [‘he same thirty-four nations believe that the free market is the most eﬁ'ectwe

means of developing economies and reducing povertg/ j

H
'

*  Civil society. And the same thirty-four countries beheve in the essennal role of civil
' society -- citizen associations, business organizations, labor orgamzanons academics,

environmental groups, local governments; non-governmental orgamzanons or NGOs -1

forming the policies of modemn democracies,

ThlS convergence began fifteen years ago. In the United States, it has been expressed by
the Caribbean Basin Initiative, the U.S.-Canada Free Trade Agreement the NAFTA, and the
Enterprise for the Americas. And as the Cold War ended, the convergence of views became a
consensus, culminating four years ago at the Miami Summit of the Americas.

i

. The vision of Miami was one of*
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- A permanent association of democracies; |
-- A hemispheric free trade zone; L
-- A commitment to work with one another one
and scientific and technological advance; andq R
- The inclusion of crvrl society in the decrsmns of natrons

W N

THE FREE TRADE AREA OF THE AMERICAS o ”"’ ‘

Two weeks ago in Santiago, the Leaders initiated the detail ed, practlcal negotlatlons that
will make the Miami vision of a Free Trade Area of the Amencas areality. Let me just highlight
- the most significant elements of the negotiating plan for the Free Trade Area of the Americas

developed by the Trade Mlmsters at the San Jose Trade Mlmstenal and then approved by the
Lcaders at Santiago. :

I P e g4

. The negotiations will start this summer under the Chalrmanshrp of Canada (untrl the end of
1999). The 34-nation Trade Negotiations Comrmttee (TNC) will hold its initial meeting in
Buenos Aires before the end of June, when I and my| Vice. Mrmstenal colleagues will begin
the work plan agreed to at the San Jose Ministerial meenng of March 18 1998.

' i

. The chalrrnanshlp responsibilities for the negotratmns are set for the full period of
negotiations, culminating in the last two years with the €o- chamnanshrp of Brazil and the
United States. ‘ _ . :

-- This co-chairmanship arrangement for the ednclusion of the negotiations commits
the two biggest economies in the hemisphere to the suctess of the FTAA
negotiations. It provides an opportunity for two nations which are sometimes at
odds with each other on trade policy to work together towards a common cause.

i

. Nine Negotiating Groups have been established to cover all of the areas of trade identified
at the Miami Summit as constituting a comprehensive free trade agreement. They cover
everything from market access (both industrial and elxgncultural goods) to services,
intellectual property, product standards, to competrt'on policy, government procurement
and investment. |- '

-- Each Negotlatlng Group w1ll hold its initial session in Miami (the site of the
negotiations and administrative secretariat for the first three years) by the end of
this September, initiating work based on the operatxonal roadmap charted by the
Vice Ministers in June. R :

-- One of the most important characteristics of the negotratlng orgamzatlon we have
est abhshed is that the entn’e regron will share responsrhrhtles ) For example




Argentina. The United States will chair Government Prbcurement, while Costa

Rica chairs Investment. This expresses the full vesting of the 34 countries in the
success of the FTAA. o

. The FTAA will provide a single set of rules throughwt the hehlxisphere. In other words,
: the FTAA must not simply add an additional set of rlules and procedures for business to
cope with. The FTAA must make it s1mpler and more predlctable to do busmess in our

hemisphere. ~ ,

-- We recognize that some countries may pursue 1ntegrat1(fl)n w1th their nelghbors in
areas that go beyond the FTAA (e.g., monetary union), )but there should be no
_ doubt that the FTAA disciplines will become the single set of rules in the areas
covered by the final agreement. ‘ b

'

. The Leaders made clear that they expect the negonanons to make ‘concrete progress by
the end of the century”, and to “agree on specific busmess facilitation to be adopted before
the end of the century.” These measures could include agreements on transparency and
due process in government procurement; customs procedures for express shipments; or
mutual recognition agreements in the licensed professions. '

- The Trade Ministers wﬂl meet in Canada beflore the end of 1999 to evaluate the
progress and to give further guldance to the negotlatlons

BROADER SIGNIFICANCE OF THE FT AA

Now let me put these talks in some broader context.| The. FTAA is a trade agreement,
which each participating nation, including our own, sees as an economic benefit. Butitisalsoa
means to bolster the broader process of integration, development and growth not only in
economics but also in politics and daily life throughout the Americas. |

P :

. Democracy. The hallmark of the Summit process in|political terms is to strengthen the
historic commitment to democracy in the hemisphere. The FTAA will create more -
diversified and dynamic economies throughout the region, which contributes to a more
supportive political environment for democracy. Thié is especially clear in Central
America, whose nations until very recently were wracked by devastating civil wars, but
which now are taking impressive strides in estabhshmg democratic governments and
market—based economies.

. Education. The Leaders’ emphasis on eliminating illiteracy, expanding educational
opportunities and improving the quality of education throughout the hemisphere will
create new economic opportunities for people and empower them to participate in their
countries’ politics. The FTAA will expand the realm in which newly educated people can

~ secure their economic well-being and that of their families.
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. Human Rights and the Quality of Life. The Summit| devoted much of its work to the
welfare and rights of children, women, and workers Iand to proﬁection of the environment.
The Trade Ministers at San Jose established a committee of government officials from all
the countries of the FTAA to listen to all of civil society---including labor, business,
environment, consumers, academics and others—and present their advice to the Trade
Ministers. This “civil society” committee 1s unprecedented in an international trade
negotiations. !

i
|
i

. Science, Technology and the Future. Finally, the Summit, looking to the future, sought to
incorporate new technologies in its initiatives, particnlarly in education, but also in the,
FTAA. For example, a principal objectlve of the FT{AA is to improve on existing WTO
d1501p11nes wherever possible and appropriate. And we recognized explicitly that our
negotiations must take into account new technologies in international commerce. Thus,
the Trade Ministers also agreed to set up a joint private sector-public sector committee of
experts (initially chaired by Barbados) to provide guildance on the implications of
electronic commerce for the FTAA. Once again, this is an innoyation in international
trade negotiations. And a fitting one, when one considers that the fastest growth of

Internet connections in the world is occurring in Latin America.

CONCLUSIONS | =«

~ Altogether, then, the agenda of the Summit of the Americas goeis beyond trade. Faithfully -
pursued, it will increase prosperity. Support democracy. Reduce povefty. Improve the quality of
life. And it will lead us toward the genuine, permanent partnership with our sister republics that
the wisest leaders have sought for so long. . : o '
: »

As the 34 democratic nations of our hemisphere look out on the' new millennium, we share

a fundamental consensus on the basic principles of modern natlons genume democracy, open
markets, and participatory civil society. In the sphere of trade and economics alone, this offers us

an opportunity that many have dreamt about, but none have }llet been able to realize.

And in the larger sense, just as the poetic vision of Octavio Paz bnghtened in the last
decades of his life, it offers us a metaphor for transformed relations w1th Latin America. Once a
disparate group of “ciegos” wandering through the labyrinth,|the nations of the hemisphere have
now “seen the light” and embarked on a directed, uplifting journey to the summit of prosperity,

guided by the bright prospect of peace, democracy and vibrant, open markets.

1
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Ambassador Richard Fisher
“Can Japan be Asia’s Locomotive?” |
National Press Club | !
May 4, 1998 ‘
~ Thank you. I am very pleased to be here at the National Press Club today to speak about
the future of Asia. This is a subject that has been a focus of attention in many circles in recent
months, and it certainly has the attention of the world’s leaders. In fact, measures to bring Asia
out of its current economic predicament was a core subject at the OECD meeting last week and
will be a focal point for discussion during the G-7 meeting to be held in Birmingham later this
month. :

Introduction
Can Japan be Asia’s locomotive? The answer is yes.| Japan not only can but must be the |
primary engine in Asia, or “Asia’s locomotive” if you will, 1gn1tmg growth and kindling stability in
the region, thereby helping to bring Asia out of crisis and back into a penod of strong economic
performance and prosperity.

While certainly the major responsibility for overcommg the economrc crisis in Asia rests
with the affected countries themselves, all major industrialized nations have a responsibility to
promote balanced growth in their own economies to suppor't the return’'of financial stability
globally and t6 help accommodate transitional trade imbalances in crisis-affected countries. All
members of the OECD agreed at their meeting last week in|Paris, that they should contribute to
the ‘Asian recovery with policies that sustain growth and domestic demand and further open
markets

U.S. Interests

Over the last several years, the policies pursued by the United States have produced lower
budget deficits, lower interest rates, low inflation, and strong growth. Abroad, we have been a
champion of a stronger world commitment to free trade. All of these efforts have contributed
significantly to world economic growth.

Recent U.S. pro‘sperity is, in part, a direct result of] ‘ou‘r growing number of exports around
the world. As measured in imports and exports, trade in 1970 was valued at about 13 percent of
the U.S. GDP. In 1998, the estimated value of our trade has reacheda value of more than 30
percent of the United States’ economic activity. Expor‘c-related jobs currently employ an
estimated 12.1 rnillion Americans. Exports not only expand our economy and employ Americans,
but create better paying jobs. Estimates put wages of employment supported by goods exports at
a rate of 13-16 percent higher than the U.S. national averqg¢ wage.

Moreover, as more and more Americans invest their savings and retirement funds in equity
mutual funds -- there are some 65 and a half million Amer;icans invested in them today -- the
financial security of the typical American household is increasingly tied to ever-expanding markets




for the output of American goods and services. 65 and a half n?illion Americans have invested
their 401K, IRA, and other retirement funds in mutual funds investing in stocks, with the
expectation that their proﬁts ‘will grow. To grow those profits, markets niust continue to expand.

The Asian market includes half of the world’s populanon and until very recently, some of
its fastest-growing economies. We export more to Asia than we. doto Europe and in 1997,
exports to Asia accounted for 28 percent of total U.S. exports. To some.U.S. states, such as
California, Oregon, and Washington where more than 50 perclent of exports are to Asia, trade
with the region is a very key part of economic prospenty ' ;

By these statistics alone, it is obwous that the stability and proSpérity of Asian economies
is vital to the security of our own. While, to date the Asian financial crisis’ impact on our country
has been moderate and manageable, a deepening of this crisis |could have profound effects in the -
U.S. as well as the rest of the world. Equally importantly, fallure to get t these economies back on -

their feet could have a serious destablilizing effect in the reg10‘n

While critical U.S. economic and national security interests are integrally tied to a stable
- and economically vital Asia, the U.S. cannot be the only engine of global growth or the sole buyer
of goods that Asiar countries need to help revive their economies.

The Role of J apan

As, the second largest economy in the world Asia’s biggest market and largest source of
capital, and the key U.S. military ally in the region, Japan has{ a critical role to play as a driving
force for an economic turn-around in the Asian region. Japan, itself, also has much to gain by
guiding Asia back to a prosperous future. Certainly a weak .Iapan poses a danger for spreading
further weakness in the region and beyond. A strong Japan, however wxll provide fuel for Asian
economies as well as strength for the rest of the world. :

World leaders look to Japan for quick, decisive action in thlS tlme of crisis. It has become
increasingly obvious over recent months that it is 1mperat1ve that Japan, undertake immediate \
measures to stimulate its economy and promote demand-led growth to pr0v1de a viable market for
goods commg from surrounding countries. : ‘

We must not forget, however, that it is equally impo“rtant that J épanese leaders put
comparable effort into meaningful structural changes to bring about a long-term solution to the

problems that have besieged Asia, and Japan in particular, in recent months.

In sum, Japan must undertake significant measures to resolve its ﬁnanc1al problems,
strengthen domestic demand, and deregulate its economy and open up: lits economy to imports.

i
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The ] apanese Ec’dﬁo*iny“

With Japan in its 7th year of recession, some. have vmcied senous'coneern thatéﬁ_ e
Japanese economy is not.up to the task of supporting Asian economies.inian- attempt 0 regain
their strength. Japan’s real GDP grew at less than 1% in: 1997’ and during the-first: quarter of this
year, most forecasters predicted near zero to negative growth for the Japanese economy in 1998.

The current unemployment rate represents a post-war high for Japan PR T

o4

At the same time, Japan’s current account surplus rose sharply last year to $95 billion -
2.3 percent of Japan’s GDP -- a 30 percent increase over the year before. The surplus is expected
to rise again this year, although more slowly due to dampened ‘Asian demand. .

1 -~

Bllaterally, the U.S. trade deficit with Japan is also notlceably w1demng ~The trade deﬁc1t
which totaled $48 billion in 1996, climbed to $56 billion in 1998 Aecordmg to the most recent
U.S. government figures available, the U.S. trade deficit with Japan over the first two months of
this year reached $9.6 billion -- up 12.8 percent over the same penod a year ago. Over this time
period, U.S. exports to Japan dropped 7.6 percent. It is expected that this.trend will continue.
This will likely bring increased scrutiny of our trade relataons}np with Japan within the U.S. and
could lead to unfortunate, protectionist polltlcal action if left ur 1addressed '

Despite this “bad news,” there is tremendous conﬁdence both within Japan and around the
world that, with the proper measures, Japan can overcome these problems and be the main engine
of growth in the region.

( i
'

- An April 22nd poll conducted by CNBC Business News Network Igin conjunction with the
'Hong Kong-based weekly Far Eastern Economic Review showed that 83 percent of Asian
businessman believe that Japan could do more to revive its sluggish economy. More significantly,
the number of Japanese business leaders supporting that view was a whopping 96 percent.

I think that Japan has now begun to get the message that more radical, meaningful
" measures are needed to stimulate not only Japan’s own economy, but reestabhsh confidence,
stablhty, and growth in Asia as well as the global economy. C

B
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The New Japanese Fiscal Stimulus Package

A little over a week ago, Prime Minister Hashimoto announced a new fiscal stimulus
package totaling more than $130 billion -- the largest in Japanese history.. - About 28 percent of
the package consists of tax cuts. And while the plan does not mclude permanent tax cuts, it does
repeat a promise to cut corporate taxes and leaves open the po< sxblhty of a permanent mcome tax
cut.

Pl e o o

Forty six percent of the total package will go- toward ~pu bhc works pro;ects Whlle the

it e

prehmlnary plan announced a few weeks ago called for a public works spendmg boost of 6 trillion




yen the final package announced by the Prime Minister g goes e
~ trillion yen.

i
i
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ven further, calling for a total of 7.7

;

Further, of note, the package includes a meaningful plan to encou%age securitization and
sale of bad bank loans. In addition, the package indicates that the Fiscal Reconstruction law will
be revised and, as a result, the target year for reduction of the Japanese Government debt to 3

percent of GDP will move from Fiscal Year 2003 to 2005.

Immediately after the stimulus package was released Economic Planning Agency Minister
Koji Omi asserted that the package will boost GDP by 2 percent in Fiscal Year 1998. Others
predictions were not as optimistic but were somewhat higher than their prevnous forecasts of near

zero growth.

We, and I am speaking not only for USTR, but the U.S!
 that this represents a positive step forward for Japan, and we 1
move forward quickly to put these new measures into place.

But to reiterate a point that USTR, the U.S. Treasury a
making for a long tirne, fiscal stimulus is not enough. Japan m

significant and meaningful measures to deregulate and open up

Govefhhxent generally, believe
irge the Japanese Government to

nd President Clinton have been
ust complement this with more
its economy. The Clinton

Administration believes that fiscal stimulus is a necessary but msufﬁcxent condition for Japanese

“recovery: it will only succeed in stimulating healthy growth if 1
with deregulation and effective market-opening measures.

Need For Déregulation

tis accompamed hand-in-glove

In a January editorial, Japah’s Ambassador to the United StateS,f K;uriihiko Saito, wrote:

!
!

“We recognize that the old ways that achieved so muchI since the war are incapable
of taking us further. The world has changed and so must we. Japan genuinely
wants an economy open to imports. This isn’t somethmg to do grudgmgly under

pressure. As 1998 dawns, we realize it is the only way
economy.”

A new approach to market opening is what Japan needs;

Japan’s Asian neighbors need in this year of crisis.

Not only do we hope to see an equal contribution from
- and a Japan more open to American goods and services, as we

to survive m a global

it is what we need; and it is what .

Japan to Asia’s economic recovery
I as Asian exports, we also hope --

indeed, we need -- to enter the next century with a strong, prosperous dynamxc J apan asa

[

strateglc partner.

Deregulation is a key part of each of those goals. First

and foremost, it is the key to our




“hope for a strong Japanese economy that can lead Asia out of crisis. In the recently released 1998
World Competitiveness Yearbook, which assesses and ranks how well countries support an
environment which promotes competitive enterprise within their borders,;Japan ranked only 18th
for overall competitiveness -- a 9-place drop from last year. This is even more remarkable since,
just five years ago, the Yearbook ranked Japan second only to the U.S. in world competitiveness. -
The 1998 report cites the “complete disarray” of the Japanese economy for the significant drop
from last year, Over-regulation is one key factor in this evaluanon In fact, the 1996
Competitiveness report ranked Japan 35th globally in terms of bureaucratnc mterference and
government obstrucilon in the market place. ,

Other similar reports by highly respected international )rgamzatlons also clearly show the
need for change in Japan. This January, for example, the WTO conducted a comprehenswe ‘
review of Japan’s trade policies. Again, one of the key themes highlighted in this review was that

Japan should undertake urgent and meaningful deregulation of|i its economy and implement
structural reform.

i

‘To give a couple of concrete examples of the kinds of reform we zf:lre talking about:
-- Telecommuriications rates in Japan are up to 74 percent higher than the OECD average.

-- Electric power rates in Japan are more than 20 percent higher thar} those in the U.S. and

- other industrialized nations in Western Europe. !
. “

-- In food processing and textiles, Japanese productivity is only about one-third of US levels.

Japan’s Economic Planning Agency estimates that deregulation in; elght key sectors,
including finance, telecommunications, transportation, dlstnbutlon energy, housing, health, and
labor, could add 0.9 percent annually to Japan’s GNP over the coming five years. And the
Ministry of International Trade and Industry (MITI) estimates that deregulation in five key sectors
could generate 39 trillion yen in fresh investment and increase the real income of consumers by
370,000 yen per household over, the same period.

At the very top level of govemnment, Prime Minister Hashlmoto has repeatedly stressed
. the importance of deregulation. Early th1s year, he stated:

“At a time when the overall administrationis expenencmg systemlc fatigue, it is
v;tally important to carry out reform by easing and hﬁmg regulatmns

L
So our policy goals, for the Asian crisis and for bilaterail trade are consistent with those of
Japan’s opinion leaders and Japan’s government. And our experience at home shows that the
agenda we and Japan have put forward is realistic and will get results. - '
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The U.S. Experience ' ;
“The U.S. economy has enjoyed significant economicfgr‘owth and low unemployment,
inflation, interest rates for an extended period of time. We believe that is, in part, due to
deregulatory measures taken in the past. - :

A 1997 study by two noted regulatory economists clearly document the historical benefits
of deregulation in the U.S. Their analysis of five major netwo‘rk industries that have undergone
deregulation in the U.S. (natural gas, telecommunications, aullnes truckmg, and railroads) shows
that within the first two years of deregulation, prices fell by 4- 15 percent.’ Within 10 years, prices
were at least 25 percent lower, and sometimes close to half their earlier prices. At the same time,
overall, service quality improved. Reform generated génuine gains for consumers and society as a
whole, and customers were-presented with more choices. - '

Deregulatlon has provided substantlal benefits to the ULS. economy and it can do the same -
for Japan. ;

T
I

Deregulation Initiative

That is the background of our bilateral deregulation init‘iative with' Japan. In June of last
" year, President Clinton and Prime Minister Hashimoto jointly committed to the “U.S.-Japan
Enhanced Initiative on Deregulation and Competition Policy,” or the so- called “Enhanced

Initiative.”
|

Its broad objectives are to enhance consumers’ choices, lower prices, increase efficiency
and promote economic activity. Over the past year we have acted through five working groups:
‘housing, financial services, telecommunications, deregulation alnd competition policy.” And their -

progress since last June will be a focus of bilateral discussions between President Clinton and
Prime Minister Hashimoto at next month’s G-7 meeting in Binlningham, England.
: | o
* Success in these areas will help fulfil Prime Minister Hashimoto’s stated objective of
fundamentally restructuring the Japanese economy.

Japan’s New Deregulation Progrém SR

We have made some headway towards this important goal In March of this year, the
Government of Japan announced a new 3-year deregulation program. ThlS new program included
many issues we have discussed under the Enhanced Initiative -+ telecommunications ,housing,
financial services, medical devices an pharmaceutlcals competmon pollcy, distribution, legal
services, and regulatory transparency. - , )

Yet despite some positive initial steps, the newly-announced deregulation program fell
short of U.S. expectations in several key areas. Let me give you a couple of specific examples:




t
i

C

In telecommunications, Japan needs to lower the high rates NTT charges competitors for
access to its network--rates three to five times higher than those inmore competitive

overseas markets.

l

[

In the housing realm, in order to improve quality, affordab:ility,;and availability Japan

needs to eliminate tariffs on wood product imports, reso

lve issues that impede American

style 2x4 construction in Japan, and consult with international experts to ensure that the

In terms of medical devices and pharmaceutlcals Japan

Building Standards Law is user-friendly and consistent with mtematmnal practices.

[

should cxpedlte the new drug

application approval process and provide appropriate incentives for introducing new drugs

medicines.

~ allowing Japanese patients qumk access to. new, safe, and life-saving medical devices and

¢
{
i

1 would also like to add that aggressive enforcement ofithe Anti-Monopoly Law (or

AML”) is a critical complement to deregulation. As m
to “reregulate"” by engaging in anticompetitive practices
enforcement in Japan severely lags behind the United S
modernize it.

arkets deregulate, firms often try .
to thwart new competition. AML

tates and we are pressing them to

Further, our deregulation experience shows that the process needs to be open to pubhc
scrutiny. Those affected by regulatory changes need the opportunity to provide input.
This is what is meant by “transparency;” we believe mcx{‘eased transparency in Japanese
procedures and rule-setting will assist greatly in opening up theJapanese market.

J apanese Views

f
; .
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The U.S. Government is not by any means alone in its reservatlons nor in its hopes that

-the Government of Japan can undertake more radical deregulatlon ina shorter period of time. In

fact, the voices from within Japan --including Diet members, bureaucrats, acadermcs and
journalists --have often, in recent months, been louder and more insistent than ours.

The Tokyo Shimbun, for example, has opined that:

R ! . B . p
“We can hardly say that what the government has done is sufficient. It will now be
necessary to broaden the scope of deregulation more than ever and promote

deregulatory measures.’

;il'

Likewise, a Nikkei editorial urged the Government of Japan to make the new 3-year plan
more prOdUCthC and beneficial for the citizens of Japan. And Economxc Plannmg Agency head,
Koji Omi, has stated that:

“bold deregulation is urgently needed for creating new d

3mfand and expanding

'




employment... (as such) the main role of govemmentwsl"" il
flexible and freer system for private business activities and t
through deregulation.

Lead up‘to Bifnﬁngham oo

I recently returned from a mp to Pans where [ met with my. Japanese counterparts to
discuss deregulation and pushing for a more meaningful set of measures for Presuient Clinton and
Prime Minister Hashimoto to bless at the G-7 summit later this month. .

We made some progress at that meeting. In Paris, Japan comm1tted to. shorten the
approval processing period for new drug applications in order to speed the introduction of
innovative new pharmaceuticals, particularly for priority drugs,and to take measures to facnlltate
acceptance of foreign clincial test data for foreign medical devmes and pharmaceutxcals

We also made progress on housing issues, such that J apan will take measures to allow
engineered wood products greater access to the Japanese markl:t LTSN

Still, there are a number of key deregulation items whxc h need resohmon prior to the
Birmingham summit. In particular, we are seeking additional m neasures from Japan to address
interconnection rates for telecommunications, the system for pncmg of pharmaceuncals and
greater transparency in reform of regulatmns of Japan’s retall dlstnbutlon sector

Lo
) . ‘

We understand that there is a dcep-seated, fear in Japan halt d‘eregulation, if undertaken
too quickly and too completely, will destabilize some unique features of Japanese society, such as -
life-time employment, which brought Japan much stability in the post-war era.

While there are social costs to deregulation as inefficient cémpaniei;‘are streamlined and
new industries are born, the U.S. knows from firsthand experiencel that deregulation can and- will
also promote long-term growth. And the cost of delay —-in bilateral trade disputes, in Japan’s

" own economic future, and in the potential for worsening the Asihn-ﬁnaﬁcia‘l crisis--is too high to
pay. Overall, aggressive deregulation will serve as a catalyst for, Asia’s economic recovery by
encouraging domestic industries and service providers to become more efficient as well as fueling
domestic growth. : L

s

Conclusion

B

In closing, I would like to say that both the U.S. and Japan have a signiﬁcant stake in the
result of this crisis with which we are faced. Both countnes also have a key role to play in
brmgmg about a desirable outcome. . T

v . e

v The U.S. Gove mment will continue to pursue:an aggresswe agenda for U. _S': engagement
in Asia through the two-fold strategy of financial stablhzauon and broad stmcmr arket-




opening reforms. We know that deregulation, transpérency,' and true 'cofnpetition must be
pursued with equal vigor as we seek financial stabilization in the region. ;

I believe that Japan’s adoption of effective measures to!‘fesolvé its financial problems,
strengthen domestic demand, and deregulate its economy, will provide a win-win-win opportunity
for Japan, the U.S. and the global economy. By reforming its own economy, Japan will once

again play the rolere expect of the world’s second largest economy asnan engine for Asian
economic growth. o ‘ L
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SPEECH OF AMBASSADOR RICHARD W. FISHER, DEPUTY UNITED STATES
TRADE REPRESENTATIVE, AT THE CENTRAL BANK OF ARGENTINA

October 5, 1998

F ollowmg is the text of the speech of Ambassador Rlchard W F 1sher Deputy Umted :
States Trade Representative, as prepared for delivery: f

Good afternoon. Thank you all very much.

. ‘ _—
Es un gran honor para mi dirigir la palabra a este foro tan distinguido. Y espero no
solamente hablarles, sino también escuchar sus inquietudes, §us preguntas y sus consejos.

THE ALCAIN PERSPECTIVE

He vemd0 aqui esta tarde para hablarles de nuestros planes sobre el Area de Libre
Comercio de las Américas. Ahora que los nueve Grupos de Negociacion estipulados por el
ALCA han terminado su primer mes de trabajo en Miami, mran y leeran los detalles: acerca de
las inferencias del liderazgo de Argentina en las negomacwnes del ALCA, a nivel del grupo de
negociaciony el comité de negociaciones comerciales; acerca de las fechas limites de
negociacion; acerca del debate sobre la autoridad de via raplda en los Estados Unidos, y todo
lo demas. Pero como las negociaciones siguen en su etapa mlg:lal me 'gustaria situar el proceso
en una perspectiva mas amplia: su historia, su justiﬁcaciéh,?sus consecuencias para la crisis
financiera que ha afectado a todos nuestros paises y su sigxlfiﬁeado para la proxima generacion.

The conceptual case for free trade in the hemisphere, of course, rests on the most
elementary points of geography and national interest. We are neighbors; we will always be
neighbors; and it is plainly in our interest to have the best pOSSIbIe trade and economic
relationships with each other. v ;

But in the past, this reality has never been enough to brmg us together The ALCA is
now possible not only because of, geography and national mterest 'but because of shared values
and ideals: each member of the ALCA is a democracy, respectful of the rule of law and with
increasingly liberalized markets and honest and transparent governance

THE REVOLUTIONARY TRANSFORMATION' |

This reflects a profound, perhaps revolutionary, transformation: the convergence of the
entire hemisphere on a common set of ideals.” ' :




Throughout our hemisphere, we share the ideals 'of freed'om ahd 6ﬁ15-5l'tifhity :_modern
concepts of freedom for the entrepreneur and universal educatlon for the.child have replaced
the sterile, traditional battle between statist right and statist left

And throughout our hemisphere, we share the ideals of democracy and civil society: the
right of the citizen to take part in elections and in the decisions of natlons on pohcy have won

almost universal acceptance ; e

This is the work of an exceptlonal generation of leaders 'm all parts of the. hemisphere —
of Arias and Zedillo; Gaviria and Cardoso; Aylwin and Frei; Alfonsm and-Menem. Still more 1t
is the work of ordinary citizens willing to stand up at great risk against arbitrary privilege and
for human rights and the rule of law: the Argentine grandmolthers of thé Plaza de Mayo; the
courage and sacrifice of men and women who volunteered in|the pleb1s01te which returned
democracy to Chile; the Colombian journalist Diana Turbay; the elected mayors of small
Peruvian towns standing up against terrorism; or in daily llfel the perseverance and hard work
of the millions of informal workers and entrepreneurs of whom' Hemando de Soto wrote in his

book “El Otro Sendero” (“The Other Path™).

i L
i Ly
It has taken extraordmary vision. .
It hastaken courage. |
And fittingly for a movement dedicated to the most romantit of visions -- the vision of
the rights and freedoms of the cmzen -- its most evident resu lts; are in the daily lives of our L
people. S

We see it through the medium of business: Latin America is ou"r fastest-growing

export market, and we are yours. ‘ 2
. Lo

We feel it through a cultural exchange which deepens by the year. Latin Americans and
North Americans know each other better today than ever before. For example, between 1991
and 1996, the number of minutes for telephone calls from the United States to South America
tripled. Every day, the Norteamericanos are gaining exposﬂre to Latin' America through the
novels of Cortazar and Amado , the poems of Neruda and the essays of Octav1o Paz; they take
tango lessons and eat at the churascurrias that have prollferated in our cmes " Those of
elevated temperament can see Julio Boca tour with the American Ballet Theater and watch

“Kiss of the Spider Woman” on television. - D e e e

- . .. . ’ V CL
The arts, dance and music, cuisine, even our Jangua
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becoming increasingly Latinized, even mote so as the “Hispanic States” of California and
Texas and Florida assume greater and greater prominence in dpmestic politics. (With the next
census at the end of the century, Texas is forecast to surpass New York in population, with
Florida coming close behind. We apportion our Congress accordmgly ) All of this allows us
to see the possibility of a new, enduring and equal partnership|of interlaced culture and
commerce. As the President of the United States said in his opening statement to the Summit
of the Americas last: April in Santiago, we can create a: ' g

} ot

“new partnership for a new century... to grow in freedom and
opportunity and cooperation...[so that] the Americas canbe a -
model for all the world in the 21st century.” | ' -~

i

"THE LABYRINTH

Of course, we should not and must not underestimate the dlfﬁculty of converting this
vision of partnership into reality. Because we are not the first to have, such dreams.

The leaders of the independence movement in South Amenca -- San Martin,
O’Higgins, Bolivar -- believed in the liberal vision of open téade and hemispheric integration.
In fact, Bolivar himself was the first American leader to propose a hémispheric trade
conference. Benito Juarez proposed a free trade agreement between the United States and -
Mexico in the 1850s. In 1889110 years ago--- U.S. Secretary of State James Blaine actually
convened a hemispheric conference in Washington, whose goal was hemispheric free trade.

~ But none of these hopes were realized. One is remindeld reading about these
proposals, of the motif of the labyrinth in the writings of Jorge LLuis Borges -- a palace whose
gates are always closed, a library with an indecipherable catf‘llog, or a prison with vast winding
corridors that ultirnately reach no destination. The early dreamcrs of hemispheric trade
integration shared the fate of the searcher after truth in this passage from the story La Muerte y

la Brujula (Death and the Compass)

“Cruz6 antecimaras y galerias para salir a patios
gemelos; se reflejo infinitamente en espejos optiestos; comenzo a
cansarse de abrir 0 medio abrir ventanas que daban al mismo
jardm desolado afuera, desde varias alturas y angulos .

Despite the inspirational leadershlp of Bolivar, the 1ntegnty and determmatlon of
Juarez, and the diplomatic skills of Blaine, none of these visions of i integration came to fruition.
More recent efforts -- Franklin Roosevelt’s Good Neighbor|Policy, John Kennedy’s Alliance
for Progress, even the Rio Treaty -- left far less of an imprint than their authors had hoped.
Most of these efforts led, somehow, first to disillusion and hen to mutual recrimination: to the
duplicate patio, the endless corridor, the desolate garden. | 1= .,
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Why do I believe we can now ﬁnd the exit from the labynnth when our predecessors
with all their immense talents could not? :

The answer must begin with the reason they failed. It was not for want of imagination,
nor for any technical reason. In fact, it would have been much easier to-negotiate a free trade .
- area in 1889 -- when tariffs on goods were the only issue -- than it is in' 1998, when an
agreement must cover financial services, copyrights and patenlts,.agncultural inspections,
electronic commerce, and the like. Rather, the explanation hes in the world of psychology,
perceptions and ideas. As Jose Marti said, commenting in 1890 on Blaine’s conference: “Las
barreras de ideas son mucho mas fuertes que las barricadas de piedra” -- “the barriers of ideas
are stronger than barricades of stone”. ' o ‘

On one side was the perception many Latin Americans held of the United States. The
prevalent view was exemplified by the lament of Mexico’s Prlesxdent Porfirio Diaz, regarding .
his country’s distance from God and proximity to the United States: “pobre Mexico— tan lejos
de Dios y tan cerca de los Estados Unidos.” Many regarded the United States as an inevitable,
paternalistic source of monopolization, intervention, interference and all the rest. It was

preferable, according to this perception, for Yanquis to go heﬁé and :sta'y home.

On the other side, many in the United States viewed Latm America as a welter of
caudillos and dictators. Of communist guerrillas. Of oppor’tumstlc nationalist politicians
denouncing the norteamericanos to mask inefficiency and corrupnon at home. In this
: percept1on many regarded our neighbors as, essentially, a source of trouble, or worse, asa
region which could not be taken seriously as either a competltor or a partner in a common
destiny. Small wonder that the celebrated writer for the New York Times, Scotty Reston,
used to quip that the people of the Umted States would “do a’nythmg for Latin America but

| - .

think and read about it.”

Together, I believe, these destructive perceptions made success impossible. The ALCA
can succeed today, however, because - to a great extent -- tﬁese malicious perceptions have
faded. Mind you, they are not gone -- witness the emotional opposntlon of both right and left
to the North American Free Trade Agreement. They are clearly reflected in our public debate
over the ALCA generally, and in particular over fast track negotiating authority -- which we
hope to win from Congress early next year. But day by day, as U.S. entrepreneurs invest and
sell into or import from Latin America, as U.S. students meet the1r Latin counterparts, as
popular culture grows closer and commerce more mterlmked we are getting there. Day by
day, the better angels are ascending -- “los mejores angeles a‘scxenden And the achievement
of hemispheric integration is made all the more plausible. Wlth the commitment of both
Argentina and the United States, if we hold to our vision, we will not fax] in our effort to create

a hemlsphere—w1de free trade area.

i

THE FINANCIAL CRISIS
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A Still, we face obstacles. Traditional fears about trade liberalization may well intensify in
both our countries in the face of the world’s current financial crisis. This could tempt us to
retreat; but that would be the worst mistake imaginable. | oo

In the past year -- first in Asia and in Russia, then in Me)!(ico, Canada and South
America, and now in the United States, in a financial equivale‘nt of spontaneous combustion
we have seen turbulent financial markets and investor anxiety! Each of us is feeling its effects,
and all of us must work together to address it. Federal Reserve Chamnan Greenspan makes

the obvious point about the U.S. sntuanon

“It is just not credible that the United States can remain an oasis of
prosperity unaffected by a world that is experien¢ing greatly increased
economic stress.” P

We are in this together. Each of us has responsibilities to our own citizens, to our
hemispheric neighbors and to the rest of the world; and we wxll meet those responsibilities.

That is why in his speech earlier this month to the Council on Forelgn Relations, President
‘Clinton stated that: A : -

“we have to be ready to respond immediately, w1th financial force if necessary,
to the currency crisis, if it spreads, especially if i it threatens the economies of
Latin America, where nations have struggled to make progress to do the right
thing...” Lo ‘

But we also must address the longer-term dimensions of the global economy. Which is
why President Clinton is meeting this week with the FinanceMinisters of 22 key countries
(including Argentina) to find ways to strengthen the international financial architecture. That is
why we are consulting closely with the countries of the Southem Cone. And, to the point of
this speech, this is why we are committed to mamtammg our own open market and pushing the

ALCA forward T

It is likely that some will attribute the crisis to the more open tradmg world of today,
Just as NAFTA came under intense pressure during Mexico’s financial crisis in 1995. But the
fact is, the problerns evident at the outset of the Asian crisis dobnot lie in open markets. They
arise in great part from the opposite: insider deals, weak mlé of law, debilitated financial
institutions and lack of transparency. Latin Americans understand this truth perhaps better
- than most, since these were some of the problems at the heart of the Latin American debt crisis
of the early 1980s-- problems which Argentina and its nexghFors have so successfully resolved.

While it is easy to become discouraged when contaglon from far-ﬂung markets infects -

“us at home, now as then the solution to the crisis will come from greater competition, more
openness and transparency, and the continued application of the rule of law. The adoption of
these ideas and values in Argentina and in Latin America ge nerally durmg the past decade has
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helped the hemisphere weather the crisis better than many other parts of the world despite the

difficulties before us. i

A true story about an event which took place in London in. the late 1920's provides a
handy parable for the predicament of continued trade liberalization in 1998 It relates what
happened at a dinner given by the then-queen of London soc1e|ty, Mrs. Ronnie Greville, for the
then-popular Foreign Minister, Austen Chamberlain. He had risen to power dramatically and
was intensely sought after. It represented a great social coup for Mrs. Greville to have

Chamberlain seated at her table with about a dozen members d)f the London estabhshment

The hostess sat at one end of the table; Chamberlain sat at thd other L

When the party was seated, it became immediately apparent to the hostess that the
butler, who had commenced serving the meal, had partaken of a substantial amount of liquor.
Very discreetly, Mrs. Greville turned over her place card, penned a note, and beckoned her
man. The note said, “You are drunk and disgusting. Leave the room at once.” Unflinching, .
the butler placed the note on his tray, tottered around the table and handed it to Austen
Chamberlain, the guest of honor. : , i i

|

Free trade is the Austen Chamberlain of this parable Iti 1s not the cause of the current

f'mancral volatility. It must not become its victim.

To retreat from the hlStOI’lC reforms made this past decade in our hemisphere would be
to open our countries to increased instability and insecurity. ‘AI Contrano deepening them
through the ALCA process and elsewhere will reduce the risk of falllng back into the labyrinth.

THE HEMISPHERE'’S CONSEN SUS R
As we approach the opening of these negotiations, the':n we face obstacles which are
not trivial. It will take leadership -- and partnership -- to overcome them. But I sense that our
shared confidence in a hemispheric consensus is much strong‘er and will prevail. Throughout
the hemisphere, to quote President Menem on Argentina’s reform in his speech to the
Legislative Assembly this year, we have a “deep consensus ’on-the most fundamental

principles which the ALCA requires:

'
|

. The belief that democracy, backed by freedom of the press, fair and regular
elections, and the rule of law, is the most moral and effectlve form of
government;

. ‘The belief that the free market, under the rule of law, with universal educatlon

and an effective safety net for the less. fortunate, is the best means of developing
economies and reducing poverty; t P
: ‘ I

1




° The belief in the essential role of civil society in formmg the policies of modern \
democracies.

| i
1 .

This consensus is the basis of your own integration arrangement---Mercosur---which
stands for democracy and the rule of law, as well as mutual economm benefit. Since the birth
of Mercosur with the Treaty of Asuncion in 1991, intra- Mercosur trade has increased by over
400%. Argentina’s exports to Brazil have increased over fivel fold sirice 1990. Not only has
there been a boom in intra-Mercosur trade, but Mercosur’s exports to the rest of the world
have increased by over $20 billion in the same time frame. Along the way, Mercosur has
reached out to Associate Members Chile and Bolivia. And when democracy was threatened in
Paraguay, the governments of Argentina, Brazil and Uruguay|acted on principle to support
strongly Paraguay’s commitment to democracy when it came under fire. It is through such
demonstrations of mutual confidence and partnership that our hefmisphaic consensus and
commitments to each other are solidified. ‘ ’

There have been some pernicious questions about the viéws of the United States
toward Mercosur. et me make clear our view: we applaud l\'flercos,ur.x We believe it
promotes hemispheric extension of the benefits of free trade, fueled by reduction of barriers,
simplification of procedures and regulations, and harmemzatllon of standards necessary to

~ make expanded trade possible. R

1

S o
~ We also know of the salutary effects of trade integration in North America. As

NAFTA approaches its fifth anniversary, our exports to Mexi:co are up.from $41 billion in
1993 to $85 billion this year. This has created opportunities leading to tens of thousands of
jobs in North America, and has already made Mexico a larger export market for American
goods than Japan (whom we expect to buy no more than $58 billion from us in 1998). In fact,
as I speak, Mexico is overtaking Japan -- an economy 12 times 1ts size -- as our second largest
two-way.trading partner. Meanwhile, Mexico’s exports to the U.s. have risen almost 140%,
from $39.9 billion in 1993 to a projected $95.6 billion this yea[ar And Mexico is using this

. trading activity to diversify its economy. In part due to NAFTA and the investment activity it
has opened, 26% of Mexico’s exports are now commodlty-based -- the lowest incidence in the
hemisphere, including the United States

This is a perfect case study of the role trade agreements %can play.in times of economic
duress and financial instability. Mercosur, along with Chilean multiple bilateral agreements,
the Andean Community and eventually the ALCA, should fulfill the same roles today in South
America. i '

THE ALCA

Just what can we expect from these negotiations for an Area de Libre Comercio de las ‘




Americas? . I
First, we will eliminate obstacles to trade, creating opportunities for Argentine ranchers
and manufacturers, Chilean engineering firms and aquaculture, Brazilian farmers and aircraft
‘producers, and well as for U.S. telecommunication services and pollution abatement
equipment. All the trade barriers of the hemisphere are on the ne:gotiating table in Miami—in
both industrial and agricultural goods and in services. ,' ‘

{

Not only will elimination of tariffs and non-tariff barriers present new markets for our
producers, but the fact of the world’s largest (in terms of population—approaching 800
million) free trade area will be a powerful stimulus for mvestment in all our economies. It
certainly will stimulate domestic investment, which is absolutely ‘critical in Latin America,

. where savings rates are undesirably low. But it also will attract investment from outside the
region. We already have seen, for example, that NAFTA has iprovided a strong incentive for
European and Asian direct investment in all three North Amencan economies. Mercosur also
has promoted foreign investment in new plant and equipment as' firms prepare for the customs
union in the Southern Cone and the free trade agreement betwecn Ch}Ie and Mercosur.

Second, we will improve our hvmg standards. Argentma knows this as well as anyone.
Freer trade and more open competition allow families to beneﬁt from a wider availability of
goods and services, with better quality and lower prices. I don’ t mean simply that they will be
able to buy imports -~ domestic firms will become more’ efﬁcxent as they more easily import
capital and informatics goods -- and employ the higher technologles that become available
when intellectual property protection improves. And government will be more economical in
providing services (and spending tax money) through adherence to international standards of
open and fair procurement practices. Even local monopohes! ar;d other anti-competitive
practices will diminish as we advance negotiations in competition polif:y.

Third, we will open markets in services. This encourages cémpetition transparency,
and impartial regulation of financial systems, telecommunications, insurance and other
industries basic to a modern economy. Improving productmty in these fields inherently
encourages productivity gains in the overall economy. Equally important, helping to ensure
that financial mstnutlons are sound makes future financial crises less likely.

Fourth, we will develop new, fairer means of resolving ftrade‘ disputes. This is
important both in purely commercial terms and for improved overall relations. While there
always will be differences in interpretation of international or hemisphéric trade rules, agreed
procedures for resolving them are essential to the partnershlri) our leaders envisioned in Miami

- and Santiago.
Fifth, our negotiations in the ALCA already are preparing us to.be more effective in

addressing our mutual trade concerns with trading partners outside out region. For example,

the Argentine-led ALCA negotiations on agriculture, which|are addressmg subsidies and other
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trade dlstortmg practices in agriculture, can lead to more cohe >1ve Western Hemisphere
participation in the WTO agriculture negotlatlons that are scheduled to begin next year

“ And finally, we will strengthen the values of openness Aaccountablhty, and dernocracy '
which themselves make the ALCA possible. For the first time in'any major international trade
negotiation, we have created a Committee on Civil Society to advise governments on the views
of business, labor, environmentalists, academics, scientists and other citizen associations. This
will strengthen the social consensus that must be the foundatlon of the ALCA, and allow

us—to quote General San Martin, describing his plan to advance on lea in 1820——to advance
in step with “the progressive march of public opxmon - o

1 am visiting Argentina on my first trip to South Amenca lin my ‘official capacity as
Deputy U.S. Trade Representative because Argentina is so influential in the construction of the
" ALCA. Argentine leadership was critical at the Miami and Sahtlago Summits; the Ministerial
meetings in between; and the negotiations which began in Miami this month. Argentina’s
chairmanship of the Agriculture Negotiating Group until the and of 1999 and then its
assumption of the Chairmanship of the overall ALCA process|wﬂl be critical for the success of - -
the ALCA. I applaud Argentina’s accomplishments and leadershlp, and want to understand
better Argentina’s specific aspirations for (and concerns about) the negotlatmn of the ALCA.
And I want to answer any questions that you have about U.S. ohjectlyes

- THE ROAD AHEAD ’

In sééking to ward off speculative attacks and proceed along ihe:path to continued
trade liberalization and mutual prosperity, we face a demandmg agenda All of us will face
mtense challenges in the next few years. ;

All of us will grapple with a financial crisis that puts intense political pressure on
governments and, more important, economic pressure on our citizens.

. Yet economic reform must continue in all parts of the(hemisphere; whether it is
Argentina’s effort to make its economy more internationally competitive, our own work in the
United States to improve elementary and secondary education, or the efforts of many Latin
American countries, learning from Argentina’s example, to achxeve strong macroecononuc and
financial fundamentals in their economies. ! * ‘

. H

And elections in the period immediately ahead -~ Brazil’s second roundlater this month
and Venezuela’s at the end of the year, yours in 1999 and outs fiext rmonth and in 2000, will
test pubhc support for reform, integration and the ALCA 1tself i This. is as it should be in a
hemisphere of democratic nations, where the public must and wﬂl Judge the policies of

governments.
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CONCLUSION |
You know and I know that implementing an ALCA will be no easy task. Even in the

most narrowly technical terms, the ALCA negotiations will be der’nanding And the fears in

, our own countries, while waning, are not yet gone. Yet Iam fully convinced that we will

meet the demands and overcome outdated fears, especially w1th Argentlna in the forefront of
this grand initiative. ~ _ _ _ !

I read Latin American history at Oxford University as|a igraduate: student, some 25
years ago. | remember to this day a quote from a letter written in 1910.by the historian Juan
 Balestra to Pre51dent elect Roque Saenz Pena. “No one” wrote Balestra, “even in his wildest
dreams, had anticipated the greatness of the Argentine people It had generated enough

electricity to 1llum1ndte an entire century.” : ,

Al reﬂexlonar sobre la transformamon increible del ultlmoldecenlo entendemos la gran
responsabilidad que tiene cada uno de nosotros para enfocar esta vision irresistible y asegurar
_que nuestros esfuerzos modernos resultan en la transformacion ‘permanente que nos lleve a la
prosperidad hemisférica. Juntos, Argentinay los Estados Umdos deben generar la electricidad,
iluminando el sendero de la prosperidad econémica a través del comercio, evadiendo la

pesadilla de la turbulencia financiera al perseguir decisivamente el suefio del Area de Libre
Comercio de las Américas.
R

Al mirar hacia el tercer siglo de independencia en las ‘Amé'iricas,f podemos tener la
absoluta confianza de que tendremos éxito. ! '

Muchisimas gracias.

* k k k *k
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Thank you very much. ,‘ 1‘ ‘
i
Let me begin by saying how pleased I am to be here with this gathermg of distinguished

Colombian and U.S. business representatlves as a new chapter opens in the relanonshlp between
|

I have a little bit of history with Colombia. My wiit{’e’s family once owned and operated a
company in Medellin, Textiles Pepalfa. Indeed, my first trip to Colombia was to visit Textiles
Pepalfain 1974. At the time, there was another President, nained Pastrana in office. And it was
then that I met a remarkable nun, Sister Raymonde, who ran an orphanage for girls named
Granjas Infantiles Femenina near Medellin. This remarkable woman, whom we came to
affectionately call “Madre,” was normally apolitical but she always spoke highly of President

. Pastrana as a “good and decent man.” My wife and I and ouir family became financial supporters

of Granjas Infantiles -- sufficiently to the degree that the:r main building is named “Texas” now --
and for 22 years we corresponded with Madre Raymonde keepmg track of Colombia through her
perceptive eyes, as she chronicled what she described as “Colombia’s decent into purgatory.”
Madre Raymonde passed away two years-ago, at peace with herself and with God, but in despair
for her adopted country. Her last comment to me on pohtlcal affairs was that “perhaps Colombia
needs another President Pastrana.” So it is with great pleasure that I am here to speak to you on
the occasion of a state visit by a new President Pastrana; ]ust three months after Colombia took to

heart Madre Raymonde’s advice. ,
|

It is no secret that we have had some strains and;dlfﬁcult moments in U.S.-Colombian
relations in the past few years. But with President Pastrana s inauguration last August, and now
the first State visit of a Colombian President to the Umted States in over two decades, we have a

fresh start. , [ :

| :
THE REVOLUTIONARY TR;ANSFQRMATION

This visit by your new, promising President is rfeally part of a broader transformationin
our relations with Latin America. In the past decade, 1f we think about i, something has occurred
without precedent since the years in which Latin Amenca won its independence: that is, the
convergence of the entire hemisphere on a common set of ideals.

The ideal of peace: in the tiny space of a deca(%e the guns fell silent in Central America,
the soldiers in the Southern Cone returned to their quarters and the blunt tool of the golpe faded
mto the history books. President Pastrana’s peace mmatlve offers the same hope in the Andes. It

|
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is important that it succeed, leading to an end to poverty and yrolence in the heart of Colombia-
and to its replacement with economrc development and prosperity.

4

* Another ideal, now universal throughout the hemrsphjere is the ideal of freedom and
opportunity: modern concepts of freedom for the- entrepreneur and universal education for the
child have replaced the sterile, tradmonal battle between statllst nght and statist left.

And we have converged on the ideals of democracy iand c1vrl society: the right of the
citizen to take part in elections and in the decisions of natrons on policy have become the rule,
rather than the exception, from Point Barrow to Patagonia.

{

This is the work of an exceptional generafion of leadere in all parts of the hemisphere. Of
Arias and Alywin and Alfonsin and Cardosa and now of Presrdent Pastrana. It is the work of
citizens willing to put themselves on the line for peace and the rule of law. It has taken
extraordinary vision. It has taken courage. And fittingly, its most evrdent results are in the daily -

lives of our people. N I

We see it here in the United States through the medrum of busmess Latin America is our
fastest-growing export market and we are yours. Even in t1he fairly difficult period of the last five
years, trade between the United States and Colombia grew at an average annual growth rate of
over 10%, rising to a total of over $10 billion annually. Opr banks have $3.9 billion in exposure
in Colombia, and our businesses have invested $3.5 billion, creating jobs and growth opportunities
for thousands of Colombian working people and entrepreneurs The U.S. and Colombian \
businessmen here today will build further opportumtles injthe years to come.

We feel it through a cultural exchange Wthh deepens by the year Latin and North
Americans know each other better today than ever before President Clinton noted earlier this
spring that between 1991 and 1996, the number of mmutes for telephone calls from the United
States to South America tripled. North Americans buy the novels of Garcia Marquez, the poems
of Neruda and the essays of Octavio Paz, they take tango lessons and eat at the churascurrias that
have proliferated in our cities. [l ; -

1

And thus we have proposed a new, endunng and & | g ual partnershrp of interlaced culture
and commerce. As the President of the United States. sard in his’ ©opening statement to the Summit

~ of the Americas in Santiago last April, we can create a: :

“new partnership for a new century... to grow in freedom and opportunity and
cooperation...[so that] the Americas can be a model for all the world in the 21st

century.”

U.S.-COLOMBIAN TRADE'
|

This new partnership is a hemispheric concept. But it must begin with a strong bilateral



immense sacnﬁces for these principles. Colombians share a v151on s liké Madre Raymonde ofa
peaceful, lawful, prosperous and proud Colombia. And our|nations’ share a mutual interest in
further strengthening our growmg trade and investment relatlonshlp S e

Our responsxblhty at USTR is to 1mprove the legal a}nd mstltutlonal foundanon of this
economic relationship. We are approaching this task in a number of’ areas

P + ‘
| [

For example, we are examining whether there i isa basxs for: negotlatmg aU.S.-Colombia .
bilateral investmerit treaty, or BIT, which can help create a strong, permanent and predictable
investment and economic framework. I know President Pastrana talked about this at breakfast
this morning and made reference to significant issues we need to mutually resolve before we can
conclude a BIT. For instance, U.S. investors must feel certain that guarantees against
expropriation or the right to transfer funds from an 1nvestn‘1ent will not.be suspended when
circumstances change. Also, our companies must enjoy a llevel playing field with the companies
from Andean Community countries. Thus we hope the new government working with the
Colombian Congress, can remove impediments to the reso{lunon of these remaining issues so that
a BIT can be suecessfully concluded, something we very much would like to see.

We also hope to work with Colombia to improve protecnon of mtellectual property rights,
which is essential not only from the perspective of Umted| Statés interest but also for Colombia’s
world-famous creative artists. At present, Colombia’s laws fall short of the WTO requirements
that'must be met by the end of 1999. Colombia also needs to do more to enforce IPR laws. In
particular it need to step up efforts to fight cable TV ptracy -- by first licensing legitimate
operators then pursuing pirates. Last summer, we thus announced that we will conduct a special
review of the situation by the end of the year. The Pastrana Government has signaled that it will

_try to make progress on these issues -- your President fort:efully noted this at breakfast this
" morning -- and we are ready to cooperate with the Pre31dent and his Cabinet to reach a solution.

ANDEAN RBGI(DN

The second dimension of our new partnershlp wﬂl be a broader engagement with the
Andean region as a whole. ;

In the past decade, Andean legislation and trade pohctes have become more closely
coordinated. We welcome this, and in recognition of the trend the: Andean trade ministers and
Ambassador Barshefsky agreed when they last met in San Jose to establish a-U.S.-Andean
Community Trade and Investment Council (TIC) to cor‘nplement the Trade and Investment

Councils we have with individual Andean countries.
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We will also continue our dialogue on the Andean Trade Preference Act or ATPA,
through which most exports from Colombia, Bolivia, Ecuador and Peru receive reduced-duty or
duty-free treatment. This program is intended, of course to]help the four beneficiary countries
create economic alternatives to drug production and trafﬁckmg ATPA preferences began in
1991 and continue to December, 2001. The Andean trade mmlsters have asked that the
Administration state now that it supports extending the program beyond December 2001. We are
prepared to begin a dialogue with the countries of the region on thlS important issue.

THE FREE TRADE AREA OF THE?AMERICAS

Finally, we and Colombia are full partners in the cotlst:ruction of the broadest expression
of our new partnership with our hemispheric neighbors: the Free Trade Area of the Americas, the
Area de Libre Commercio de las Americas, or ALCA. : :
- {

Colombia and the United States have the right to special pride in this effort, as the first
two ministerials following the Miami Summit were in Denver and Cartagena. More recently,
when the nine ALCA Negotiating Groups were estabhshed Colombla was chosen to chair the

Market Access Negotiating Group. , . 3

What are some of our major go‘als in the ALCA? - |

B
First, we will eliminate obstacles to trade All the trade barriers of the hemisphere are on
the negotiating table in Miami -- in agriculture, industrial éoods and services. Success will thus
create opportunities for Colombian coffee farmers, mmersl oil and gas producers, and
* manufacturers, as well as Argentine ranchers, Chiléan aquaculture Brazilian aircraft producers,
and also for U.S. telecommunication services and pollution abatement equipment.

|

Second, we will create job opportunities. The elixt;iirfétion of tariffs and non-tariff barriers
will present new markets for our producers, and the fact of the world’s largest free trade area (in
terms of population, nearly 800 million) will be a powerful stlmu]us for investment in all our
economies. It will stimulate domestic investment, which is critical in Latin America, where
savings rates are undesirably low. And it will attract mve}stment from outside the region. We
already have seen, for example, that NAFTA has prowded a strong incentive for European and

Asian direct investment in all three North American economies.
l F

i

Third, we will open markets in services. This encourages competition, transparency, and
impartial regulatlon of financial systems, telecommumcatlons insurance and other industries basic
to a modem economy. Improving productivity in these ﬁelds mherently encourages productivity
gains in the overall economy. Equally important, helpmg to ensure that financial institutions are
sound reduces the risk of future financial crises. ;

; : , :

And finally, we will strengthen the values of openness, accountability, democracy, and the

rule of law which themselves make the ALCA possible. qu the first time in any major

i
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international trade negotiation, we have created a Committe? on Civil Society to advise
governments on the views of business, labor, consumers, environmentalists, academics, and

others. This will strengthen the social consensus that must be the foundatlon of the ALCA.
THE OBSTACLES| ' '

Obstacles to the realization of this partnership still rema’un In the United States and in
many Latin American countries, old suspicions and antagomsms -- though fading -- still remain.

As Jose Marti once said: “Las barreras de ideas.son mucho mas fuertes que las barricadas
de piedra” (“the barriers of ideas are stronger than barricades of sto_nc”).

One long-standing “barrera de ideas” has been the perceptlon many Latin Americans held
of the United States. This old view was exemplified by the lament of Mexico’s President Porfirio
Diaz, regarding his country’s distance from God and proximity to the United States: “pobre
Mexico -- tan lejos de Dios y tan cerca de los Estados Unidos?” Many regarded the United States
as an inevitable, paternalistic source of monopolization, intervention, interference and all the rest.
It was preferable, according to this perception, for Yanquis|to:go home and stay home.

: o

On the other side, many in the United States viewed Latin America as a welter of caudillos
and dictators. Of communist guerrillas. Of opportunistic nationalist politicians denouncing the
norteamericanos to mask inefficiency and corruption at hor’ne In thls perception, many regarded
our neighbors as, essentially, a source of trouble, or worse, asa reglon which could not be taken
seriously as either a competitor or a partner in a common d'estmy Small wonder that the
celebrated writer for the New York Times, Scotty Reston, used to quip that the people of the
United States would “do anything for Latin America but thmk and read about it.”

Together, I believe, these destructive perceptions m‘ad:e suc'cess impossible. The ALCA
-can succeed today, however, because -- to a great extent -~ these malicious perceptions have
faded. Mind you, they are not gone -- witness the emotional pppo_'sition of both right and left to’
the North American Free Trade Agreement. They are clea‘rly’ reflected in our public debate over
the ALCA generally, and in particular over fast track negotlatmg authority -- which we hope to
win from Congress early next year. But day by day, as U. S entrepreneurs invest and sell into or
import from Latin America, as U.S. students meet their Latin counterparts, as popular culture
grows closer and commerce more interlinked, we are gett1r\1g there. Day by day, los mejores
angeles ascienden (the better angels are ascending), and the achievement of hemispheric
integration is made all the more plausible. With the commitment ¢ of both Colombia and the United
States, if we hold to our vision, we will not fail in our effort to create a hemisphere-wide free

trade area.,

It is important, too, to bear in mind that the ALCA| negotiations have begun during what
President Clinton has rightly called the most dangerous financial crisis in fifty years, and this may

intensify traditional fears about trade liberalization. But trade libe’ralizatjon is not the cause of the




crisis; nor should it be its victim. .
The fact is, some of the problems evident when this c‘ris‘is first erupted in Asia were caused
by the opposite of open markets: lack of transparency, politically directed loans, weak rule of
law, and consequently debilitated financial institutions. These phenomena were at the heart of the
Latin American debt crisis of the early 1980s. And now as then, our response must involve
greater competition, more openness and transparency, and stteﬁgthehin’g of the rule of law -- that
is, the things we have set out to do in the ALCA, in our relatlonshxp w1th the Andean region, and

with Colombia itself. - . ' X

.CLOSING

These are serious obstacles. But they are not insurmountable obstacles. If both of us do
our part, we are cértain to overcome them. Piece by piece, \(Jve;will create a strong institutional
foundation for our bilateral relationship with Colombia. A mufually beneficial relationship with
the Andean region. And a new and unprecedented relationship with: all of our neighbors in the
Western Hemisphere.

- When the work is done -- and it will not be far in the future -- we will realize a vision first
and most eloquently expressed by Simon Bolivar: a hemisphere at peace; united in democracy;
respectful of human rights; and sharing in prosperity. : o :

This is the dream of my dear friend, Madre Raymonge It is the vision President Pastrana
has proposed for Colombia. It is at the heart of the new hemispheric partnership President
Clinton described in Santiago last spring. ;

It has eluded us for too Iong. But today it is within our; grasp. And we must not allow it.
to slip away. o

Thank you.
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Five Years On: NAFTA and America’s Trade Agend in-th
Council of the Americas/US-Mexico Busme

Washmgton, D. C Jolo

January 20,1999 . | j i,

- Ambassador Richard Fisliiet" s 5
‘Deputy United States Trade Representative =~~~

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

It is a pleasure to be here with you, Jim (Jones), and your Commxttee who have done so
much to tell the good story of NAFTA. And to be here with such distinguished-friends --
Secretary Mosbacher, whose son-in-law is a dear friend of mme ‘whose brother was quite a yacht
skipper, and who himself was an extremely able skaper of our Commerce Department; and
Ambassador Reyes-Heroles, who is my socio -- we sometlmes refer to each other as hermanos,
though I hasten to add he is the older brother of the pair.. Ambassador Heroles hit the ground
running when he arrived here in Washington and has done a | bnlhant job from the get-go. Itisa
pleasure to work with him in seeking to perfect our relatlonshtp w1th Mex1co

It is now five years since the North American Free Trade Agreement and five years before
completion of the Free Trade Area of the Americas, or Area, de lere Comercxo de las Americas

- (ALCA). This midway point is the ideal time to reflect on the road we have traveled thus far, and

the challenges we will face before we reach its end. In hghtjof developments in Brazil, a review is
timely. Moreover, leaderships will change soon in some of our most 1mportant neighbors.
President Menem will leave office in Argentina after an 1mmensely successful term; we do not
know who will follow. President Frei of Chile is in his final year President Chavez in Venezuela
has just begun his term of office, under a cloud of uncertamitles President Pastrana of Colombia
has just begun his, in the light of hope. The sixth year of President Zedillo’s term, the sexenio; is

~.coming soon. And of course the United States will elect a nev)v President in just a little over
" twenty months. This morming, then, is a good time to review the NAFTA’s progress thus far;

outline our agenda for the NAFTA and the Americas in 1999 and then look ahead a b1t
I .
AMERICAN TRADE AGENDA

But let me begin with a bit of context. America’s trade mterests are ‘worldwide. Our
goods exports are almost equally divided among four. major tradmg regions: Asia, Europe, Latin
America and North America. Thus we have a worldwide tirade agenda which takes in each part of
the world, and the multilateral trading system which links it together

» { :

- ‘ We will host the Third WTO Ministerial Conference this fall klckmg off anew round of -

: negotiations on agriculture, services and other issues of i 1mmense 1mportance to American
farms, working people and investors, including 70 1|mlhon mdmduals == ayv §ge women
and men -- invested in equity mutual funds. These md1v1dual mvestors have a.serious
interest in seeing the profits of the companies they are nvested in expand through new
sales in new markets abroad. o .
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We are leading an‘effor't toward free and open trade in

Transatlanti¢c Economic Partnership.

~ Americas/ALCA by 2005.

THE VISION

And we are at the forefront of the effort to negotiate th
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the Pac:ﬁc by the year 2020.
l

We have begun an ambitious program to improve our trade relatlonshlp w1th Africa,

We are working to improve our trade relations with the European Union through the

P
e Free Trade Area of the

i !

i
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Each of these are important to the United States. But it is fairto say that we have no -

relationships more important than those which are closest to ho

[
me.
|

i

In this respect we are a very fortunate country. Fora ceniury and a half we have enjoyed '

peace with our neighbors. That is a blessing almost unique in

the world All of us -- Americans,

Mexicans, Canadians -- should be grateful for it. And in the p?st decade, we have been given an
- extraordinary opportunity to strengthen it; to deepen it; and extend it through the creation of a
peaceful community linked by open trade and democratic values whlch reaches throughout the

Western Hemisphere.

This is an inspiring vision. It is, incidentally, hardly a new oné. It has appeared in the past

‘but was not realized. The Liberal vision shared by the leaders

of Latin America’s independence

movements implied precisely such a step. Simon Bolivar himself was the first American leader to

propose a hemispheric trade conference. Benito Juarez propo
the United States and Mexico in the 1850s. . And in 1889, U.S
actually convened a Pan-American conference in Washington,
trade.

These efforts failed. They failed not because of the co

sed a free trade agreement between -
Secretary of State James Blaine
whose goal was hemlsphenc free

mplexity of the task -- a trade

agreement in 1889, when the only issues were customs procedlures and tariffs on agricultural
products and manufactured goods, would in technical terms have been far easier than the task
before our FTAA/ALCA Negotiating Groups today, as they take up copyright enforcement,
insurance licensing standards, telecommunications, electronic f*ommerce and much more of the

trappmgs of the Information Age.

Rather, they failed because of a conflict of perceptions
intellectuals often viewed the U.S. as an interfering, hegemoni
- exploitation; and concluded that the proper course was protec
his history of post-colonial Mexico last year:

“The idea of the North American Free Trade Agreeme

and ideas. Latin American
¢ power; saw trade with the U.S. as
tion. As Enrique Krauze wrote in

nt 'was a violation of the

Eleventh Commandment of official Mexican mythology: Thou Shalt Not Trust
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Americans.”

Likewise, people in the United States at times looked sputh and saw only caudillos,
guerrillas, and opportunistic politicians denouncing the Yanquzlto -mask inefficiency and corruption
at home; and drew the same conclusion about hemispheric trade 'The titles of books on Mexico
and Latin America twenty years ago are very clear evidence of this: “Distant Nelghbors
“Inevitable Revolutions,” “Bordering on Trouble,’ and all the rest. -

‘ i

Thus, the separation of the Americas by trade barriers was perhaps a lesser obstacle than
the separation by barriers of psychology, perception and ideas.| As Jose Marti said, commentmg

on Blaine’s conference in an 1890 address just a few blocks from:here:

“Las barreras de ideas son mucho mas fuel’tes que las barncadas de pledra” (“the
barriers of ideas are stronger than barricades of stone”).

RESULTS OF NAFTA

This was the legacy our trade negotiators, our political leaders, and our citizens rejected
when they approved NAFTA five years ago. It was a step which;demanded courage and vision
from all three countries. o

| < . |
In the U.S, of course, NAFTA heightened the profile of trade agreements in the public .
eye, but also border environmental problems, disparity between wage rates, and fears that
American factories would move south. In Mexico and Canada, free trade with the United States

raised even more profound questions. ! ;
: I

But in all three partners, the results are impressive. Mosmmportant from a trade policy
perspective, the NAFTA has eliminated a huge disparity in tanff rates and other trade barriers.
between us and Mexico. I do not need to tell you that b11atera¥ trade with Mexico is booming, as
is trilateral trade. Given our strong interest in export growth, it i$ worth noting also that this year
we will export five times as much to Mexico as to China. We will export $158 billion in goods to
Canada -- as much as we will export to all the countries of East Asia put together. The fears of
fleeing jobs have proven rmsplaced despite best efforts by NAFTA naysayers to argue otherwise.

Since NAFTA passed, unemployment has dropped from fIS.S% to 4.3% here in America. A |
lot goes into that figure -- but NAFTA is part of it, everywhere in the country. It represents --
-~ Casas International Brokerage, a customs broker in San Dtiegoﬁ seeing business double

since 1994 and adding 100 employees. b ‘
- Taylor Dunn, a manufacturing firm in Anaheim which makes electncal vehicles, adding

fifty workers because NAFTA cut Mexico’s tariff on their products from 25% to zero.

-- Multiplier Industries in Mt. Vernon, New York, increas ing its employee base by 25% as its

3




exports of cell phones and two-way radios to Canada and Mexico rise.
- Farmland Industries of Kansas City, the largest farme r-owned cooperative in North
America, who sold $50 million in wheat, corn and soy beans to Mexico before NAFTA,

today is exporting $450 million and mclude beef and pork.

Other fears have also been laid to rest. Wages have nlsen - growmg by 5.2% between
1992 and 1998, or from $425 to $447 a week -- after a long penod of decline.

American firms neither bolted south, bolted north, nor burrowed straight down. Instead
they have increased investment everywhere. They have invested $35 billion in Mexico and $99
billion in Canada. Part of this is because NAFTA is ehmmatmg requirements that forced U.S.
~ firms to invest in Mexico if they hoped to sell in Mexico. Nelther of these figures is large,

incidentally, compared to non-residential investment here in the U S. A which reached nearly $1
trillion last year. i
.
In a larger sense, the NAFTA has helped create a more ciom;zetitive North American
market, which can stimulate more investment that benefits us all: Investment decisions can now
- be made to a greater degree on rational economic and commelrcml grounds than was the case prior
to the NAFTA. The auto sector, in which employment rose by 136,000 between 1993 and 1997
in the US (and by 17,000 in Canada) whlle declining i in Mexico, 1s a sngmﬁcant example.

The NAFTA’s role in protecting us from the worst effects of the Asian financial crisis has
been just-as important as its direct benefits. By bringing down keepmg down, and even lowering
further, tariffs and other barriers, it allowed our exports to Mexwo and Canada to grow by $13
billion in 1998, Mexico has now surpassed Japan as our number two .partner even though its
economy is one twelfth the size of Japan’s. We now export three times as much to Canada as to
China, Hong Kong and Taiwan combined. As our exports to the Pacific Rim dropped by $30
billion last year, this growth protected jobs in manufacturing, farm and service sectors, and
incomes of blue and white collar workers, Democrats and Repubhcans whites, blacks, and
Hispanics -- all across America.

More lies ahead. NAFTA’s implementation by Mexico will not) be complete until 2008.
We are monitoring progress closely and we are learning from |our experience, using it to improve
the agreement as it goes into force. Our trilateral work program: 'has rhore than 25 committees and
working groups, each advancing the work of the Agreement. We have made an effective trilateral
work program a priority and put in place a new hlgh level oversight mechamsm within our three
Govermnments.
| : ~

No trade agreement, of course, can put an end to all our disputes. We have yet to resolve
our concerns on land transportation, for example, but we are continuing to try. Furthermore, we
have very important issues pertaining to corn syrup and sugar, jand telecommunications barriers
‘with Mexico. And we want to work together to address the nemesm of piracy in the area of

intellectual property rights, particularly copyright piracy. Progress has been made on this front,
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and we applaud the steps the Zedillo Administration has taken, while we wait for the Mexican

- Congress to provide for the Administration’s new measures in thieir budget.

With Canada we have serious concerns on a range of agriculttire matters and major market
access impediments facing our magazine publishers and other media and entertainment industries.
Furthermore, we have the ongoing challenge of enforcing our ‘largest bilateral sectoral agreement
anywhere in the world - the U.S. - Canada Softwood Lumber Agreement These are all
flashpoints that require shrewd management and calm heads.

But through the cooperative framework we have built thrﬁOugh the NAFTA, we have
avoided or solved many disputes. For those that remain, the qluefstion;is how far we have to go to
solve them and how fast to do it. On our fifth anniversary, it can nonetheless be said that from a
trade policy perspective, there is no question that the NAFTA has advanced U.S. objectives i in
Mexico and Canadda in a tru}y unprecedented and invaluable m]anner [

BEYOND TRADE -

Of course, in our relations with our immediate neighbors, we have concerns that extend

" well beyond trade. We expect that with growth will come a high‘quality of life and the advance of

basic values -- clean air, clean water, public health and protecnon for our natural heritage; safety,
dignity and elementary rights for working people; a common front against crime and corruption.
NAFTA has allowed us to improve our working relationship w1th Mexico in these as well. We
have huge challenges that are not yet addressed but the NAFTA and its side agreements put us in
a better position to deal with them. i P

Environmental protection is an example. Through the Cotnmislsio’n on Environmental
Cooperation, created by NAFTA’s environmental side agreemént we have reached agreement
with our neighbors on conservation of North American birds ahd created a North American
Pollutant Release Inventory. The CEC has also helped us devise regional action plans for the
phase-out or sound management of toxic substances, mcludmg DDT, chlordane, PCBSs and
mercury. Important cooperative work is also underway on environmental enforcement, as the
_Environmental Protection Agency has trained hundreds of Mexican envxromnental officials in the
past five years, and Mexico has substantially increased its budget resources and inspections related
to environmental law compliance since the NAFTA passed. | ; o

Likewise, the North American Development Bank has begun fourteen projects in border
towns which will reduce water pollution and improve health or[1 both sides of the border. .To
choose an example close to my home state, Juarez broke ground last November for its first waste-
water treatment plant. That is going to mean better health and cldaner water for a million people
in Juarez, another million in El Paso, and for towns and villages all along the upper Rio Grande. A
similar project has opened on the American border near San Dlego and’ leuana which will remove
effluents from the water which were being emitted well before NAF TA at the very point where

my parents crossed into the U.S. to become citizens of this gredt country 52 years ago.
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In this important area of environmental i 1mprovement as wrth the reduction of barriers to
trade in goods and services, NAFTA is incomplete -- it remains a work i in progress. Yet, as the
- Dallas Morning News pointed out in its editorial on January 4 of ithrs, year NAFTA is “the .
‘greenest’ commercial pact ever, and the U.S. Canadian and Mexrcan environments are better off
with it than without.” NAFTA has represented a significant step - forward in the environmental
aspects of trade. : :

~ On the ]abor front, NAFTA’s Agreement on Labor Cooperation has generated our largest
cooperative effort on labor we have in the world, covering occupational safety and health,
employment and training, industrial relations, worker rights and child labor and gender issues. It
has allowed citizens to draw attention to labor practices and improve working conditions: We
believe this part of the agreement, administered in the United States by the Department of Labor,
has been helpful. It has brought increased public scrutiny on the sub]ect We all three undertook
these obligations with those objectives understood. ;

We sometimes only hear about labor problems in the press. But progress on this front in
Mexico has occurred. For example, a labor tribunal reversed 1tseif and granted a union
registration in the Maxi-Switch case; a secret ballet union representatlon vote was conducted for
the first time in Mexico in the GE case, and by government employees in the Fisheries Ministry.
Mexico’s Federal Government intervened in an effort to resolve the very contentious Han Young
case; and the Mexican Supreme Court struck down state resmctlons on union organizing as
. unconstitutional. In addition, Mexico has taken other steps to advance the rights of workers,
including promulgating new safety and health regulations and nearly tnplmg funding for.
enforcement of worker rights, including in child labor.

Altogether, the NAFTA has created high-wage jobs in a]l; three countries. Growth
generally helps create jobs, and fair competition and trade create better jobs. The results are
substantial -- goods exports to Canada and Mexico support 2. 6 million jobs. NAFTA did not
create them all, and one should not say the more competitive env1ronment created since NAFTA
has not claimed some jobs. But trade is but one factor overall i m ]ob dislocation in the United
States, with technology and other factors much more 1mportant ‘A recent study by the Bureau of -
Labor statistics in the Department of Labor indicates that the number of workers displaced for any
reason is now declining in the U.S. economy. And on the whole, the record since NAFTA’s

‘passage -- declining unemployment, rising wages, rapid growth -- speaks for itself.

The bottom line on NAFTA? It has helped our country prosper. It has dramatically
expanded the volume of American-made goods and services sold to Canada and Mexico. It has
reduced the damage the Asian financial crisis has caused in our country and our continent. It has
encouraged us to work more closely than ever before with our‘nelghbors on crucial topics from -
narcotics to environmental protection and improvement of labor standards It is a winner. I am
proud of it. And I am determined to tell its story wherever I go.




“WHERE TO NEXT? | |
|

This brings rne to our agenda for 1999 and the next five y:ears'.;, In'detail our plans may be
complex, but in essence they are simple: | ‘ ‘

We will apply the many lessons we have learned in our, exlperieince with Mexicoand

Canada over the past five years. i '
, | ,
We will listen to and take up the best practlces of our nelghbors in the Caribbean, Central
America and South America with their own economic integration projects, from Mercosur to the

Andean Community, the Central American Common Market a|r1d|CARICOM
|

And we will use this experience to create the largest free trade area in the world: a zone of.
peace, democracy and prosperity extending from Point Barrow to Trerra del Fuego, and from the

Hawaiian Islands to the eastern tip of Brazil. z
i to
| t

CARIBBEAN BASIN INITIATIVE EN HANCEMENT

This begins in 1999 as we seek Congressional approval of an enhanced and improved
Caribbean Basin Initiative. I

CBI has already helped promote growth and prosperity in‘the Caribbean by helping its 24
beneficianies diversify from volatile, low value-added commodltles And it has helped the U.S.
Since the creation of the program in 1983, in fact, our exports to the CBI countrles have grown by
more than our exports to China. _ . ! '

The next step is an expanded program, giving the CBI eountnes benefits similar to those of
the NAFTA. As with the bill we supported last year, we believe these should be conditioned on
the adoption of economic and trade policies which help them p:repare early for full reciprocal free
trade under the FTAA/ALCA. It will be especially timely for countries hit by the Hurricane Mitch
last November. O
l

PROGRESS TOWARD FTAA

i
Next, as directed by the Miami and Santiago Summits, we are v:vorking with our 33 FTAA |
‘partners to achieve “concrete progress” toward the FTAA by the end of 1999. This should include
agreements this year on concrete and mutually beneficial business; facilitation measures. These
could include a code of conduct for customs integrity; improved customs procedures for express
shipments; transparency and due process in govemment procurement or mutual recognition
agreements in the licensed professmns . l
. i b
" Also this year, our nine Negotiating Groups will work toward completion of “annotated
outlines” in each FTAA area: from market access to intelle‘ctuall property; government
procurement; investment; agriculture; services and so on. Thus, this year we will go beyond
7 ‘

i )




; o

political statements and goals to discuss and build consensus on the issues crucial to a

comprehensive hemispheric trade agreement.

H
i
1

‘Our objective is, as the President said in his State of th’* Ljnion:address last.night, to put a
human face on trade. As the President also said last night, we w111 seek approval of trade

negotiating authority from Congress. This will not be essentlal

to our work for several years, but

it would allow the work to proceed more smoothly. We are now ‘consulting with the newly
elected Members of Congress, and with others mterested in trade! pohcy, on the most appropriate

‘way to move forward
FTAA RESULTS

From there we will move on, targeting 2005 as the year

|
I
|
i

i v '
we will complete a rigorous,

comprehensive trade agreement, expanding trade, accelerating|growth, attracting investment from
all over the world and cementmg our strategic position in the hemisphere. lts benefits for all of us

will be immense:

- We need io raise living standards. Families will benefit

'

from a wider availability of goods

and services, with better quality and lower prices. Domestic firms in each FTAA member country
will become more efficient as they more easily import capital ahd informatics goods -- and employ
the higher technologies that become available when mtellectual property protection improves.

And government will be more economical in providing servxces through international standards of
open and fair procurement practices. Even local monopolies and other anti-competitive practices

will diminish as we advance negotiations in competition policy |

~

-- We will encourage competition, transparency, and impa

i s
t
i N

rtial regulation in and continued

deregulation of the service industries -- financial systems, telec?m’munications,insurance,
construction, the professions and more -- that are basic to an advanced modemn economy.

|

Improving productivity in these fields inherently encourages prodﬁctivity gains in the overall
economy. Equally important, helping to ensure that financial mstltutlons are sound makes future

financial crises less likely.

- Wewill develop enhanced means of resolving trade dlsputes ThlS is important both in

purely commercial terms and for improved overall relations.

- We will be more effective in addressing our mutual trad

|

'
H :

e concerns with trading partners

outside our region. For example, the FTAA negotiations on agriculture, which are addressing

subsidies and other trade distorting practices in agriculture, can

lead to more cohesive Western

Hemisphere participation in the WTO agriculture negotiations set to begin this fall.

-- And finally, we will stréngthen the values of openness,
which themselves make the FTAA possible. For the first time i
negotiation, we have created a Committee on Civil Society to a

accpuntability, and democracy. -

n any major international trade
dvise governments on the views of

business, labor, consumers, environmentalists, academics and other cmzen associations. Thus

|
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both the negotiations and the FTAA can strengthen, throughout the hemlsphere the sense of

mutual benefit, citizen participation, shared values and common destiny which today allow the
three nations of North America to live together in peace and prosperity.

CONCLUSION |
|

We have a long way to go before we get there. But with the success of NAFTA; with the

Summits in Miami and Santiago; with the commerce and cultu‘rall exchange that grow every day;
we have already left the days of “distant neighbors” and “inevitable revolutions” far behind.

Before us is an mspmng vision: A cornmumty of common interests in prosperity; jObS and
economic growth; of common aspirations for better health; env1ronmental protection, and cultural

|
exchange; and of common values, in a hemisphere united by democracy, freedom, social justice,

and the rule of law. B
For the first time in two centuries, it is within our grasp. ‘

We must not let it slip away. ; i P
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‘but to listening to your concems, your questions, and your advice. |, :

. ' Remarks of Ambassador Richard Vy Fis‘ﬁér
Deputy United States Trade Representative

¢
v

Brazil-U.S. Business Council
Washington, D.C.
January 21, 1999 .

-

i ,

It is my great honor to appear with Ambassador F lecha de lea today We are meeting at
an unusual and critically important time, of course. And so I look forward not only to speaking

Good afternoon. ‘Tha“nk you all very much.

SHARED IDEALS |
A i
Let me begin with some thoughts about where we ha.ve?comé from in the past ten years or ‘
so. [ama trade official and our principal hemispheric trade goal is the negotiation of the Free
Trade Area of the Americas, or in Portuguese the Area de lere Comercio das Americas. The
work is well underway: the nine Negotiating Groups are in the midst of their second round of
negotiations, and we are moving ahead toward the ‘concrete pr'ogress ” the Miami and Santiago

Summits directed us to make this year, |

i
[

And although the next few years will be devoted to ﬂ{le details -- service liberalization,
tariffs, electronic commerce, copyright enforcement and so on - it is really extraordinary that we

have reached this point at all. o

Free trade in the hemisphere is logical and rational. ‘We are neighbors, and we will always
be neighbors -- so we should obviously have the best and m&st mutually beneficial trade
relationship possible. But for nearly two centuries, every hope for hemlsphenc integration has
been frustrated S L ;

In 1876, when Dom Pedro II came to Washington to help us ¢elebrate our Independence
Centennial, the U.S. was already Brazil’s largest export market. Thirteen years later, U.S.
Secretary of State James Blaine actually convened a hemlsphenc conference in Washmgton
whose goal was hemispheric free trade. 3 |

But none of these hopes were realized. -Blaine’s conference left little trace; earlier efforts

. by Simon Bolivar and Benito Juarez, even less; more recent efforts -- Franklin Roosevelt’s Good :

Neighbor Policy, John Kennedy’s Alliance for Progress -- h}ttle more. The record of trade
negotiations reminds one of the passage in Os Sertoes in which da Cunha describes the .

geography of the Brazilian interior -- lands, he said: i' g .

“with the centrifugal force of the desert; they repel, they d‘isuniie,»the'y disperse.”




ITS EXPLANATION| .
Repulsion. Disunity. Dispersal. Why did it happen?
talents and virtues: the good will and common sense of Dom

of Bolivar -- the integrity of Juarez -- the vision of Roosevelt

Not for want of imagination, nor for any technical rea

i
|
I
1
Our predecessors had immense

Pedro -- the inspirational leadership
an‘d Kennedy Why did they fail?

son. In‘ fact, it would have been

much easier to negotiate a free trade area in 1889 -- when tariffs on goods were the only issue --

than it is today, when an agreement must cover financial serv

ices, copynghts and patents,

agricultural inspections, electronic commerce, and the like. Rather the explanation lies i in the -

world of psychology, perceptions and ideas.

l

'
|
‘

Many Latm Americans viewed the United States in the terms exemphﬁed by the Iament of
Mexico’s President Porfirio Diaz, regarding his country’s distance from God and proximity to the
United States. Many regarded the United States as an mevxtz!tble paternalistic source of
monopolization, intervention, interference and all the rest. Even President Cardoso, who is today

among the most well-respected and chenshed friends of the U
developing dependencia theory.

A * At the same time, many in the United States viewed L
caudillos. Communist guerrillas. Opportunistic nationalist pe

Jmted States spent a decade

atin America as a welter of

)1it}~ician§s denouncing the United

States to mask inefficiency and corruption at home. In this perqepiidﬁ, many regarded our

neighbors as, essentially, a source of trouble -- or worse, as a

region which could not be taken

seriously as a competitor or partner in a common destiny. As recently as the 1980s, some of our
most sympathetic and informed writers on Latin America were pubhshmg books with titles like
“Distant Neighbors,” “Inevitable Revolutions,” and “Bordering on Trouble

THE CONSENSUS

|

But in the past decade all that changed. The soldiers who ran governments in Brazil and the
southern cone returned to quarters. Elections replaced the golpe. Throughout the hemisphere, to

quote President Cardoso’s remarks in New York a few years

“the values that Brazilian society has elevated in a desire

ago, we share:

1 .
i oy

! = ) VL
¢ for reform: the consolidation .

of democratic institutions; a market economy; respect for human rights; the
non-prohfexatlon of nuclear arms; and respect for the envuonment.

nattons

‘Modern concepts of freedom for the entrepreneur and

have replaced sterile, traditional battles between statist right a

i
i

And these values have made an extraordinary dlfference in the lives of our citizens and

!
1

the universal education for the child
nd statist left.

i




won almost umversal acceptance

Civil society has blossomed, including the Brazilian ilabor and enwronmenta 10 ements and
the development of consumer groups throughout the regio‘n B

Cultural ties have deepened by the year. Amencans fl y to RJO for the pageantry'of Carnival;
buy the novels of Amado; take samba lessons and go to churascumas our cable TV networks carry
Xuxa; Ronaldhinho is advertising for Nike and the Brazilian nattonal team gives our soccer players
some serious lessons at RFK Stadium. ‘ j :

R

And these shared values have spurred common act10ns| —to promote health to work for
advances in science and technology; to fight corruption, crime and narcotlcs protect the environment;
and improve education -- undreamt of in two centuries of mdependence )

!. .

TRADE INTEGRATION . ., ...
Among the most successful of these actions has been trade 1ntegratxon Regxonal trade
arrangements have sprouted up from NAFTA through CARICOM ‘the Central American Common

Market and the Andean Community to Mercosur. And they h ave been astomshmgly successful.

Since the Treaty of Asuncion in 1991, mtra-Mercosug trade has increased over 400% ‘
Brazil’s exports to Argentina have grown nearly $3 billion since 1993 Not only has there been a

" boom in intra-Mercosur trade, but Mercosur’s exports to the rebt of the world have increased by over
$20 billion. Along the way, Mercosur has reached out to Assoctate Members Chile and Bolivia. It
is through such dernonstrations of mutual confidence and partnershlp that the hemispheric vision

.comes within our reach. ; 1 |

There have been some pernicious questions about thf]: v1ews of the United States towards
Mercosur. Let me make clear our view: we applaud Mercosur, We believe it promotes hemispheric
* extension of the benefits of free trade, fueled by reduction of bamers more open regulatory regimes,

and increased competitiveness for firms, workers and farmers! P

t .
The same has happened in North America. As NAFITA passed its fifth anniversary, our
exports to Mexico doubled from $41 billion in 1993 to $8‘1 billion .in 1998. This has created
opportunities leading to tens of thousands of jobs in North Amenca and has already made Mexico
~ a larger trading partner for America than Japan -- an- economy twelve times its size. Meanwhile,
Mexico’s exports to the U.S. have risen almost 140%, from $39 9 billionin 1993 toa projected $95.6 -
billion this year. And Mexico is using this trading activity to dlversxfy its economy. In part due to
NAFTA and the investment activity it has opened, only '26% - of Mexico’ s exports are
commodity-based -- the lowest rate in the hemisphere, mcludmg the Umted States

And before us is the vision that unites and transcends them allzt.the.:t?tee *gad'e;zArea of the
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Americas, creating for the first time a integrated, democratic and prosperous hemisphere. ‘And
fittingly, the United States and Brazil -- the hemisphere’s largest and most diverse nations; its largest
economies; the leaders in creation of NAFTA and Mercosur -- will Co-Chair the final years of
negotiations which bring the FTAA to completion. ! '

MOMENT OF DECISIOlN! ¥

: : L f : . .
That vision today faces a test. The decade of democratic development in Latin America, and
the new era of hemispheric partnership, must prove their strength in the face of crisis. Brazil has
already made some courageous decisions during a very trymgl time. '

~ Our colleagues in the Treasury Department are respongsib}e for our response to the financial

events of the past week in Brazil. It is not the role of trade officials to comment on them, but as

Secretary Rubin has said, it is important that Brazil carry for\fvafd the implementation of a strong,
‘credible economic program, and implementthe program of fiscal adjustmentand otherreforms agreed

with the IMF last year. g '

. i

Moreover, the financial crisis and the corresponding pres’sureé to close borders to trade are

not our only challenges. Leaderships will change soon in some of our most important neighbors. .
President Menem will leave office in Argentina after an extremely successful term; we do not know
who will follow. PresidentFrei of Chile is in his final year. President Chavez in Venezuela has begun
responsibly, but questions remain. The sixth year of President Zedillo’s term, the sexenio, is coming
soon. And of course the United States will elect a new Pre&dént in just.a little over twenty months.

Both Brazil and the United States need a growing and confidentenvironmentin the Americas
as the world works out its economic difficulties. Foreign Minister Lampreia put it best in his speech
last fall to the opening session of the UN General Assembly, He warned against what he called

“extreme scenarios’ that envision a “return to the model of closed economies, the illusory search for
self-sufficiency and isolation, and the concept of nanonal séculnty founded on the mistrust and
insecurity of others.” i i

THE CONTRIBUTION OF TRADE POLICY
‘ i

These are extreme scenarios, but they are not um’maginabie scenarios. Some, both here and
elsewhere, attribute the crisis to the more open trading world of today. But to close our markets to
trade would be to prolong and intensify the suffering. ’ '

Instead we must remain true to our commitment to hemisf)herif: partnership and integration,
_realizing that weighty things depend on our work; and that the hemisphere -- perhaps the world -- is
lookmg to us for sxgns of strength and confidence in the months to come.

i

i
As we approach these negot1at10ns then, we face an immense responsxblhty We must prove
to our citizens that the vision is nght that the commitment to open markets can survive a test. Trade
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is not the cause of financial volatility, and trade must not become 1ts victim. To retreat from the
historic reforms our hemisphere has made in the past decade would simply be to open our countries
to more instability and insecurity. Deepening them through the FTAA continued implementation of
NAFTA and Mercosur, and a successful WTO Ministerial this year w111 reduce risk of backsliding.

i

This means we must follow through on the Santiago Summit"s direction to us to ‘make

“concrete progress” in our FTAA negotiations and also in practlcal business facilitation, by the next

FTAA Ministerial in Toronto. Brazil has been, I regret to say somewhat cautious in these talks so
far. But the times do not call for delay -- rather they call for de%lslon and action.

Obviously these are complex issues for both our countriels. As Antonio Carlos Jobim once
said, “Brazil is not for beginners.” The growth of civil so‘ciéty in Brazil -- the environmental
movement, unions, political parties, and citizen organizations disa trend' which is positiveand which -
trade policy must recognize. The same is true in the United States of course -- we are not for
beginners either.

And we certainly recognize that Brazilian businesses h‘ave been adjusting to a series of
openings of the Brazilian economy, as a result of the Uruguay:] Round Mercosur and even unilateral
trade liberalization. : '

But complexity and the need for consensus cannot mean temporizing and loss of vision. We
are looking to Brazil for decisive leadership in these talks, and itis not only we who need to see it but -
our entire hemisphere. ;

I
WHERE TO NEXT? | |
i

With that leadership and that partnership, we will move axhead.i

We will apply the many lessons we have learned in our lexperience with Mexico and Canada
over the past five years. : i U

1
1

We will llsten to and learn from the experience of Brazil in Mércosur, and from that of our
other neighbors with their own economic integration projects, from the Andean Community to the
Central American Common Market and CARICOM. ] -

. . : !

And we will use this experience to create the largest free tradeiarea in the world: a zone of
peace, democracy and prosperity extending south from Point|Barrow to Patagonia, and from the
Hawaiian Islands to Recife. '

PROGRESS TOWARD FTAA IN 1999

' | - . :
This year, we should implement measures of concrete and mutually beneficial business
facilitation measures. These could include a code of conduct‘ for customs integrity;streamlined




customs procedures for express shipments; transparencyand due process in government procurement;
a mutual recognition agreement for the certification of telecommumcatlons equipment. All of these
will complement our efforts to restore confidence during the 1present crisis.

At the same time, our nine Negotlatmg Groups must }'erirxam on schedule for completion of
“annotated outlines” in each FTAA area: from market access to inteilectual property; government
procurement; investment; agriculture; services and so on. Thu‘s this year we will go beyond political
statements and goals to discuss and buxld consensus on the issues crucial to a comprehensive
hemispheric trade agreement. : e

And from there we will move on, until no later thgn 2005, we will see a rigorous,
comprehensive trade agreement, expanding trade, accelerating growth, attracting investment from
all over the world and cementing the hemlsphenc partnershlp.; Its benefits for all of us will be
immense: : B ' ‘
| L
. For our families and working people, we will raise living standards. Families will benefit from

a wider availability of goods and services, with better quality and lower prices. Domestic

firms in each FTAA member country will become more efficient as they more easily import

capital and informatics goods -- and employ the new technologles available when intellectual
property protection improves. And government will be more economical in providing
services through international standards of open and fair procurement practices. Even local
monopolies and other anti-competitive practices will diminish as we advance negotiations in

competition policy. v !

i
'

. " For our nations, we will encourage good govemment by promotmg competmon ‘
- transparency, and impartial regulation in financial systems telecommunications, insurance,
construction, the professions and the other industries ¢ssentlal to an advanced modem

economy. ‘ i ‘

. And for our hemisphere, we will put an end to the éycle of repulsion, disunity and dispersal,

by cementing for the next century, the commitment to partnershlp and mtegratlon among the

hemisphere’s democracies. |

CONCLUSION | |
Let me say one final thing. ' ]

Visions are easy in good tlmes They are tested in crisis. And in the months to come, we will -
face repeated tests. o

All indications are that President Cardoso is up to this challenge. And while he probably
doesn’t feel like this every day, he almostseems to welcome the challenge. He has taken on Congress
head on, promoting passage of controversial policies by a body composed of some 18 political




P
H

parties. And when some leaders would retreat into the policies of protéctionism President Cardoso
has opted for the more courageous -- and correct -- choice. Allow me to share with you a quote by
Cardoso that appeared recently in the press: “As some manufacturers demanded a hike in tariffs in
the past, now we can (also) lower them. It is only a matter oﬂ startmg doing it. If they want to fool
around with prices, I lower tariffs. My decree. End of story. Now that is my kind of leader.

As the hermisphere’s two contmental nations; as tllle Co-Chanrs who will oversee the
completion of the FTAA by 2005; as leaders of the movement toward democracy, integration and

peace in the Americas; the United States and Brazil have a ﬁm'datngnt?l responsibility to ensure that
we pass this test. » b

I believe we can do so. I know my friend Ambassador {Flecﬁé. da Lima believes the same
thing. It is up to all of us to prove it. | '
; L

Thank you.




Richard Fisher ;
Deputy U.S. Trade Representative
. Luncheon Speech :
Foreign Correspondents’ Club of J: apan
Tokyo, Japan L
January 26, 1999 L

Thank you very much for that kind introduction. Nine years ago which was- the last time
I had the privilege of speaking to the Press Club, I had just come from a baseball game my son -
had played in. S : .

My SOn was the second “gaijin” in history to play in the Tokyo Senior Boys’ League. He
played for a team called the Minato Moose. The Minato Moose was coached by the famous -- I
might say infamous -- Mrs. Nomura. And the night before that speech, he had finally earned his
right to play on the team. And he came home very proudly aﬁer a very long practice outside of
Yokohama and was given the two characters to put on his umform his number and his patch for
the Tokyo Senior Boys’ League. He had finally made the team 'My wife and I stayed up all night
long. We had to take the thread out of one of her dresses, because it matched the color of his
uniform, to have it sewn on by six o’clock in the moming. ' :

My job was to remove the thread. My wife’s job was then to sew the two characters onto
his uniform. And so the next morning he departed for practic'e a:md that evening in our tiny little
space in our little flat, the door opened, he threw down his baseball glove, and he broke into tears.
He said, “Mama and Dad, you sewed the two characters on upside down!” So, I made a vow at
that point that in my understanding of Japan, I would seek néver to have an upside down
understanding, but a right side up understanding. g

It has been nine years sincé I last spoke at this Press Club, at the beginning of my tenure as
a U.S.-Japan Leadership Fellow. My life, as you mentionedj has been quite eventful in that
interim period, but as the 14th century Buddhist monk Kenko yirriteg in his Essay on Idleness:

] :

“It is very boring when you meet a man after a long separatxon and he insists on

relating at interminable length everything that has happened to him in the

meantime.” ! "

| B

So in deference to this great Buddhist sage, - will spare you my own reminiscences and
talk instead about what has happened to all of us in the meantlme and where we might go from
here. |

i
'

Many changes in Japan have taken place since I left. In faci ,many changes have taken
place in the world at large. The Cold War ended. Germany was reumted The Soviet Union
dissolved into 15 not-so-easy pieces. America’s economy, whxch when I was here, was in a
slowdown, was burdened by dramatically high government. deﬁcxts and considered by many to be
in terminal decline, best characterized by Professor Paul Kennedy s Rise and Fall of Great Powers

i
.
i

i
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-- an America few had hoped for -- is now in its longest peaceti me expansion ever.
) i -

" On the other hand, Japan’s economy, then considered an nTe51st1ble force -- the day I
arrived, the Nikkei-Dow was at 39,000; it had a pristine govemment balance sheet, and a .
sky-is-the-limit sense of promise as summarized by the book wntten by Ezra Vogel, Japan as
Number One -- has since beenin a decade-long decline and suffenng from financial decay.

Moreover, the Asian region, which was then emerging as ;he world"s most important
- growth center, has plunged into a financial crisis and economic contraction, creating tremendous
economic hardship and signs of political unrest in the region. Theése changes in the region and the
world have made the U.S.-Japan bllateral relationship more important than ever for each other

and for the world. f

H

From a security point of view, Japan remains our. most 1mi)ortant ally in the region.
Unsettling developments in the region, from the firing of a missile by Nonh Korea last year to the
political unrest caused by the financial crisis, makes our strong jand vital security alliance with
Japan even more vital. That security relationship is the cornerstone -- it is the cornerstone -- of
our peace and security in this region, and it provides ballast in an uncertain and stormy regional
sea. - N S
|

In the same way, our two economies have never been more 1mportant to each other.
Accounting for about 80% of regional GDP, early Japanese economlc [recovery is necessary for
regxonal recovery, and is necessary for world recovery. | L

Japanis, I like to remind people, our third largest market,1 behind Canada and Mexico, but-
it remains our largest single overseas market, as well as our gr'eatest trade policy challenge. While
American companies are enjoying good sales in certain sectors, in others they have faced decades
of serious market access problems. On the other hand, Japan i 1s becoming increasingly dependent
on American consumers, who now buy nearly one-third of all Japanese exports.

In short, this is an important relationship worth nurturin’g, for the sake of security, for the
sake of peace, for the sake of prosperity for Japan, for the United States, for the region, and for
the world. And we must work to perfect our relationship. Doing so will require what my friend
Yotaro Kobayashi calls a sense of “tsuuka,” or instinctive trust zind ra{ppon.

In such a relationship the parties involved never really have to spec:fy what they want
from a relationship. But let me say up front what we want fromiour relatlonshlp with Japan: we
want a strong, vital, vibrant Japanese economy. ' !

JAPAN’S CHALLENGE

Japan clearly faces serious challenges in the years ahe‘ad; Since the end of 1990 the
Japanese economy has grown by an average of less than 1% a year; in the last two years the
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economy has contracted. Huge fiscal spending has been needed to spur economic growth, but
that growth is not sustainable without dramatic structural change to boost productivity needed to
boost competitiveness, in turn, and to assure that Japan can meet the needs of its aging society.
The banking system remains deeply troubled by bad debt. The aDiet has passed some very
useful laws, but implementationremains to be seen. The insurance industry -- particularly the life
industry -- is plagued by problems with asset quality and is in need of significant overhaul.
Unemployment is rising, partieularly among the young. D:espite years of sacrifice by
young people and their parents, university graduates are not getting jobs. A Japanese friend of
mine whose daughter is graduating from Sophia Unlvermty this sprmg tells me that 30% of her

graduating class cannot find work. .

There is a dee'p-seated ‘pessimism among the Japanese peéple. E'Ihe Associated Press
reported last week, for example that the Japanese reading public is snépping up books on failure.

And finally, as trade lmbalances rise, as the moderator pomted out trade tensions are
building with Japan’s main trading partners, mcludmg the United' States

F ROM THE MACHINERY AGE TO THE II\iIF,ORMATION AGE

My i 1mpressmn is that at the root of Japan’s problems lies an economic structure that no
longer can deliver higher standards of living for Japanese; a stxl'ucture that has slowed the
transition from the age of machinery to the age of mformatlon a structure that has slowed the
transition from an age in which governments controlled economlc outcomes to one in which they
are lrnpartlally and transparently applying regulation. 1 think it IS 1mportant as friends, as allies,
and as brothers and sisters in a key strategic relationship, that we share with you our own
experience with a difficult predicament as we were presented w1th mdeed whxle I was here nine
‘years ago. i ;
‘ !
U.S. Experience - L

The U S. success due to decisions to deregulate structures bualt in the 1930s and the
1940s and the 1950s, in which the government imposed controls on input, output and prices, is, I ’
think, a story worth telhng '
|

Deregulation did not just appear out of nowhere in the United States. It was the product
of efforts and struggles and, by the way, mistakes over many decades It was led by pioneers such -
as Geotge Stigler of the Chicago School and the Brookings Insutute in the 1960s, by Senator
Edward Kennedy, who championed airline deregulation in 1974 and the Carter Administration
which eagerly embraced the agenda under Alfred Kahn'’s able leadershlp in the late 1970s; Alfred
Kahn, whom many of you probably do not even remember. In fact we used to comment on his
odd personal behavior during our administration. He really is|a tremendous hero in the United .

3
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All thls was the result of brulsmg polmcal battles betwec,n lib i 1 the

interests.in the trucking and railway and shipping 1ndustnes B T S

The Clinton Admrnlstratlon has continued this policy of aggressrve regulatory: reform
including continued efforts to deregulate telecommunications, culmmatmg inthe” " °
Telecommunications Act of 1996. And this Administration’s “ open skres ef“forts have enhanced
airline liberalization throughout the world. , ‘

ThlS effort has paid off. Airlines have dropped their alrlfares 26% Long drstance
telephone call [rates] have plummeted. - Railways were able to cut costs, which we now estimate -

at between $50-70 billion in operating costs, and finally startod| makmg proﬁts agaln

But perhaps most unportant of all -- and this is the key Jpomt -- deregulatlon created jobs.
Total employment in the U.S. airline industry has increased nearly 80% over the past decade while
Japan’s airline industry created only 32% more jobs. The U.S! has created 17 % more
telecom-related jobs since 1993; and Japan only 3.3%. has been the rate of increase in telecom
jobs. R

The private sector, of course, went through its own restructuring after no longer being
protected by regulators who were protecting franchises in Washington If you look.at the data,
for those of you who want to go into the weeds on the subject of the Fortune 500 companies, you
see a dramatic shift that took place once this process began. If you look at the data for the top
500 operating corporations.in America that ran from the'1970s ttirough 1987, you would find that
margins of the top 500 companies -- that is, margins of profit L did not increase by one tenth of
1% over that period; that their mventory turnover did not increase by one tenth of 1% over that
long period; that their return on assets did not increase by one]tenth of 1% over that period. . :
,Instead what they did was leverage up their return on equity based on gifts given by the

" marketplace. One was leveraging their balance sheet and the second were tax reductions that they
were given by the Reagan Administration. .~ - i -

When that game came to a halt, when it was patently clear that they could no longer hide
behind the protection afforded them by Washington, they went to work and’ began to do busmess
the old-fashioned way, to work their plant and equipment more efficiently, to cut prices and
redundancies. They could no longer hide behind the umbrella of inflation as the wall came down
and the Cold War was over, and more labor was released to the marketplace more commodities
released to the marketplace. They had no choice but to ady.lst1 to the modern economy and begin

to work their way up the value-added ladder. IR po
: b

R LA TN

I might add, one other change that took place, which I
under-understood in our country, was also the dramatic shlﬁ in ownershxp of our corporate
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- structure. [ like to point out to audiences that when Bill Clinton v?as elected President, 26.5
million Americans owned equity mutual funds. Today the figure is closer to 70 million. Now, of
course, we are eager to take credit for that phenomenon, but thle fact is'it occurred in a very short
period over the last six years. And as a result, the demands for corporate governance have
reinforced the need for corporations to operate efficiently and continue to adjust to the
information age. The result is that American business, and the lAmerlcam economy, is primed to
lead in the information age. By removing the protection of mefﬁqent regulation, by forcing
creative minds of the private sector to lead the transition from the old way of doing business to
the new, we overcamie the predlcament forecast by the Paul Kennedys and Ezra Vogels of the
world.

Japan’s Problem i .
l ' i .

This transition has been much slower in Japan. The J apanese Govemment to our eye,
based on our experience, is too concerned about regulatmg outcomes. : As a result, almost
everything a Japanese company pays today -- from telephone calls, to energy bills, to the rent they
pay on their offices -- is more expensive than their foreign com peftitors_. '

Each of these things makes firms weaker and makes them'less able to compete
internationally. This, in turn, creates a cycle in which mdustnels unable to compete, lobby for
protection. So rather than encouraging companies to become 1|eaner to become more efficient, to
become more productive, it is our view that the Japanese Government is sheltering them from
competition and creating a downward spiral.

(

Japan’s constructlon industry, one of the world s least efﬁcxent 1llustrates the extent of the
problem Though the need for structural adjustment in the mdustry has been long acknowledged
in Japan, it is interesting to note that there are 55,000 more constructlon companies established
today than there were here in 1989. :

By the way, other signs of this working through the system are clearly evident. Just_
adding parenthetically, and perhaps non-sequentially here, it is interesting to note that spreads
have been widening on corporate bond issues since last year as the market is increasingly
beginning to distinguish what markets would call losers from wirmers iri the marketplace.

The Government -- plain and simple -- has just not provrded a good environment for
compames to adjust. The legal system is seriously underdeveloped Recently there is a shortage
of lawyers to deal with corporate bankruptcies, there are few tramed lawyers and accountants to
do due diligence on real estate deals, bankruptcy laws are madequate and the lack of international -
accounting standards impedes mergers and acquisitions. Moreover, regulations restrict labor
mobility, poor corporate governance inhibits proﬁt«maxrmxzmg behavxor and land restrictions
raise the price of i mvestment ‘ : :

‘ .
i
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The market has also questioned the practice of pumping money mto the corporate sector




via govemment-lmked financial institutions. One analyst has noted that this constant
government-linked support runs the risk of becoming a narcot1c| de aymg needed structural
change. - .

The result is that Jépan is falling behind. For example: | |

. Investment in the telecom area has fallen for the past two years, in sharp contrast to the
United States and Europe where telecom investment is increasing rapidly.

. Japan’s long-protected airlines are among the world’s costfiest and least efficient. Japan’s
poor yet costly airport and port facilities are leading to J apz’m-pa?ssing as airlines and
shipping firms are starting to build their hubs in'cheaper, more efficient facilities
throughout Asian cities. L

. Japan has lost high tech jobs to Korea and to Taiwan in Jne DRAM area while failing to

enter new areas. For example, while Japanese companies - and government -- endlessly

debated which standard to use for advanced digital compressmn technology (which is
called MPEG), American companies simply forged ahead and developed a new product
and now dominate the sector, where Japan should have been extremely competitive.

’ I

. -And Japan continues to fall behind in medical technology dueto a system which does not
reward innovation. The new reference pricing system, which is being contemplated, if v
implemented, will hobble Japanese medical and pharmaceuncal mdustry even more than its
position today. : | % :

1 o
One result is that Japanese entrepreneurs are leaving the cduntrﬁnf Japan is the only OECD

country with net emigration, with many of Japan’s best and brightest making the decision to look

elsewhere for challenge and opportunity, and Japan can ill-afford such a brain drain. -

RESTRUCTURING AND REGULATORS:{ REFORM
Our goals are complementary to those of Jepan I want|to state:ii again, and I will state it
repeatedly: we want an economically strong, vital, vibrant Japan, because we prosper if you do
and because a prosperous Japan is a more stable secunty partner. - i

i

i .

To achieve real sustainable growth, create jobs, assure a healthy competitive industry, and
support an aging population, Japan must introduce greater competition into its economy. And, as
I have just pointed out, our experience has shown that the best way to do $0 1s to open, -
deregulate and restructure the economy. : ' ;

: (1 .

Regulatory reforim has been the centerpiece of America’s Japan trade policy for years. It

goes back to 1980 where nearly half of our trade agreements have been aimed at pro-competitive
regulatory reform It includes the Market Oriented Sector Spemﬁc (MOSS) talks in the 1970s to




remove restrictions on telecommunications and medical and pharmaceutlcal technology. It
includes our talks on the Structural Impediments Initiative. It includes our Enhanced -
Deregulation Initiative at the Denver Summit by President Clmtor} andrformer Prime Minister
Hashimoto. ‘ o '

|

We believe that the initiatives we are pursuing will strengthen Japan’s economy over the
long term. For example: : '

. We are pressing for changes that will reduce Japanese teléphorfe charges, which are
presently amongst the highest in OECD, including bringirig down interconnection charges,
which are as much as five times those in the United States, and;making rights of way for
laying new networks more reasonable. Currently, for exa'mple new carriers who wish to
string wire on NTT telephones must pay NTT $17,000 per teEephone pole in adjustment
costs. Now very few can afford that cost. | : .

}

* - We are pushing Japan to adopt performance-based standaids and testing requirements on
housing materials to help Japan meet the govermnent’sl -- the Japanese government’s --

. stated goal of reducing housing costs by 20%. : -

i
1

. We are asking that Japan move from a monopoly to a c_orrlxpetitive electricity market by,
among other actions, eliminating burdensome tests on i'hsﬁectidn requirements and starting
. to use performance-based standards to help meet their ]go'al -- the Japanese government
goal -- of reducing energy costs to one third -- or, excuse me, by one third -- in order to
reach world levels. That is, a unit of electricity in Japan costs a Japanese busmess three

tlmes what it costs in the rest of the industrialized world.

We are working with the Japanese Government on this year’s deregulation package which
can build in the areas I just mentioned and other areas on the package that we agreed to in
Birmingham last year. We look forward to a forward-leaning and vigorous package of measures
which will make a real difference, for all involved, not just for forelgn companies seeking to
compete in Japan, but for Japanese companies, as well. |

OPEN, RULES BASED TRADE

Open, rules-based trade is fundamental to Japan’s own ;prosperify It is fundamental to
Asia’s recovery. It is fundamental to global economic health. It i is fundamental to the health of
the United States economy

In this regard, it is critical that Japan abide by its trade commztments for these

commitments, at their core, will introduce greater competition |necessary to strengthen Japan’ s

own ability to compete while preserving the openness of forexg[n markets 7 .

J apan must first fully implement its trade bilateral and rriultilateral market 6per1ing
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agreements in sectors such as insurance, and autos, and glass, andi procurement and agriculture. -
N - ; .
S . |
Second, it 1s critical that Japan ensure that its trade with other nations in sectors such as
steel, where exports to the U.S. in some key products have surged over 400% over the past year,

is fair and rules-based. Asyou know, the Clinton Admxmstratlon is firmly comrmtted to ensuring
that free trade remains fair trade. 4 y | ; L

Finally, we need to work together to expand open and fair trau:leI We were very
disappointed, as many know, with APEC, that is the last mxmsterial But we look forward to
completing the sectoral liberalization initiative this year in the WTO and to working with Japan
and other nations to launch a new ambitious, new round of WTO talks in the United States at the

end of this year - at the WTO ministerial, which will take place 1nc1dentally, in Seattle.

" CONCLUSION | "

We have suggested ways, based on our own experience and, by.the way, on our own trial
and error; for Japan to overcome its current difficulties. We aré giving this advice because of our
strong interest in having a confident, healthy and prosperous pai’tn'ership with Japan. And as I
- have said, this partnership is vital not only to Japan, but to our own country and to all the regions

of the world a
.
Japan. facesa very difficult task, one that it will address i m 1ts own way, of course, and
taking into account its own needs. We believe Japan is up to this task. In the past 50 years this

~ country has astonished the world. It has become Asia’s econorﬁxc;and technological leader. It .

has built Asia’s most prosperous and peaceful society. And there is no question that it has the
strength and capability which the crisis of the moment -- and the hopes for the next century --

. demand of the Japanese people. o S

These things were true the last time I spoke at the Press Chlb; and they are true today.

‘Thank you'ver"y much.
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- Ambassador chhard Frsher BESERE
Deputy United States Trade Reprelsentatwe T e
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Good evening. Thank you very much for inviting me to spe:ak with you today.

It is now five years since the North-American Free Trade Agreement, and five years before
completion of the Free Trade Area of the Americas, or Area de Libre-Comercio de las Americas
(ALCA). This midway point is the ideal time to reflect on the road: we have-traveled thus far, and
the challenges we will face before we reach its end. In light of deveIOpments in Brazil, a review is
timely. Moreover, leadership will change soon in some of our, 'most 1mportant neighbors.
President Menem will leave office in Argentina after an 1mmensely successful term; we do not
know who will follow. President Frei of Chile is in his ﬁnals year. President Chavez in Venezuela
has just begun his term of office, under a cloud of uncertain’ties. President Pastrana of Colombia
has just begun his, in the light of hope. The sixth year of President Zedillo’s term, the sexenio, is
coming soon. And of course the United States will elect a new Presrdent in just a little over 20
months. This evening, then, is a good time to review the N{AFTA s progress thus far; outline our -
agenda for the NAFTA and the Americas in 1999; and then Iook ahead a bit.

AMERICAN TRADE AGENDA .

But let me begin with a bit of context. America’s trade interests are worldwide. Our
goods exports are almost equally divided among four ma;or‘ tradmg regions: Asia, Europe, Latin
America and Canada. Thus we have a worldwide trade agenda which takes in each part of the:

_world, and the multilateral trading system which links it together

-- We will host the Third WTO Ministerial Conference thlS fall, krckmg off a new round of
negotiations on ‘agriculture, services and other i issues of i immense importance to American
farms, working people and investors, including 70 nhlhon individuals -- average wormién
and men -- invested in equity mutual funds. Like farmers and workers throughout the -
United States, these individual investors have a seridus; interest in seeing the profits of the
companies they are invested in expand through new sales in new markets abroad.

: J. i :

- We are leading an effort toward free and open trade ini the I?aciﬁc_ by the year 2020.

- We have begun an ambitious program to improve ourv fradefrelationship with Africa.

- We are working to improve our trade relatlons wrth
Transatlantic Economic Pannershlp




Americas/ALCA by 2005. - o

THE VISION

Each of these are important to the United States. But it 1s fair to say that we have no

. . . . |
relationships more important than those which are closest to home.

‘ - .

In this respect we .are a very fortunate country. For a oen'tury and a half we have enjoyed
peace with our neighbors. That is a blessing almost unique in the world. All of us -- Americans,
Mexicans, Canadians -- should be grateful for it. And in the past decade, we have been given an
extraordinary opportunity to strengthen it; to deepen it; and extend it through the creation of a
peaceful community linked by open trade and democratic values, which reaches throughout the

Western Hemisphere. : Lo
: . |

This is an inspiring vision. It is, incidentally, hardly a new one. It has appeared in the past
but was not realized. The Liberal vision shared by the leaders|of Latin America’s independence
movements implied precisely such a step. Simon Bolivar himself was the first American leader to
propose a hemispheric trade conference. Benito Juarez proposed a free trade agreement between
the United States and Mexico in the 1850s. And in 1889, U. S, Secretary of State James Blaine.
actually convened a Pan-American conference in Washlngton’ whose goal was hemispheric free

trade. ‘ ‘ . ! ‘
|

These efforts failed. They failed not because of the complexity of the task -- a trade
~ agreement in 1889, when the only issues were customs procedures and tariffs on agricultural
products and manufactured goods, would in technical terms lrave been far easier than the task
before our FTAA/ALCA Negotiating Groups today, as they take up copyrrght enforcement,
insurance licensing standards, telecommunications, electronic commerce and much more of the
trappmgs of the Information Age. ‘-
Rather, they failed because of a conflict of perceptions and 1deas Latin American
intellectuals often viewed the U.S. as an interfering, hegemonlc power; saw trade with the U.S. as
exploitation; and concluded that the proper course was protection. As Enrique Krauze wrote in

his history of post-colonial Mexico last year: ‘ ; )

“The idea of the North American Free Trade Agreemen'f was a violation of the
.Eleventh Commandment of official Mexican mythology Thou Shalt Not Trust
Americans.” L
: !

Likewise, people in the United States at times looked south and saw only caudillos,
guerrillas, and opportunistic politicians denouncing the Yanq'ur to mask inefficiency and
corruption at home; and drew the same conclusion about hemispheric trade. The titles of books
on Mexico and Latin America twenty years ago are very clear evidence of this: “Distant

Neighbors,” “Inevitable Revolutions,” “Bordering on Troub e,” and all the rest.
. § i

Thus, the separation of the Americas by trade barriers was perhaps a lesser obstacle than
o ‘ [ :
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the separation by barriers of psychology, perception and ideas!

i
H
i

As Jose Marti said, commenting

on Blaine’s conference in an 1890 address just a few blocks from here

“Las barreras de ideas son mucho mas fuertes que las

barriers of ideas are stronger than barricades of stone™). -

aaxjricadas de piedra” (“the

|

RESULTS OF NAFTA .

This was the legacy our trade negotlators our pohtlca

when they approved NAFTA five years ago. It was a step wh

from all three countries.

In the U.S., of course, NAFTA heightened the profile
eye, but also border environmental problems, disparity betwe

i
1

| leaders, and our citizens rejected
ich demanded courage and vision
I

of trade agreements in the public
en 'wage rates, and fears that

American factories would move south. In Mexico and Canada, .freé trade with the United States
raised even more profound questions. | : o :
But in all three partners, the results are impressive. Most 1mportant from a trade pohcy

perspective, the NAFTA has eliminated a huge disparity in ta rlff rates and other trade barriers
between us and Mexico. I do not need to tell you that bilateral trade with Mexico is booming, as
is trilateral trade. Given our strong interest in export growthJ it is worth noting also that this year
we will export five times as much to Mexico as to China. We will export $158 billion in goods to
Canada -- as much as we will export to all the countries of East Asia put together The fears of

fleeing jobs have proven misplaced, despite best efforts by NAFTA naysayers to argue otherwise.

Since NAFTA passed, unemployment has dropped frorn 6. 5% to 4.3% here in Amenca
A lot goes into that figure -- but NAFTA is part of it, everywhere, inthe country. It represents --
Casas International Brbkerage, a customs broker in San biegfo‘, seeing business double
since 1994 and adding 100 employees. '

Taylor Dunn, a manufacturing firm in Anaheim which makes electrical vehicles, adding
fifty workers because NAFTA cut Mexico’s tariff on|their pxjoducts from 25% to zero.

I ‘ ! ;
Multiplier Industries in Mt. Vernon, New York, increasing 1ts employee base by 25% as
its exports of cell phones and two-way radios to Canada and Mexico rise.

Farmland Industries of Kansas City, the largest farmer-owned cooperative in North
" America, who sold $50 million in wheat, com and soybeans to Mexico before NAFTA,
today is exporting $450 million and include beef and pork

The State of Texas has been a beneficiary of NAFTA} as§ well. . Overall, Texas exports rose

to $86.85 billion in 1998. Due to declines in Asian and Latin American markets held that growth
_to its lowest rate of the 1990s, the state's export growth was fueled almost solely by increased .
sales to Mexico and Canada, which ranked first and second among customers for Texas goods.

3




Mexico bought $36.33 billion in Texas éxports, up 16. 5 percexllt from 1997, and exports to
Canada rose 8.3 percent to $10.33 billion. Texas exports more than $4,000 per capita, compared- .
to the U.S. average of about $2,500. C :

Other fears have also been laid to rest. Wages have nsen -- growmg by 5.2% between
1992 and 1998, after a long period of decline. S | : ‘

i

Amencan firms neither bolted south, bolted north, nor burrowcd straight down. Instead
they have increased investment everywhere. They have invested '$35 billion in Mexico and $99 -
billion in Canada. Part of this is because NAFTA is ehmmatmlg reqmrements that forced U.S.
firms to invest in Mexico if they hoped to sell in Mexico. Neither of these figures is large, -
incidentally, compared to non-residential investment here in thF U.S.A., which reached nearly $1
* trillion last year. In the U.S. is still, by far, the largest recipient of Forelgn Direct Investment in

the world.

t

. Lo )
In a larger sense, the NAFTA has helped create a more compe'titiife North American ‘
market, which can stimulate more investment that benefits us %ll Investment decisions can now
bée made to a greater degree on rational economic and commercial grounds than was the case
.prior to the NAFTA. The auto sector, in which employment rlose by 136,000 between 1993 and
1997 in the US (and by 17,000 in Canada) while declining in Mexico, is a significantexample.

The NAFTA’s role in protecting us from the worst effects of the Asian financial crisis has
been just as important as its direct benefits. By bringing down, Keeping down, and even lowering
further, tariffs and other barriers, it allowed our exports to Me'xico and Canada to grow by $13
billion in 1998. Mexico has now surpassed Japan as our number two partner even though its
economy is one twelfth the size of Japan’s. We now export three times as much to Canada as to
China, Hong Kong and Taiwan combined. As our exports to the Pacific Rim dropped by $30
* billion last year, this growth protected jobs in manufacturing, farm and service sectors, and
incomes of blue and white collar workers, Democrats and Republxcans whltes, blacks, and
Hispanics -- all across America. A | ;

. ' {

More lies ahead. NAFTA’s implementation by Mexico vyill n(f)t be complete until 2008.
We are monitoring progress closely and we are learning from our experience, using it to improve -
the agreement as it goes into force. Our trilateral work program has more than 25 committees
and working groups, each advancing the work of the Agreement. We have made an effective
trilateral work program a priority and put m place a new high evel over51ght mechanism within

-our three Govemments

i :
i

No trade agreement, of course, can put an end to all our fdispu%tes. We have yet to resolve
our concerns on land transportation, for example, but we are continuing to try. Furthermore, we
have very important issues pertaining to corn syrup and sugar} and telecommunications barriers
with Mexico. And we want to work together to address the ner:nesisiof piracy.in the area of
intellectual property rights, particularly copyright piracy. Progréss has been made on this front,
and we applaud the steps the Zedillo Administration has taken, whﬂe we wait for the Mexican
Congress to prov1de for the Administration’s new measures in their budget ‘

:
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7 With Canada we have serious concerns on a range of agriculture matters and major market
access impediments facing our magazine publishers and othermedia and entertainment industries.
Furthermore, we have the ongoing challenge of enforcing our|largest bilateral sectoral agreement
anywhere in the world - the U.S. - Canada Softwood Lumber Agreement. These are all
flashpoints that require shrewd management and calm heads. | | S
But through the cooperative framework we have built througli the NAFTA, we have
avoided or solved many disputes. For those that remain, the questlon is how far we have to go to
solve them and how fast to do it. On our fifth anniversary, it can nonetheless be said that from a
trade policy perspective, there is no question that the NAFTA has advanced U.S. objectives in

Mexico and Canada in a truly unprecedented and invaluable rrilanner

BEYOND TRADE

¢ !
4 i

Of course, in our relatlons with our immediate nei ghbors we have concerns that extend
well beyond trade. We expect that with growth will come a hlgh quality of life and the advance of
basic values -- clean air, clean water, public health and protectlon for our natural heritage; safety,
dignity and elementary rights for working people; a common |front against crime and corruption.
NAFTA has allowed us to improve our working relationship with Mexico i in these as well. We
have huge challenges that are not yet addressed but the NAFTA and 1ts side agreements put us in
a better posmon to deal with them. = . 5 Lo

'

Environmental protection'is an example. Through the/Commission on Environmental
Cooperation, created by NAFTA’s environmental side agreement, we have reached agreement .
with our neighbors on conservation of North American birds and created a North American -
Pollutant Release Inventory. The CEC has also helped us dev‘isc regional action plans for the
phase-out or sound management of toxic substances, including DDT,.chlordane, PCBs and
mercury. Important cooperative work is also underway on enwronmental enforcement, as the
Environmental Protection Agency has trained hundreds of Mexxcan environmental officials in the
past five years, and Mexico has substantially increased its budget resources and mspect10ns
related to environmental law compliance since the NAFTA pdssed

Likewise, the North American Development Bank has bcgun fourteen prOJects in border
towns which will reduce water pollution and improve health on both sides of the border. To
choose an example close to home, Juarez broke ground last November for its first waste-water
treatment plant. That is going to mean better health and cleaner-water for a million people in
Juarez, another million in El Paso, and for towns and villages 1311’ along the upper Rio Grande. A
similar project has opened on the American border near San Dlego and Tijuana, which will
remove effluents from the water which were being emitted wéll before: NAF TA, at the very point

where my parents crossed into the U.S. to become c1tlzens of| this great country 52 years ago.

In this important area of envxronrnental improvement, as-with the reduction of barriers to
trade in goods and services, 'NAFTA is incomplete -- it remains a2 work in progress. Yet, as the
Dallas Morning News pointed out in its editorial on January 4 of this year, NAFTA is “the

‘greenest’ commercial pact ever, and the U.S. Canadian and Mexzcan environments are better off

i
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with it than without.” NAFTA has represented a significant stcpfforwé‘rd in the environmental
aspects of trade. : .

On the labor front, NAFTA’s Agreement on Labor Co‘operatién has generated our largest
cooperative effort on labor we have in the world, covering occupational safety and health,
employment and training, industrial relations, worker rights and child labor and gender issues. It
has allowed citizens to draw attention to.labor practices and i 1mprove working conditions. We
believe this part of the agreement, administered in the United States by the Department of Labor,
has been helpful. It has brought increased public scrutiny on the subject We all three undertook .
these obligations with those objectives understood. b

. i

We sometimes only hear about labor problems in the press. But progress on this front in
Mexico has occurred. For example, a labor tribunal reversed|itself and granted a union
registration in the Maxi-Switch case; a secret ballet union representanon vote was conducted for
the first time in Mexico in the GE case, and by government emplioyees in the Fisheries Ministry.
Mexico’s Federal Government intervened in an effort to resolve the very contentious Han Young
case; and the Mexican Supreme Court struck down state restqctlons on union organizing as
unconstitutional. In addition, Mexico has taken other steps to advance the rights of workers,
including promulgating new safety and health regulations and nearly mphng fundmg for
enforcement of worker rights, including in child labor.

Altogether, the NAFTA has created high-wage jobs in al] three:countries. Growth
generally helps create jobs;, and fair competition and trade create better jobs. The results are
substantial -- goods exports to Canada and Mexico support 2.6 million jobs. NAFTA did not
create them all, and one should not say the more competitive env1ronment created since NAFTA
has not claimed some jobs. But trade is but one factor overallin _]Ob dlslocatlon in the United
States, with technology and other factors much more 1mportar‘1t A recent study by the Bureau of

.Labor statistics in the Department of Labor indicates that the number of workers displaced for any
reason is now declining in the U.S. economy. And on the whole the record since NAFTA’s
passage -- declining unemployment rising wages, rapid grow’ch - speaks for itself.

The bottom line on NAFTA? It has helped our country prosp{:r. -1t has dramatically
expanded the volume of American-made goods and services sold to Canada and Mexico. It has
reduced the damage the Asian financial crisis has caused in oiir country and our continent. It has
encouraged us to work more closely than ever before with our neighbors on crucial topics from
narcotics to environmental protection and improvement of Iaboristandards ‘It is a winner. I am
proud of it. And I am determined to tell its story wherever I g0., b

f
'
'

WHERE TO NEXT? | | f :
This brings me to our agenda for 1999 and the next five years In detail our plans may be
complex, but in essence they are simple: ! j.

We will apply the many lessons we have learned in our ex penence with Mexico and
Canada over the past five years.




We will listen to and take up the best practlces of 0 our: neighbor‘ in ibbean, Central
America and South America with their own economic mtegratlon*projects from-Merosur to the
Andean Community, the Central American Common Market and’ CARIC@M’

~.\m.-.f‘w.

- '1<w-v-wr-«

And we will use thls expenence to create the largest free trade larea in the - world: a zone of
peace, democracy and prosperity extending from Point Barrow to. Tlerra del F uego and from the
Hawaiian Islands to the eastern tip of Brazil. o

! [

CARIBBEAN BASIN INITIATIVE ENHANCEMENT

This has begun this year as we seek Congressional appi oval of an enhanced and improved
Caribbean Basin Imtlatlve . |

CBI has already helped promote growth.and prosperity, in-the Gadbbean by helping its 24
beneficiaries diversify from volatile, low value-added commodities And it-has helped the U.S.
Since the creation of the program in 1983, in fact, our exports to‘the’ CBI couintries have grown -

by more than our exports to China. - ik

Fp e

The next step is an expanded program, giving the CBI collntriesibeneﬁts similar to those |
of the NAFTA. As with the bill we supported last year, we believe these should be conditioned
on the adoption of economic and trade policies which help theln [')repa're early for full reciprocal
free trade under the FTAA/ALCA. It will be especrally txmely for countnes h1t by the Hurricane
Mltch last November. :

X i
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PROGRESS TOWARD FI'AA !

Next, as directed by the Miami and Santiago Summits,
partners including Mexico, Canada, and the CBI countries, to

b
we are working with our 33 FTAA
achieve “concrete progress” toward

the FTAA by the end of 1999. This should include agreements this year on concrete and mutually

beneficial business facilitation measures. These could include
- integrity; improved customs procedures for express shipments;

a code of conduct for customs

; transparency and due process in

government procurement; or mutual recognition agreements in the liceased professions.

Also this year, our nine Negotiating Groups will work toward completion of “annotated
outlines” -- a2 demonstration of specific work to be undertaken -- in each FTAA area: from market
access to intellectual property; govemment procurement; mvestment agnculture, services and so ’
on. Thus, this year we will go beyond political staternerits and goals to discuss and build
" consensus on the i issues crumal toa comprehenswe hemlsphenc trade agreement

b 1' Sl
FTAA RESULTS S } Sl
\ I . . N
From there we will move on, targeting 2005 as the year we W1ll complete a ngorous
comprehensive trade agreement, expanding trade, acceleratmg growth attractmg ‘nvestment from-
~all over the world and cementmg our strategic position in the hemrsphere . Tts benéfits for all of us .
will be immense:




We need to raise hvmg standards. Families will benefit

B
i
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frolm a w1der availability of goods

and services, with befter quality and lower prices. Domestic ﬁr‘ms‘ in each FTAA member country
will become more efficient as they more easily import capital and informatics goods -- and employ
the higher technologies that become available when intellectual property protection improves.
And government will be more economical in providing services through international standards of
open and fair procurement practices. Even local monopolies and other: antx-compeutwe practxces

will diminish as we advance negotiations in competition policy.

We will encourage competition, transparency, and impa

‘ i

rtial regﬁlation in and continued

deregulation of the service industries -- financial systems, telecommunications, insurance,

construction, the professions and more -- that are basic to an ad

vanced modern economy.

Improving productivity in these fields inherently encourages productivity gains in the overall

l

economy. Equally important, helping to ensure that financial mstltutlons are sound makes future

- financial crises less lxkely

purely commerc;al terms and for improved overall relations.
- We will be more effective in addressing our mutual trad
outside our region. For example, the FTAA negotiations on ag
subsidies and other trade distorting practlces in agriculture, can
Hemisphere participation in the WTO agriculture negotiations s

which themselves make the FTAA possible. For the first time 1
negotiation, we have created a Committee on Civil Society to a

l

1
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We will develop enhanced means of resolvmg trade dlsputes ThlS is 1mportant both in

e concerns with trading partners
nculture, which are addressing
lead to. more cohesive Western
et to begm this fall.

i

And finally, we will strengthen the values of openness, dccountabnhty, and democracy

n any major international trade
dvise governments on the views of

business, labor, consumers, environmentalists, academics and othgr citizen associations. Thus,
both the negotiations and the- FTAA can strengthen, throughout the hemisphere, the sense of
mutual benefit, citizen participation, shared values and common destiny which today allow the
three nanons of North America to live together in peace and prlospemty

CONCLUSION

We have a long way to go before we get there. ‘But wit
Summits in Miami and Santiago; with the commerce and cultur;

'

h {he suc’cé_ssAof NAFTA; with the

al exchange that grow every day;

we have already left the days of “distant neighbors” and “inevitable revolutions” far behind.

- Before us is an inspiring vision: A community of common interests in prosperity; jobs;

and economic growth; of common aspirations for better health;

environmental protection, and

cultural exchange; and of common values, in a hemisphere umtediby democracy, freedom, social

justice, and the rule of law.

For the first time in two centuries, it is within our grasp.

We must not let it slip away.

f
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THE FUTURE TRADE RELATION SHIP WITﬁ AFRICA

Ambassador Richard Fisher, .
Deputy United States Trade Repr'esentatxve
to the P
Corporate Summit on Africa -
Houston, Texas o
March 26,1999 | ' .

Good morning, honorable heads of state, ministers, frtends and guests. It is good to be -
back in Houston. I spent a tremendous amount of time in this great city when I ran my business
and when I ran for the Senate. Then the President asked me to become his Deputy USTR and I
have been back since. You know the story. There were two brothers:.‘, One went to sea. The
other became a Deputy Cabinet Minister. Neither was heard from again.

: i L.

I'am honored to be here this morning, to lay out the général pi’inciples of our
Administration’s African trade initiative and the specific opportunities we see in it for American
businesses, farmers and workmg people as well as its benefits for Africa and its people.

Let me say at the outset that African trade policy is one E}f the most exciting and
interesting aspects of American trade pohcy In a sense, we are present at-the creation of a new
relatlonshlp i

Measured in absolute numbers, our trade relationship with Africa is fairly significant—
involving exports of over $10 billion in goods and services to sub-Saharan Africa last year and
higher levels of imports. But this represents barely one percent of our overall exports. It is
dramatically below our potential. The trade policy work that can help us reach that potential —
developing our key bilateral relationships, supporting African regional economic integration,
assisting with economic reforms and integrating Africa more securely in the trading system — is
just beginning. - 3 oo

Our work in the year ahead — at the US-Africa Ministerial last month, here in Houston,
and as we prepare for a new WTO Round -reflects the tremendous upside potential for U.S.-
Africatrade. Done right, it will result in both immense future beneﬁts for American working
people and firms, and a chance for Africa to take its rightful ;[Jlace as an equal player in the

development of the world’s 21 century economy.

PRINCIPLES OF US AFRICAN POLICY -
o 1 L
This morning I will lay out for you the reasoning beneath our African trade policy
initiatives, and the specific tasks we hope to complete in'the next two years.

Fundamentally, the principles which underlie our Afncan trade policy — including our
bilateral and regional negotiations, the trade sections of the Affican Growth and Opportunity Act,
and our work-with Africa in the trading system — rest on the lexperience we have developed over




ﬁﬁy-ﬁ.ve years of pc}stwar trade policy.

-y

In America and elsewhere in the world, the benefits Of faiF and open trade ear: -

3
R -

higher living standards and neéw jobs; improve daily life thrbugh new. m ,rcrhes,‘r”r"f i
technology, and environmental protection technologies; and stronger mtemat;onal peace, as
nations develop and strengthen shared interests in one another

S prospenty anéms;sb;ﬂg

e, ..,.‘
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Equally clear is the high cost of isolation from trade. As economlc mtegranon in Europe,
Latin America, and Southeast Asia, combined with partlcrpatton in the trading systein; has raised”
living standards and strengthened peace, the high trade bamers and economic fragmentation of
the Middle East and South Asia have intensified economic suffenng 31}‘1 political tension.

BASIS FOR TRADE POLICY . ..

What do we see in Africa today? ' R

. First, Africa’s prospects have dramatically. 1mproved smce the end of the cold War and the
demise of apartheid. Apart from the continent’s natural wealth increasing numbers of .
African governments have adopted economic reforms which will allow their citizens to
make the most of their talents. These include hberahzlhg exchange rates, privatizing state
enterprises, reducing subsidies, and cutting barriers to t'rade and investment. These
reforms have been buttressed by free elections in many countnes The early results are -
clear: since 1994, inflation i is down, growth is up, and our trade wrth Afnca - both exports

and imports - has grown. . o

* . Second, economic reform needs to go further. Persistent violence in some nations, of
" course, threatens not only security but prospects for trade 'and investment throughout the
continent. More broadly speaking, Africa remains amo{ngy the world s most protected and
economically fragmented regions. Its tanffs, averaging§28%, are the world’s highest. ..
Less than half of sub-Saharan Africa has published tariff schedules at the WTO, and still
fewer African nations have joined the 21%-century agreements on telecommunications,
financial services and information technology. And while regronal mtegratmn is’
progressing, it is still in the early stages.
l

. . Third, Africans appear to be developing a pohcy consensus on trade which we can
support. This includes support for regional economic mtegratron technical assistance as
African governments make commitments in complex ar?as like services, agricultural
standards and intellectual property; and market access in areas of comparative advantage
for Africa like textiles and agriculture. Both Africans and . Americans also recognize that
reforming African countries will need appropriate debt r'elref assistance in developing

high-tech infrastructure; and support for education and microerterprisé-in order to grow.
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U.S. POLICY i

Our response, embodied in the President’s Partnership Inlitiati\:(e and the African Growth
and Opportunity Act, is an integrated policy including trade mceptives for economic reform,
‘enhanced engagement with Africa, integration into the global trading system, and support for
sustainable development. : R

!
1

In this vision, economic policy complements our work|in.other areas — such as resolving
conflict; fighting crime and terrorism, ensuring environmental sustainability; advancing human
rights, core labor standards and the rule of law. And within economic policy, trade policy
initiatives join debt relief, export and investment promotion, and assistance in areas from
microenterprise to Internet access for African schools and busmesses to help us reach the goal.

' !
TRADE POLICY ;

!
With respect to trade policy, President Harmon has spoken of the Administration’s trade

promotion efforts, which include both the Ex-Im Bank’s suppert for spemﬁc projects and the
frequent trade delegations many of our Cabinet officers have Ied

At USTR, as architects and negotiators of the nation’s trade policy, we focus largely on
incentives and cooperative work to support reforming governments, encourage deepening market
access commitments at the WTO, and the promotion of regional economlc integration. So what
are we domg with and for Africa?

First, we are offering reforming African countries addltlonal market access to the U.S..
Since 1997, we have expanded the Generalized System of Preferences by 1,783 tariff lines for the
least developed countries. We added special provisions for eligible members of the Southern
African Development Community, the West African Economic and Monetary Union and the
Tripartite Commission for East African Cooperation, which can now combine their value-added
contributions to exports to qualify for GSP benefits. The Afnc,an Growth and Opportunity Act
will go further, by extending GSP benefits for Africa, offering market access guarantees in textiles
for all African countries, and eliminating quotas for Kenya and! Mauntlus the only two nations
now under quota.

r
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Second, we are developing bilateral relationships with L.ey Afncan trade partners,
reforming governments and regional economic associations. These include, most recently, a
Bilateral Investment Treaty with Mozambique and Trade and Investment Framework Agreements
- — 50 called “TIFAs” with South Africa and Ghana. We hope séon to conclude another TIFA with

the West African Economic and Monetary Union. Lo

The TIFAs are especially important to Amencan busmesses mterested in opening trade
with Africa, because they establish the legal and institutional foundation that allows us to create
deep and strong business relationships. They open a permanent dlalogue on agricultural and
|
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industrial standards; intellectual property rights; customs proceduires; regulatlon of service
industries; investment; market access; trade-related aspects of labor and environmental policy; °
private sector dialogue and much more. These will allow us to begin balancing the much older
relationships Europe has developed in Africa. And they create models that we can build upon as
other African governments look to deeper partnerships with tde Unlted States

For Afn'can countries, the TIFAs will help to increase tirade and attract investment,
thereby generating _}()bS ra1smg incomes and standards of living, and fa0111tat1ng technology
transfers. I

Third, we are working with African governments toward ilhll participation for Africa in the
WTO. The key elements here include' : !

. Bolstenng the WTO’s capa01ty -building abilities, to help Afncan governments to
participate more actively in the WTO and to meet comrlnltments in complex areas in a
timely fashion. This will help Africans enforce mtellectual property laws utilize dispute
settlement procedures and so forth. -

| .

. The second key element consists of helping African conntnes Jom the newest agreements
on financial services, telecommunications, and 1nformat10n technology These agreements
promote rapid development by speeding the creation of financial systems, lowering the
cost of technology, and assisting in attracting investment in infrastructure for modern
telecommunications. They help Africa attract investme‘nt as they liberalize trade.

. A third element consists of ﬁnd ing areas of common 1nt{erest in the next Round, to begin
after we host the- WTO’s Third Ministerial Conference next December. Two espemally
important examples, which we have discussed with the Afncan diplomatic corps in
Washington and with African trade and financial Ministers last March at the Ministerial,
are facilitating the growth of electronic commerce, with all the opportunities it offers
microenterprise; and elimination of agncultural export dub51d1es where the EU’s Common
Agricultural Policy is an immense burden on developing country farmers as well as
American producers i

DEBT RELIEF AND ASSISTAN¢E

|
|
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These trade policies are designed to mesh w1th the Admmlstratlon s policies on debt relief |
and assistance for sustainable development. ; !

[

o
In fiscal year 1999, we requested and received from Congress funds to forgive $245
million in bilateral concessional debt for Africa’s strongest refor‘m“ers. For the coming fiscal year,
we have requested funds to forgive up to $237 million in Africa. This builds on our efforts over

the past decade to forgive more than $3.2 billion in multilateralland bilateral debt, and our efforts

in the G-7 to bring other donor nations on board with initiatives, such as the Highly Indebted




" Poor Countries (HIPC) initiative to give debt relief to Affica. /And President Clinton has called
for a broad international initiative that may reduce debt by as rﬁuéh as $70 billion. This will help
ensure that African countries are not crippled by debt but also' that Africa retains access to the
international ﬁnancnal cornmumty , ;

[
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At the same time, our trade and economic policies corr‘lpiement ‘broader efforts to support
sustainable development in Africa. Here our initiatives include development of Internet capablhty,

microenterprise, and support for health, education and democratlzatlon
'AFRICAN GROWTH AND 0PP.ORT}UI§IITY ACT

A top priority for the Administration this year is to work with the Congress to ensure
passage of the African Growth and Opportunity Act. The President’s Partnership Initiative
includes many key provisions of this legislation and we are 1mf31ementmg these. But passage of
the legislation remaias crucial. First, the bill is needed to expand the trade opportunities for
reforming African countries.- By expanding GSP benefits for ehglble African countries, the bill
will stimulate the growth of the African private sector and provxde incentives for further reform.
Second, passage of the bill will have strong symbolic s:gmﬁcance and éend a clear message to
African countries and potential U.S. investors that the United States is:committed to a strong
economic partnership with Africa, buttressed by strong trade and mvestment ties. Third, the
legislation will codify our new ‘approach to working with Africa and ensure that it is a long-term
and enduring policy. : < e
CONCLUSION \ o

Altogether this is a complex and ambitious initiative. It owes a great deal to many
sources. Particular credit is due to the late Secretary of Commerce Ron Brown, whose visit to
South Africa in 1993 opened this new chapter in relations with Afnca ‘We had the benefit of
advice from many of you here today, as well from both sides of the aisle.in Congress, from
African governments and from non-governmental orgamzanons on both 51des of the Atlantic.

We have immense opponunmes before us in Africa. If we fail to seize them, we
Americans risk being left behind as European competitors furthfr develop their presence in Africa,
taking advantage of historical ties with the continent and preferentlal tradmg arrangements such as

the Lome Convention and the recently concluded EU - South Afrlca Free Trade Agreement.

From Africa’s perspective, the only hope for Africa’s pe']opi_le to participate in the global
economy and not be left behind, lies in strengthening democratic g'ovemancé instilling market

economics, improving education, and replacing the rule of man thh the rule of law. These are
difficult challenges. Embracing them will initially be highly- dlsIPcatmg, as they confront
traditional culture and social cohesion. Yet, as Fareed Zakaria noted iniyesterday’s New York

- Times, “Capitalism has pr0v1ded the only durable path out of mlsery for ordinary people..”’
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The “ordinary people” of Africa dram the dream of people eve}ywhere, the dream so
eloquently summarized by my favorite American poet, Langston Hughes, when he wrote, “I have
as much right as any other man to stand on my own two feet and own thlS land.” Africans have as

much right as any European, Asian, Latin American or North Amencan to a piece of the global
economy.

1
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If we work together if we pursue a vigorous trade and ;mvestment policy with Africa, if
Africa will work with us in this grand enterprise, we will realize the full potennal of those
opportunities for the benefit of Africansand Americans alike.

E
i
Thank you. |




