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Thank you all very much, and thank you for that introduction. 
. : 

We are meeting at a very important moment. It is now a little more than .five years past 
the creation of the North American Free Trade Agreement; and under the schedule set by the two 
Summit~ of the Americas in Miami and Santiago, we hav6 a bit more than five years left before . 
the completion of the Free Trade Area of the Americas. I 

This midway point is, typically, a time in which pfess and public interest in trade 
negotiations fade. The celebration of the kickoff is behin~ us; the su1spense of the conclusion is 
still some years ahead. But this is also among the most irhportant times in any trade negotiation. 
This year, we are building the framework of the final agr6ement, through nine Negotiating Groups 
in Miami; and thus historians may look back on this as th~ year in which the FT AAIALCA project 
tipped toward inevitable success. ; 

That is not inevitable, however, because this is also the time in which the vision is most at 
risk. Those in our business community and media intere~ted in tra& are focused, understandably 
and naturally, on the new Round and the China negotiati~ns. The P6litical community will focus 
more.and more in the months ahead on our Presidential c1ampaign. Likewise, Presidential 
campaigns are already a factor in Argentina, Chile and Ui-uguay, and the same will soon be true in 
Mexico - all of which are.joining us in democratic electi6ns soon.; . 

So this is a moment when those ofus concemed,!professiOn~llY and personally, with 
hemispheric relations must be most forceful in our work Ito keep th~ FTAAJALCA project on 
track. And tonight I would like to discuss two points: first, the basic and enduring rationale for . 
the Free Trade: Area of the Americas; and second; the spbcific tasks we can complete this year to 
ensure the project's success. I., . 

FOUNDATION OF THE iTAAIALCA' . .. . 

. From the U.S. perspective, the FTAAIALCA is the single ~est opportunity we have to 
create an enduring and mutually beneficial relationship {ith our.neighbors in the next century. 
And as important as oiIr relationships overseas may be, I believe it is fair to say that in terms of 

lAmerican na60nal security; growth and living standards; environmental protection, crime control 
and the quality of life; and the advance of basic values, Simple cominon sense tells us that we have 

. . I 
: 
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no. relationships more important than those that are closest' to home. 

With respect to strategy and security, we and Lati~ Amenca afe neighbors; we will always 
be neighbors. And if the Latin American republics are friendly, stable neighbors, then our own 

. I 

country's security will always be immeasurably greater. Those who rfcall the debates of the 
1980s - over guemllas, dea'th squads, foreign military aid t should appreciate every day what a 
blessing it is to be debating trade, environmental protection and crim<;: control. These are the 
issues that concc:rn a country and a region at peace. I. : .. , 

In business and trade, a profitable and open hemisRheric econ?my means workers,and 
families in the U.S. will live better lives. To use a convenient statistic, in 1998 the United States 
did slightly over $2 trillion worth of goods and services trJde with the world. About $750billion 
of this -- computers, grain, movies, aircraft, music, softwa~e, sports ~quipinent, semiconductors, 
cars -- was with our neighbors in the Western Hemisphere~ $380 billion in exports, $370 billion in 
imports. So tracie, even while impeded by high tariffs, sodtetimes arbitrary customs and non
transparent port procedures, and all the other trade barriers those of you in the private sector 
meet every day, already supports economic growth, family II living standards and millions ofjobs 
here and throughout the Hemisphere. ' ; 

I 

When one considers the issues of the quality oflifJ, we are akected most deeply by our 
I ' 

neighbors. The health of the Caribbean Sea, the Pacific fi~heries, the
l 
air and water on our 

southern border" all depend on cooperative and productive ties with <;>ur neighbors. Likewise, as 
prosperity and the rule of law advance, we not only see orlr economi~ interests ,better defended, 
through more effective protection of investments and intellectual property, but also are more able 
to cooperate em~ctively against transnational crimes from !narcotics trafficking to terrorism. , I I 

THE NEW CONSENiUS I. . 

And when we look at our relationship with our neighbors, we see something remarkable~ 
Today, for the first time in two centuries of independence\ we share ~ith our southern neighbors a 
consensus not only on closer economic and political relatibns, but onrbasic ideals and values: 

. . I . 
Democracy. Thirty-four of the thirty-five nations in the hemisphere now believe that 
democracy, backed by freedom of the press, fair a?d regular ~lections, and the rule of law, 
is the most moral form ofgovernment; and also the form of government most likely to 
remove violence from politics and promote econor'nic development. 

, .1, 

Markets. The same thirty-four nations believe that the free market is the most effective, 
means of developing economies and reducing poverty.i 

Civil soeiety. And the same thirty-four countries Jelieve in the essential role of civil 
society ... citizen associations, business organizati9ns, labor ~rganizations, academics, 
environmental groups, local governments, non-governmental organizations or NGOs -- in 
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fonning the policies of modem democracies. 

Likewise, we share a Sense of mutual respect that, iF the past, ~as too often lacking. 

Not long ago, many Latin Americans regarded the United States as an inevitable, 
paternalistic source of monopolization, intervention, interfJrence and all the rest. The perception 

could be summed up by Porfuio Diaz:· . I .! 
"Poor Mt:xico so far from God, so close to the United States." 

The mirror image was the view in the United StatJ of Latin America as a land of caudillos 
and "tin hom" dictators; communist guerrillas; opportunistic nationalist politicians denouncing 
the norteamericanos to mask inefficiency and corruption at home. Ldtin America was viewed as, 
essentially, a source of trouble, or worse, as a chiste from the standpoint of being taken seriously 
as competitors arid partners in a common destiny.' I' . I.. 

These stereotypes and resentments, while not entir~ly goneo~ either side of the border, 
are receding every year. We can see that at the level of gOfemment; in the remarkable growth of 
business relationships, academic ties; and scientific and research partnerships; and most evidently 
in a cultural exchange which deepens by the year. 

,." . 
Americans buy the novels of Garcia Marquez, the poems of N,eruda and the essays of 

Octavio Paz; they take dance lessons in salsa and samba a*d eat at th~ Latin restaurants that have 
proliferated in all ofour major cities; collect donations at Washingto:q markets to help Caribbean 
and Centml Amf:rican families rebuild after this winter's htirricanes. At the All-Star game in 
Fenway Park a f;~w days ago, the MVP was the Red Sox siarting pitcr,er -- Pedro Martinez of the 
Dominican Republic -- and the other hometown starter wa~ a Californja shortstop, Nomar 
Garciaparra. Ev'~n in politics, you may have noticed that tioth the Vi~e President.and the 
Governor of Texas took the time to speak a few lines ofS~anish when they announced for 
President.' 1 

I , 
. THE OPPORTUNITY I 

Altogether, we live at a remarkable moment. NevJr before h~S the hemisphere been so 
closely integmted; never before have we worked so closely and gained so much from one another; 
never has the opportunity to realize a shared destiny of peace, proipebty, health, safe 
environments and mutual respect been so great. . 

The effects of this are clear in the movement throughout the hemisphere toward trade 
integration: the Caribbean Basin: Initiative; the US-Canada Free Tmde Agreement and NAFTA; 

I . 

Chile's trade agreements with so many of its neighbors; Mercosur; the trade agreements in the 
Caribbean, Central America and the Andes. All have taken advantagb of the moment to create a 

I . . 

hemisphere more prosperous, more stable, more democratic, more respectful of the rule oflaw., 
1 
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. And mthe FTANALCA, we can transcend ili= all-Et~15j~~l 
, _i. , 

That is the opportunity we set out to realize in the"~rsfSii~t:~f!~e;"", ". "",,,,,,,;-at Miami 
in 1994. Its age:nda was very broad, including a prognlIl1"'(qr ~ii!~ersa,'re~~tatrorrlfffQf~"" 
hemisphere; wotk to ensure access for all to modem telecominm;-i~it!oi1'~·~h{f.'fui1!i.tig,et; 
coopen:tive programs on environmental law enforcement, crime apdparc()'tics contr9},;,anti

corruptIOn measures and much more. " ""'f' :~:, ,. <, 

At the h"art .of its vision, iliough, was ilie Free Trahe Area oflAmeric as' • rigorous trade 
agreement, covering each issue central to trade in the mod~rn world, ,p1d including every 
democratic nation in the Western Hemisphere. This would be the world's largest free trade zone, 
offering unparallele~ opportuni~ to b~sin:esses, fanners a~d workingifaI.ll~li,es from Patagonia to 
Alaska. Strengthemng the hemlsphenc consensus on open marketsunder.the rule of law. And 
allowing us to plllrsue and realize the aspirations our peoplb share for!the,goodlife. 

, I ..., .. "-'''~ '._ ... 

OPENING THE NEGOTIATIONS 

Over several years, we explored the existing trade teguiati~nsf.and practices in the 
hemisphere and began to identify issues for negotiation, Then, last yearin Santiago, the Leaders 

. authorized us to be&in the realization of this vision, through the pains:taking, detailed work of ' 

trade negotiatioHs, , '. ,I.. ',' :, ,'l' ..' ,', .. ' 
They dir(~cted us to seek ideas and advice from thelbroade~t ppssible range ofpeople and , 

civil society groups. Thatis well underway. The Committee on Civil Society, established to hear 
fromaH affected, groups and individuals and report back td Trade MiAisters by the next FT AA 
Ministerial Conference in Toronto this November, has rec6ived 69 separate submissions from 
throughout the hemisphere -- business associations, labor rinions, envtronmental groups, 
consumer groups, and private citizens - which we are noJ reviewing!carefully as the work 
proceeds. ' "I ,I 

And they set clear and explicit negotiating goals for 1999: 
, 'i i ' 

They called on us to complete "annotated outlines"! of all nine!chapters of afinal FTAA: 
market access, competition policy, subsidies, anti-dumping ana countervailing duties;' 
intellectual property; government procurement; investment; agriculture; services; and 
dispute settlement. This is the foundation and frame ~n which the completed agreement 
will rest. 1 

1 

They din~cted us to reach agreements on implemen,tation of~~nc~e~~ business facilitation 
measures that will promote trade within the hemisphere today us build 
momentum toward the completion of the 'negotiatiJnsin the 

PROGRESS THUS ~AR 
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We are Vlorlcing to meet that schedule. Last September I S\ nine negotiating groups began 
thei~ sessions at their nego~iating s~te in Miami. Although j-- or maybe because -- they have not 
receIved much press attention, theIr work has gone very smoothly thus far. . . 

. I . . 
Negotiations toward completion of the chapter outlines are on schedule, and should be 

complete by the next Ministerial in Toronto. I' i '. 
With respect to business facilitation measures, we have made! some progress but are at a 

critical point. At the next meeting of the FT AA Trade Ne~otiations Committee, in Cochabamba 
less than tWo wl!eks from now, the participating cOJIntrieslmust agree on the initial package of 
these measures. There is a meaningful and practical set of proposalsIon the table, most critical of . 
which are those that make a substantial difference in easi~g commerce throughout the hemisphere 
through improv!;:ments in custoJ.lls administration. All FT ANALCA, countries agree 
that there is mueh to be done to simplify the conduct of brlsiness in t~e hemisphere, helping all 
participants take advantage of opportunities, malcing our 60mpanies more competitive, and 
helping the Americas become more attractive to investorsland traders everywhere. 

. I: . 
BUSINESS FACILITATION MEASURES 

A number of these -- generally the less dema~dinl ones -- are proceeding without much 
difficulty. These include measures on express shipment, more flexi~le treatment of promotional . 
and marketing materials, simplification of customs for lo.t,-value imports, and better dissemination 
of information on customs procedures. . 

However, for some of the more complex custom's facilitation proposals -- which are also 
the most valuable to .business -- consensus~building has proceeded a1bit more slowly. These 

• I 

include: 

Implementing Codes of Conduct for customs officials, which will help ensure clear, honest 
and timely customs procedures;' ., . 

. , 
Risk Analysis and Targeting Methodology which would botr ease customs procedures and 
strengthen crime-fighting by helping customs enforcement officers focus on high-risk 
gQods and travelers; 

I 
Control and Release Systems which allow importers to bring in their goods, subject to 
appropriate controls, before completing all the relevant paperwork. This is absolutely 
critical for just-in-time manufacturing pr~cesses. j i' .. 

. The time to build momentum for all the customs facilitation:measures, including the most 
ambitious, is now. Implementation of these measures is 'of great importance, fIrst of all for the 
immediate effl!ct on hemispheric trade. While these are not topics that often gets headlines, as a 

I 
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former businessman I can tell you that their importance for real-worl~ commerce cannot be 
overstated. Especially for those of you already doing business in the hemisphere, as the Americas 

I 

continue to grapple with the lingering effects of the financial crisis, r~pid implementation of trade 
facilitation will be a tangible source of confidence and grokh. : 

. Furthemlore, slow movement within the FTAA o~ these measures poses the risk that the 
Western Hemisf,here will fall behind, as other regional trade groups pursue a pro-trade agenda 
that includes' business facilitation. At the recent APEC Ministerial iIi New Zealand, for example, 
business leaders met in a roundtable discussion with gove~ent officials to stress the importance 
of implementing a significant package of business facilitation measures, including in customs. As 
Asian economies rebound and investors renew their focus Ion the regi'oh, Latin America must 
demonstrate that it is creating an economical and competitive environment for business. 
Otherwise, the investment dollars Latin America needs to bontinue it~ development, make its 
businesses more competitive, and improve its infrastructute will flow, across the Pacific., Even in 
recent newsletters ofemerging market mutual funds we dn see discernible shift in activity toward 
Asia and away from Latin America. If we in the Americak are not in: front of the parade, we'll get, 
run over and left behind. 

And fina.lly, success in business facilitation will have an immensely important psychological 
effect on the FTAAIALCA talks. This is, after all, a critic~l point in the entire hemispheric 
integration project. To succeed, it must be a concrete and1tangible project as well as a vision and 
an aspiration. Implementing ambitious business facilitatidn measure~ by the end of this year is the 
clearest signal that each of us can send about the broader hegotiation's. 

, I ,i 

The FTt\A's Trade Negotiating Committee will Jeet in Cochabamba less than two weeks 
from now, with business facilitation as one of the principa:l items on its agenda. If the business 
comm~nity in the hemisphere does not speak out clearly apd forcefully ,;m behalfof significant 
business facilitation measures, it is unlikely that the Cochabamba met:tingwill be sufficiently 
ambitious in its deliberation. On the other hand, a clear siknalJrom the business community, and 
from this Conference in particular, would help to inspire ~ significant response from governments, 
as well as strengthened commitment to pursue additional iound~ of b,usiness facilitation in the 
future. " " 

CONCLUSION 

In a way it is fitting that we will be meeting in Cochabamba. !It is, after all, a Bolivian city. 
And Bolivia is, of course, named for the man with whomthe ideal of, hemispheric unity is forever 
associated: the South American liberator, Simon Bolivar. I Bolivar himself called the first Pan
American Confi;!rence, in the 1830s. And success at Cochabamba car mark significant, practical 
steps to make his dream reality. ' I '. 

For those of us who can see the future an open hemispheric market, based upon personal 
freedom and the rule of law, which unites democratic nations in pursbit of growth, higher living 
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standards and better Iives --.:. this is a time of immense hope and promi~e. 
. 'I , 

But it is also a moment that poses substantial challenge and risk. In the months ahead, we 
must redouble our efforts and renew our commitments. O~r Administration is willing and able to . 
do it. 1believe th~t our negotiating partners have the sam1 commitm~nt. . , 

We are now halfway there: just 'over five years sinCe the Mianh Summit brought a 
democratic hemisphere together for the first time; a little rrlore than fiye years before our work is 
done. And we will not let the promise and the vision slip aWay. I 

I 

Thank you. 

, j 

i 

I ' 
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Remarks by Ambassador Richard Fisher 
Deputy U.S. Trade Repre~entative : 

Hanoi. Vietnam 
July 25. 1999 

, '. i
Minister Tuyen and I have arrived at an agreement in principle on the terms of a bilateral 

trade agreement. " I 'i, 

" , j 

I 

We have been working on this agreement for over three years, 'since President Clinton 
normalized diplomatic relations with Vietnam and directed tis to begin the process of economic 
normalization under relevant laws. My colleague Joe D~mbnd has since made over a dozen trips 
to Vietnam; he and Vice Minister Leung have had eight roJ.nds of discUssions. 

Having reached this agreement in principle, we will !now consrilt with the Congress and' 
others, and work toward completion of a formal Bilateral Chmmercial:Agreement and a mutual 
granting o'fNormal Trade Relations. This would represent, Iof course, ~n historic event, the final 
chapter in the transformation ofour relationship from adver:saries to t~ding partners. 

, , , 

The scope ofour agreement in principle is comprehbnsive. It addresses import quotas, 
import bans and tariffs, as well as liberalization of restrictio~s on financial services, 
telecommunications, distribution, and other matters relevant to access to the Vietnamese markets 
for U.S. goods and services, agriculture, and intellectual prdperty. Importantly, Vietnam has also 
agreed to a series of measures to ensure transparency in re~lations and rule-making affecting 
trade. 

, 
I would like to thank Trade Minister Truong Dinh Tuyen for hik commitment to this 

effort. He has be(:n a tireless negotiator and has ~epresented his goverrlment with distinction. We 
have been working together since the APEC Ministerial in Nuching last year. ' 

I ,I 
I would also like to thank Deputy Prime Minister Nguyen Tan IDung, who played a vital ' 

role in this negotiation. He is an impressive man who is fully engaged in the transformation and 
modernization of the Vietnamese economy. I enjoyed our tWo long m~etings this week. 

Finally, I would like to thank Ambassador Pete petJ~on. He p~rsonallY embodies the 
long voyage and the meaning of what we have accomplished this week.' 

, I 
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THE UNITED STATES AND IKOREA 

CHARTING A COURSE FOR A RENEWED PACtFIC AGE 


Ambassador Richard Fi~her 

Deputy U.S. Trade Represertative. 


. I. 
. U.S.-Korea 2P'-Century 90uncil 

I
October 19, 1999 I 

I 
I appreciate being here today, especially seeing my friend and mentor of some 20 years, 

Fred Bergsten. Fred and I go back to the Carter Administr~tion. In f~ct, my first trip to Korea 
was in 1979 with President Carter, working alongside ofFJied. Fred is a Very Smart Man. I 

. . I, 

know that because he is so smart, he had me managing the Ilnstitute's money when I ran Value 
I 

Partners before coming back to government two years ago! i , '. I: 
A feww(!eks ago, I was able to say the same thing ,about Ray;Vernon in a speech at 

Harvard's Kennedy School. I proudly told the audience orte of my pleasures in life had been to 
manage Ray's money for ~ver a dec~de. At the time, Ray Iwas dying pf can~er; he just passed 
away two weeks ago, leavmg a hole m the hearts of those pf us who loved hurt and had depended 
on his wisdom to guide us in developing trade policy. Sic~ as he was at the time, his wit remained 
rapier sharp .. He yelled out, "That's right. Fisher managed my money for a dozen years. Which 
is why I am stilllworking at 85!" I: /"

i • 

Thank you for inviting me to participate in this animal meeti~g of the U.S.-Korea Twenty
First Century Council. I am honored to be speaking today, along with my esteemed counterpart 
Ambassador Chung. . I; . 

Before I begin my remarks on the U.S.-Korea ecJnomic relationship, I would like to 
I , 

respond to the discussion this morning about the possibil~ty of a free trade agreement between the 
. United States and Korea. This is an interesting idea. In fact, the negotiations we have had on a 
Bilateral Investment Treaty have seemed at times like ne~otiations on an investment chapter in an 
FTA. That .said, the only way to set the stage for an FT Abetween bur two countries would be to 
resolve advance significantly our major trade issues, abo~t which I ~ill speak in more detail in a . ,
moment. 

Let me put this morning's discussion in context. Geography, personal ties, and economic 

interests combine to make the U.S. relationship with K~rea among!the most important we have 

anywhere in the world. I: . 

. Our relationship, of course, began as a military dUiance, pr~mised on a shared view of 
geopolitics in general, and the military situation on the ~eninsula if!. particular. This alliance 
remains strong today, as our colleagues in the U.S. and Korean political and defense agencies 
address the economic decline and uncertain political fufure ofNorth Korea. I ' 

I 




-I~lt~@t!~~ 
Over the ~e;cades since.th~ war, however, we·.~~~~,~~l':e1~p~?.:~~~t1if?I~~~~;k~~~pna~ ties 

that, upon reflection, are astomshmg when you consIder hOi\V~dIfferentour:~atlolls;,:,,:~re m 1950; 
and much more so when you realize that when we firsfme(Ko!:ea~wasin::Qn:serv.atiyeiConfucian...,~. '., I '"1 ",..,. .··-·--~ .. ·'f,o,.~·;'f"~1""';''''';'"",f'''"'~ ," .•J..\. 

mona:chy with 20()0 ye:rs .of history, and the United States. ~ l)~~_r!~tL9.p..r~£o~~!i,~~m Civil 

War,Just short ofxts 90 bIrthday. 	 ·I ..·..:..::.:~:~<;. "~.:-.;: ....;._...,.... 
Today, we share political sympathies as two oftheleading Pacific·democracies;· Hundreds 

of thousands ofAmericans and Koreans cross the Pacificforlbusine~s, tpurism; and family visits 
each year. More than a million Americans trace their families to Korea.. Chan Ho' Park plays for 

, the Dodgers; the animation for "The Simpsons" is done in Sboul; Park ,Wan-so's stones are on I .,.
sale in our bookstores; and if you walked by the White House last month, you saw a Daewoo 

.' I" I . 

combine on SoutbtLawn preparing the grounds for Labor DiY' .. '. i... 

THE ECONOMIC RELATIONSHIp·"I . c"'" 

'. ' 

As Korea has grown into an industrial giant; our ecJnomic ties; have grown to become one 
. . I .... ' 'I... . --. 	 ' 

of the largest trade and investment relationships anywher.e ir the~worI1"" .... __ 

. For a Deputy USTR, the Korean portfolio is one oflthe most important, complex, 

occasionally frustrating, but always fascinating and rewarding: 'i·· ' . , 


• . 	 Korea is our sixth largest export market; our fourthIlargest ~a~ket for 'agricultural 
I' '" "'. '.... 

products; and nearly twice as big an export market is China. 

• 	 At over $40 billion a year in two~way trade, our trade relationship with Korea is larger 
than that with France, or that with Brazil, or the Nt:;therlands. 'Every single day, more than 
$200 million worth of goods and services cross patrs on their;way by air, sea and 
cyberspace from Los Angeles to Pusan and Washington to. SeouL 

. I, 	 . 
• 	 The U.S., is Korea's largest source of imports, itsl~rgest fqrei:gn investor, and the largest 

recipient ofKorean foreign investment. 

At the same time, our trade negotiations are some pf the most demanding and difficult 
anywhere in the world. Americans have found Korean m*k~ts in m~y fields opaque and difficult 

to work in, both for exporters and investors. . I .' ,'. . '. 
Each year we publish a "National Trade Estimate',' report that details our trade policy 

agenda with our major tradiI:lg partners. Our section on Korearevie}Vs tariffs, quantitative· . 
restrictions, import licensing, import clearance policies inlagricultur~, technic~l standards, labeling 
requirements, government procurement, motor vehicle registration, ~osmetics testing and quite a 
bit more. At 20 pages long, i~ is shorter only than our re~iews of Japan and the European Union 
- showing Korea's importance to us as a trading partner,and als~i the depth '?TId,complexity of the 
trade problems we encounter in the Korean market. . " .. . . . 

2 
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, , THE FINANCIAL CRISIS ,i 


The challenges evident in this report arise, first of au! from the i~portance of Korea as a 
trading partner. But they also arise from the path Korea took to become an industrial power: a 
series of industrial policies involving import restrictions, subkidies, and export promotion, in 
which the government became a silent partller of most leading Korean businesses. , I I 

It is fair to say that this proved to be a highly effective meth~d ~f creating industrIal 
growth. But it has seemed less effective in today's technoldgicallymote advanced world. In the 
modern world economy, protection and subsidiesare'often tveaknesse~ rather than sources of 

strength; a Maginot Line, rather than a fortress. . Ii' 
The debate' over the cause of the financial crisis, and: all the extraordinary suffering it 

brought to Korea, will go on for many years. But among it~ causes w~re clearly the policies 
which had brought a long era of growth, but also 'left most Of Korea's leading companies 
overextended and deeply in debt. " I ': 

There are some who call the crisis a "blessing in disguise," or tvords to that effect. I 
refrain from doing so: it was an experience which brought ~isery to,millions of Korean families, 
and was one of a series of inter-linked events that brought ~he world economy as close to collapse 
as at any point in my lifetime. But that is past, not future. In its aftermath, we have an important 

, ; I 

opportunity for the reforms which can make a future crisis less likely. : 

I : 
Korea, one must say, has responded with remarkable - although p~rhaps not surprising 

determination and courage to this traumatizing event. The Inationwide self-help campaign of the 
winter of 1997 saw donations of gold from nearly twenty million of South Korea's forty-two 
million. people - jewelry, family heirlooms, savings that pJ-ents had h6ped to pass on to their 
children. And under President Kim, the government has biIilt upon this foundation of patriotism 
and self-sacrifice a set of reforms that I believe will take Kbrea into a lnew generation of economic 
growth and technological progress. ,I 

REFORM AND RECOjERY I 

The most advanced economies today draw strength from interconnections, rather than 
walls; speed, rather than deliberative action; and diffusionlof power tp players other than states 

and governments. . '1. ,,' ~ ! " " 

President Kim clearly understands this. During hi~ Administration, the course of Korean 
economic policy has changed. He has passed 57 economi'c reform 'measures through the National 
Assembly. While others in his region - including Japan -Iclung for too long to 'failed models for' 
economic development and growth, President Kim and hi~ team have had the, grasp of public 
opinion and the political courage to leave the past behind.i , . ; 

I 
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The older Korean model for economic development relied on the government choosing 
the winners; more and more, President Kim's Korea relies on/the market. Along with the market, 
he has embraced freer trade and investment and increasingly open competition. This has helped , 
Korea return more quickly than any other nation to growth; ahd it has drried over from finance 
and administrative policies to trade. I! 

THE TRADE RECORD , 

Inthe past two years, Minister Han Duck-soo and I l~e been ~~wn in the trenches, 
working out the details of some exceptionally complex and p61iticaUy charged issues. He is a 
good negotiator of Korea's interest and a most worthy counterpart. He also fully recogI).iiesthe 
advantage of an open economy for the living standards ofK~rean families, and for the 
competitiveness and technological progress of Korean industrY. :I 	 'I 

This is evident in the progress we have made in a nukber ofpolitic~llY charged trade 
issues over the past year. A few specific examples: ' !. 
• 	 Implementation of our year-old Memorandum of Understanding on motor vehicles has 

been smooth. The Korean government has worked to reform auto financing, reduce 
discriminatory taxes on foreign cars, and streamline/certification. ' A major test of progress 
will take place next May, when an auto import show will take place with the sponsorship 
.' 	 I, 

of four Korean Ministries. The objective is to have an open and' fully-competitive auto 
I I 

market in Korea, something which has thus far eluded us. ! ' 	 ' 

h K' I" d II' b ' :. h' d . f• 	 ' ThIS ' year, t e orean government e Immate a regl:l atory amer to t e mtro uctIon 0 

new drugs into the Korean market (specifically, a r~quirement:that clinical trials in other 
countries be finished before they could even begin in K~rea); tommitted to adopting 

, international guidelines on the acceptance of forei~ clinical t¢st data, which should help in 
the approval process of new drugs; and set up a task force to ~eview its medical insurance 
reimbursement system, which foreign companies h~ve found tp be problematic. We are 
seeking to revamp a system to encourage rather thJn stifle the development of research-
based drugs. I I 

I 
• 	 We have: moved ahead on our negotiations toward~ aBilatenil Investment Treaty, 

although we continue to have some differences onla number Of important sectors. 
, 	 : i 

• 	 The Kore;m Parliament has recornmended a bill to /Place its li~uor tax system in 
compliance with WTO rules, as required by a recept panel ru\ing. This is a first step in 
what we: hope will be increased market access for foreign dislilled spirits. 

/ 	 ' ' . 
• 	 The Korean government has shown a willingness to use the mediato increase public 

understanding and acceptance of open markets an~ free trade, through opinion pieces in 
newspapers, advertisements and so forth, a sharp (leparture from past practice. This 

4 
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action stems, at least in part, from the provisions in the 1998 MOU on motor vehicle trade 
on improving consumer perception of imports. 

, One area where we are still experiencing difficulty, however,js in steel. The U.S. 
response to the steel crisis has been measured and WTO consistent. W ~ expect other countries to 
take actions to help alleviate friction in this area. While we have made progress in reducing , 
overall imports from their 1998 levels, we remain extremely!concerned'about steel imports from 
Korea, which remains the single largest source of continued surges. I 

We remain concerned about the sale ofHanbo and tL full PriV~tization ofPOSCO. The ' 
, , I 

Korean government has an obligation to ensure that the salelofHanbo is transparent and market- , 
based. POSCO's privatization must be complete and we expect that a~y deal between Hanbo's 
creditors and potential purchasers will not include conditions regarding employment or forced 
requirements on production. And, as with POSCO, there m~st be no e,lectricity discounts, export 
credit financing, export industry facility loans, or loans fro~ the Natio~al Agricultural . ' 
Cooperation Federation if, as Minister Han promises, the Kim government is to be "completely 
out ofthe business of steel." This is critical to Korean credibility as a true reformer. The same is 
true for chaebol refonn. and other corporate restructuring. I . .: .. 

THE U.S. AND KOREA IN THE TRA.DING SYSTEM ' 

There is a danger, for example, in handling the tholy Daewo~ matter, that in deciding 
who should pay what and to whom, Korean policymakers will send messages to the market which 
counteract the good signals coming from President Kim's ~form age~da, or from specific 
successes like the: Bond Stabilization Fund's recent successful manage,ment of a sharp declinejrt . 
corporate bond yields. 

But taken as a whole, the direction of Korean reform is correct and is getting results. And 
this era of reform has opened remarkable possibilities for Js to work together, not only to 
strengthen and improve our own trade relationship, but to ~elp develqp a more open and 
prosperous Pacific region; and a better world trading system. :: 

I ;ecall someone once referring to Korea as "a shriLpamong ~he whales" - a small, ' 
vulnerable country at the point where Japan, China and Russia meet. .[Today, I think, a better 
metaphor might be that Kore~ is a "dolphin among the wh1les" an intelligent, adaptable leader 
that can lead:the way to the calm water beyond the reefs. I .. . 

You can 'see that happening today. In APEC, we are working with our Korean colleagues 
, to revitalize the Pacific economy, developing measures on/bUSiness f~cilitation, electronic 
commerce, and ltrade liberalization. ,The result, ultimately, 'can be a r~newed Pacific age in which 
markets rather than governments drive the direction, pace) and choices in commerce. 

Within APEC, one 'thing is very noticeable. 'AtthJ MinisteriJllevel and at the Leaders 
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level, the ministers and leaders cock an interested ear when Minister Han and President Kim 
speak. There is a new found respect for Korea at APEC based on the' Kim Administration's 
willingness to take the bull by the horns and "do" reform, rather than just talk about it. In Texas, 
when we see that someone is all talk and no action, we say thh are "all hat and no cattle." Today 
in APEC and regionally, Korea is viewed as driving a significant hefd of, market reforms, 
deserving of other's respect and cooperation. : 

This cooperative work goes beyond the Pacific region. A signal element of this year's 
APEC meeting in New Zealand was its commitment to an ac~ive, ref<?mtist agenda in the world 
trading system. In their September declaration, the APEC M~nisters end,orsed the elimination of 
export subsidies, an initiative on transparency in governmentlprocurement,industrial market 
access negotiations in the next round, and continued tariff-free trade in electronic corrimerce. 

We are now just over a month away from the wTo'slMinisterial Conference in Seattle
the largest and certainly the most widely discussed trade eveJt ever held in America, one I hope 
~any o~ our Korean frie~d~ her~ will ~ttend. This event ~illilaunch a new, worl?wide Round of 
mternatlOnal trade negotiatIons m WhICh we have shared mterests and the potentIal to reach goals 
that will help us both. 

Transparency in Government Procurement 

As we approach the Ministerial, Korea has already taken the le~d on an initiative of ; 
exceptional importance not only for creation of practical trade opporturlities, but the principles of 
open, honest and accountable government. President Clint6n, last Wednesday, noted that: 

"There's one special aim we should achieve at Seattl~: we shoul~ follow the lead of 
Korea and Hungary, and work together on an agreerpentto pro~ote transparent 
procedures and discourage corruption in the $3.1 tritlion government procurement 
market worldwide." 

, I . 

As the President noted, we applaud Korea's leadersQip on this issue, and we're proud of 
our partnership in cosponsoring the initiative in Geneva. Itsl completiop. would send a powerful 
message to the markets and help countries move toward thel type of. reforms Korea has adopted, 
building greater confidence in governments and protecting dxpayers fr~m exploitation. It will 
help to promote "Vorldwide the core principles oftransparen'cy, accountability, honesty and fair 

. play at the heart of Korea's economic reforms. 

. , 

In the Round 

I 
Implementation of existing WTO agreements is the foundationpn which the new Round 

rests. Many of our bilateral issues with Korea -- for example on beef (speaking of "all hat and no 
cattle") and other agricultural products, airport procurement, and phaI1llilceuticals -- involve 
Korea's commitments under existing WTO Agreements. Iflyou are committed to do something, 

! 
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the best way to engender confidence is tojust do it. If Korea were to take action now to resolve 
these issues, it would strengthen its bilateral economic relatioflship with ~he United States, and at 
the same time, send a clear signal that the Korean government is cOl"f!-lllil1ed to full implementation 
of its WTO obligations. 

As to the Round itself, these negotiations can open u~ markets in areas of great 
, I, 

importance to Korea as well as America. We may not agree on all issues, but we should resolve 
our differences as much as possible, and cooperate closely onl the issues ,on which we share 
interests. . 

i 
The Accelerated Tariff Liberalization initiative begun in APEC is one especially important 

area in which we have shared interests. Its completion will olffer new opportunities 'to Korean 
industry in such s~dors as chemicals, environmental technoldgies, sc~entific and medical 
instruments, and energy equipment. Furthermore, the A TL initifltive will reduce the cost to Korea 
of purchasing world-class equipment in such areas as energy.bd envirohmental technology; 
anyone who has spent a morning climbing up Namsan knows,not only that Seoul has one of the 
world's most beautiful settings, but that its air has gotten mote than a little dirty over the years. 

, . I " 
L'k' h" ld fi .,' d fi .1 eWlse, we s are mterests m a more open wor or services tra e - mance, 

telecommunications, audiovisual and others , both to create/export opportunities and to promote 
competition and technological advance in our domestic economies. 

, ' . I 
We also agree with Korea on the need to go beyond ~he built-in: agenda of agriculture and 

services to include: negotiations on tariffs and non-tariffbarr;ers affecti~g trade in industrial goods, 
This will ensure that the Round is focused on expanding market access,iin which all WTO 
members stand to gain. However, to be beneficial, we need ito ensure expeditious results -- which 
dictates against overburdening the negotiations with issues not yet ripe;for new or revised rules. 

I· h 'I . . I' .. I fi Ki T'h 'dWe rea IZf: t at agncu ture m partlcu ar IS a senSitIve, area or orea. at sal , 
agricultural markt:t access is at the heart of the new Round, ~nd of speCial interest to those WTO 
members that have not developed as Korea has in its climb fo the status of OECD membership. 

, Korea has an opportunity to lead in reform and impr6vement Jthe WTO itself. Some of 
the changes contemplated to the organization - for example', opening dispute settlement 
procedures; ensuring a greater role for civil society in debates and meetings; earlier releasing of 
documents and de:cisions, and coordinating policies between the WTO and international fmancial 
institutions - have strong parallels to issues President Kim is focusing on at home. "It would be 
entirely fitting for Korea to take the lead on them internatiohallyas well. 

I 

CONCLUSION 

We should not, of course, look too far beyond the challenges ~f the moment. 
! 
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I , 
Economic recovery in Korea and much ofAsia remains fragile; and reform in Korea as 

elsewhere is still incomplete. Our bilateral trade relationship fontinues to be t~sted by ,a number' 
of limited but still highly contentious issues. And the development ofa consensus agenda for the 
Round - much less completing it - is noeasy task. . 

But when we consider the events of the past years, wf should aJ:1proach the future with 
confidence and hope. Korea has begun its recovery more quickly and strongly than almost 
anyone could have predicted. It has used the experience to open an era 'of reform that has 
strengthened the Korean economy, and opened prospects for technological advance and more 
stable growth. . 

I 
We have used this experience to open a new and stronger relationship, in which our 

economic ties are premised not only on n~tional int~rest; but pn the resPonsi~ilities we share to 
create a more open, prosperous and sustamable PacIfic economy; and on the Ideals we share as 
democracies in a more open, transparent, and free world. . , 

Thank you very much. 

I 
I 

8 

i 



REMARKS OF AMBASSADOR RICHARD FISHER 
I ' 

Deputy U.S. Trade Representative 
to the I ' : 

American Intellectual Property Law A~ociation 
October 21, 1999, 

I understand that both the incoming and outgOiJg presiden~s of the AlPLA are Texans. 
Now that is impressive. And convenient. It was Miratieau B. ta~ar, the second president of the 
Republic of Texas back in the 1 830s, who declared tha~ "the culti~ated mind is the guiding genius 
of democracy." We are here today to talk about the pr6duct of the cultivated mind intellectual 
property. " I 

OVERVIEW, I 

In almost every speech or testimony on intelledual property, the emphasis is on its 

immense economic importance. It is true that the econhmic value: of intellectual property 


I , 

production software, films, music, books, etc. is iminense, accounting for at least $280 billion 
in value add<:d to the U.S. economy. I, i, 

The value of intellectual property rights, howe'ler, goes well beyond its present economic 
r" value: a system of strong intellectual property' protectipn is fundamental to ensure that artists and 

inventors and scientists are rewarded for their work; add thus incentivized to push the envelope of 
artistic creativity and scientific advancement in the funlre. : ' I ' 

To paraphrase Thomas Edison (who wasn't a 'Fexan), the 'greatest machine ever irivented 
is the human mind. Our commitment to intellectual prbperty rights - to products of the American 

I , 

mind at home and abroad is the foundation of our ability to creede the manufacturing successes, 
the distribution systems, the computer programs, the rriediciries, the defense systems, the films and 
the music of the future. j,I 

Almost all types of intellectual property, however, are highly vulnerable to piracy. And 
toleration of piracy can swiftly remove all incentives t? create new innovations. The result would 
be erosion of America's comparative advantage in high technology; and ultimately loss of the 
benefits of new advances in health, public safety, educktion, defeI)se and freedom of information 
for the entire world. In a sense, the intellectual properly of the American economy is like a 
warehouse of ideas. ' For people to walk in to that warehouse and steal from it is no more 

I 
tolerable than theft of goods. That is why we at USTR place suchan emphasis on ensuring that 
our trading partners pass, enforce and continue to enftree, laws t,hat ensure respect for our rights. 

The same concept also holds true for other countnes. I would submit that all other 
countries and administrative authorities, including Chi~a, Hong ~ong and Taiwan, should be as 
concerned as we are about protecting from theft the ideas and inventions of their creative and 
innovative citizens. ' I 

BILATERAL INITIATIVES AND SPECIAL 301 
" : , I 

Many of you are already familiar with the process by which the United States Government 
intercedes directly in countries where IPR piracy and bounterfeiting are especially prevalent or 



c:~·';~;~k~x~.:~~~~~J~~~~t~ 

··i\i!ti.~I· 
governments are exceptionally tolerant of these activities~':Amoiig:.our'''!llost~:c::ffy~ti~~,tools in this 
effort is the annual "Special 30 I" review by USTR as thandatea:bY'Coiigress:iIi;th'~Y:l:9.:88 Trade 
Act. Publication of the Special 301 list warns acountfY~rotrf;ioQ.c·ems::~4·:~i;\Ya.fuspotential 
investors in that country that their intellectual property1"glits:m.~~~~~~~!~~~rotected 

. In many ca~es, consultati?ns an~ coo.peration ~i~hcou~tri~s identified:underSpecial 30 I 
lead to permanent nnprovement In the SItuatIOn. Bulgana, for exa,mple, was once"one:of Europe's 

I . , ,.. , . 
largest sourc,es of pirate CDs. We worked through the Special 30 I process to raise"awareness of 
the problem in Sofia, and Bulgaria has at this point aimost totally' ¢liminated pir~te·ptoduction.

'I ' 

I ,;. 
In 1999, we have reviewed 72 countries in our Special 30 I review, with 54 countries 

recommended for specific identification and (tw~ subj~ct to Section 306 XJlOI)it9ring). During 
this review we focused on three major issues. . I : .". .' ..... 

" II. ." ....,.... " ' 
First, we are working to ensure full implementation of the:rWorld Trade Organization 

commitments on intellectual property., ' ' . I " .. : , .!. ,", " ,'.:'.-.' , 
Second, we are addressing new issue~ raised bYJ the rapld~dvanc~'of technology, in' 

particular control of piracy in newly developed optical media -.for example, music and video 
CDs, and software CD-ROMs. I 

I 
: 1, 
I ,I 

Third, we have mounted a major effort to ,control "end 'user"softwate piracy that is, the 
, • - I ',' 

. unauthorized copying of large numbers of one or two Irgally obt~~ed prog~ams, in particular by 
government agencies. We have used the example set the Vice President Gore's announcement of 
aU.S. Executive order mandating the use of only auth~rized soih;Vare by U.S. Government 
agencies to win similar commitments from Colombia, Paraguay, the Philippines, Korea, Thailand, 
Taiwan, Jordan, and China. Spain, Macao, Israel and Jthers are actively considering such 

decrees. I" 

MULTILATERAL INITIATIVES 
. " . 

Bilateral negotiations are and will remain central to the efforts of the U.S.A.·to improve 
copyright standards worldwide. However, as time haslpassed, our trading partners have begun to 
see the positive effect of stronger standards at home. This allowed us to make a fundamental 

,. I 

advance with the TRIPS agreement at the creation oft~e World Trade Organization in 1995. Our 
o,verriding objective at the moment is to secure full and timely implementation of the TRIPS 
agreement by all WTO members, and broaden this tonbw members.' The WTO's "built-in 
agenda" includes a review of the TRIPS agreement schbduled to ~egin in the' year 2000. This will ' 
help us build a consensus for possible next steps to im~rove. '.. , : . 

.! ! 
CHINA IPR ISSUES, I ;' . 

: '.: .... ',', ,I ;, ' , ....", 
Our IPR policy with the People's Republic of Ohina is a good examp Ie'of-b.9lp the 

bilateral and multilateral aspects of our IPR trade policy. 'On tpe ~ir~tera(s~~e~'WJt:p1~tection has 
i ',' -, - .. " -'.'" .....;..~~... ".,,"" , 

been an important item on the U.S.-China bilateral agenda for;:more.t~aIl.:l;~~~~~t?,*;9~r 
.~. :.;.~':' ';:',~ '~~~~:~~~~i:~':. 
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, 	 : 
I 

. 	 . ,i 

discussions have covered the full gamut of IPR issues, ihcluding 'cbpyright, patent, trade secret 
and unfair competition, and semiconductor layout desigh and trademark laws, and perhaps more 

I . I I 

importantly the enforcement of those laws. These discussions have produced results, but much 
more needs to be done. I 

I . 
In January 1992; as a result of an investigation tinder the Special 301 provisions, we 

agreed on improved protection for U.S. Inventions and bopyrightea works, including computer 
software; motion pictures and sound recordings, traderrlarks, arid ttade secrets. Although China 
improved its :intellectual property laws after 1992, enfo}cement ofthese laws w~s poor, and 
virtually nonexistent with regard to copyrighted workS.,USTR initiated a Special 301 
inv~stigatio~ into Chin~'s IPR e?forcement practices in 1994. ~n ~.ddition, do~estic piracy in 
Chma constituted a senous bamer to the entry of U.S. comparues mto the Chmese market. 

I, : ' 
The ensuing negotiations were tough. The U.S. Governmbnt was prepared to impose 

1OO-percent tariffs on more than $1 billion worth of CHinese imports int9 the United States. Just 
as we were about to impose these sanctions, the U.S. a~d China initialed the IPR Enforcement 
Agreement in February 1995. In 1996, we had to havel ariother serious discussion to ensure that 
China implemented its earlier agreement and continued, to take action against piracy. 

As a result of thes~ actions, China has a functiohal system which protects copyrights more 
effectively than before. Significantly, most ifnot all ill~gal optical media lines appear to have been 
closed. Most recently, in March, China's State Council followed our example in issuing a 
directive to all government ministries mandating that only legitimate software be used in 
government and quasi-government agencies. I I . 

Many Chinese industries and their governing ministrieshaye heeded the calls within and 
outside of China to improve IPR protection. Enforcement efforts ,have produced noticeable 
results including increased raids against pirate CD factdries, fining and imprisoning IPR violators 
and a campaign to disseminate IPR rules and informati~)ll to govemmentofficials and enterprise 
managers to increase awareness ofIPR issues. I ' !. '. .' .I 

. As World Intellectual Property Organization Dbputy Direttor General Castelo noted just 
last week, "Within less than 20 years, China has develdped from scratch a modern, well
functioning intellectual property system which is in harlnonywith'the international intellectual 
property laws and practices." 

The recently-issued 1998 report of the State Intellectual Ptoperty Office is notable as an 
indication of its ability to elicit cooperation from otherlIPR agencies within China. The report 
also shows increases in patent applications (up 6.8%), counterfeiting cases handled (up 7%), 
pirated works confiscated (up 255%). The report alsolincludes separate sections on the IPR work 
by the Customs Administration, which seized some 20 million :pirated optical discs; and a 
description of the role of public security agencies incdmbating IPR violations, and notes that they 

I . 

have seized 23 illegal optical disc production lines. I 

While progress in protecting IPR in China may not be all that foreign companies wish, and 
" , I 
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we will delv€: into continuing problems in a moment, many multinational consumer product 
companies operating in China seem to recognize the n~ed for a n~w approach in protecting their 
intellectual property. They believe that the Chinese Cehtral Gove~ent increasingly recognizes 
the need to strengthen laws and enforcement systems t6 deter coupterfeiting. Government 
agencies are currently drafting revisions to the PRC tra~einark, copyright, and patent laws as well 
as the produet quality law. The Supreme People's Couh is consiqering issuing rulings on 
counterfeiting and other infringement disputes. Therefore, many P.S. consumer product 
companies have decided to adopt new strategies which emphasize' intensified cooperation with 
Chinese central and local governments, local industry and other organizations. 

I consider it very encouraging that an August JitOrial in the People's Daily notes that 
China "should develop high-tech industries with its owh intellec~al property". As this happens, 
China will increasingly recognize the need to 'protect tiis intellectUal property. _ 

FURTHER IMPROVEMENTS NEEDED 

Improving IPR protection in China, however, will be a continuing process. I want to 
highlight some of the continuing problem areas from our perspeCtIve in China's protection of 
intellectual property rights. Substantively, the most serious IPR problems of U.S. companies in 

China fall into the following areas:. I . . . '" 

First, copyright and trademark infringement, especially at the retail level, continue to be 
major problems. According to one estimate by a group of foreign manufacturing companies, on 
average 15-20 percentofpioducts sold in China underltheir companies trademarks are fake. 
Pirated optical disks, for example, are once again reportedly being sold openly in Beijing, 
reflecting a 5:ignificant deterioration over the past few ~onths in control over this trade. Just walk 

, . I 

down "Silk Alley" a few hundred feet from the U.S. Embassy :"";and you'll see what I mean. 

In second and third~tier cities, and for items sJh as appa~el, so~are, and VCps, the 
percentage of fakes is significantly higher, sometimes ih the 80-100 percent range. To give you 
and example of the magnitude of the problem, China id the wOrldls largest VCD market, with an 
estimated 30-40 million VCD player owners that purchase an average of 10 VCDs each year. The 
demand for VCD content is enormous. China's Natiorlal Copyright Administration estimated that 
100,000 VCOs are being smuggled into China per day Imore thar 36 million per year. 

To bc~come more effective, China's anti-counterreitingefforts must address problems of 
inadequate criminal enforcement, insufficient penalties~ and local protection of counterfeiters. 
Following the international trend, foreign industry assdciations are recommending that the PRC 
adopt a new anti-counterfeiting law that would supplerhent its Criminal Code and cut across the 
bureaucratic lines established under existing IP laws. . . 

Second, business software piracy losses continue at high levels. A recent Business . 
Software Alliance study estimated that losses due to pibcy of bu~iness software have reached a 
staggering $1.2 billion annually. ' 
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Third, weak IP protection continues to plague pharmaceuti'cal companies. Many 
companies in the pharmaceutical sector find protection bftechnology adifficult process. A 
troubling pattern has been a Chinese govern.rnent practice which allows Chinese drug companies 
to copy drugs with foreign patents while applications for so-called "administrative protection" are 
still pending. During the lengthy period while applications are being considered, information 
about the drug apparently is being made available to Chinese companies. Chinese companies have 
begun to manufacture these drugs during this interim p6riod. E'ti Lilly's Prozac, Novartis' 
fungicide Lamisil and Warner-Lambert'sLipitor are but a few of the drugs that have faced 
problems from this unfortunate Chinese practice. 

WTO ACCESSION AND TRIPS 

China has agreed to implement the TRIPS AgrJement ijediatelY upon accession to the 
WTO. This means that China will need to amend many of its law~ and enact new laws prior to 
accession. That effort is now ongoing. China has legislation under review amending its patent, 
copyright, and trademark laws. We anxiously await th~ outcome 9f this process in the hope that 
important improvements will be made, bringing China into conformity with TRIPS and WIPO. 
We also look: for improvements in trade secret protecti~m and in other areas. 

Most import~ntly, we need to see improvement in ,enforcefuent of the rights that China's 
laws and regulations provide to us and to China's own rights holders; We need to see an . 
increased recognition and commitment throughout Chiria to effective enforcement and market· 
access for legitimate products to meet the nee~s of Chira's comp:Uies and other consumers, 

. CONCLUSION 

Intellectual property protection is one ofour mLt importaht and ~'hallenging tasks. We 
protect U.S. intellectual property rights to protect the rhearch, investments, and ideas of some of 
our leading artists, authors, and private-sector and academic rt:se~rchers. It is also to protect' 
America's comparative advantage in the highest-skill, highest-wage fields; and to help ensure that 
the extraordinary scientific and technical progress of the past decades continues and accelerates in 
the years ahead and that all of mankind prospers. < ; 

Through the passage of the Special 30 I law, an~ the passa~e of the Digital Millennium 
Copyri~t ~4:t imple~entin~ the WIPO Treaties in 1916, the Unit~d State~ continu~s to mo:e 

. forward In Its protection of mtellectual property. We urge all other countnes,especIally Chma, to 
move forward with us in this mutually advantageous effort. 

, . , . 
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BRAZIL AND THE UNITED STATES: 
I 

IN HEMISPHERIC INTEGRATION AND THE TRADING SYSTEM 

Am:bassador Richard Fishlr • 
Deputy U.S. Trade Representative 

Brazil-U.S. Business counbn 

Washington, DC 


October 26, 1999 


I am pleased to be here with the members of the Braz~l-U.S. Business Council. First of all, 
of course, because you are good company. But also for substantive reas~ns. Our last meeting in 
January was one of the most productive I have had this year ihterms of sharing ideas, taking 
advice and building consensus for the work before us. 

Today, I thought I would review the progress made tllis yeartoward creation of the Area 
de Livre Comercio das Americas, and the tasks of the month~ ahead-: I ~ill also touch upon.our 
preparations for thl! World Trade Organization's Ministerial Conference in Seattle next month, 
another area where: Brazil and the United States have much t6 gain by joining forces. Along the 
way, we can address how these two initiatives, with their relJted objectives, will complement one 

another. \ I 
TRADE POLICY PRINCIPLES . . 

In his speech on the World Trade Organization agenha :two weeks ago, the President 
recalled a wartime address given by Franklin Roosevelt, wh6 s~id: 

"A basic essential to peace, [~o] permanent peace, is!a decen,t st~ndard of living for 
all individual men and women and children in all nations. Freedom from fear is 
eternally linked with freedom from want. [And] it h~s been sho'wn time and time 
again that if the standard of living in any country go~s up, so does its purchasing 
power - and that such a rise encourages a better starlda,rd of liv~ng in neighboring 
countries with whom it trades." . 

This vision of Roosevelt - of a rise in living standaros and its p;eaceful, democratic effect
is the vision which the United States and Brazil shared fi~ years ago" as creators of the Rio 
Treaty and as founders of the General Agreement on Tariffs a,nd Ttad~. Ever since, our two 
countries have worked together to realize the principles of these historic agreements. . 

I ' I 

Given tha.t ours are the two l~rgest nations in the Americas,: we jointly bear a ~ 
I 

responsibility to lead the realization of this vision. We are both continental nations. We are the 
hemisphere's leading economic engines. We have propell~d the mov~ment toward democracy, 
integration and peace in the Americas. 

. I 
, 



Leadership in trade requires us to set an example: of operi markets at home, and of respect 
for the commitments we make to our trading partners. I. '.: . 

That is not always easy. An open economy means competition. Competition means 
I 

change and adjustment to change. And respect for our owncolninitm~nts means willingness at 
times to make politieally difficult decisions: ' . 

. I , 
But Americans and Brazilians have always set high standards for ourselves. The history 

Brazil will commernoratenext April 22nd
, marking the 500th adniversaryofCabral's landing on the 

Atlantic coast, is one of exploration; of welcoming a challenge; of overcoming obstacles to 
progress. And ultimately, of course, overcoming obstacles to/freer trade:and rising to the 
challenge to further open markets benefits our own people most of all'. . 

• 	 With freer trade, consumers have greater choice and qLlity; technological progress 
accelerates; businesses become more efficient and cOrrlpetitive; i . I ' 

• 	 With a strong trading system, we gain export opportunities in other countries (remember, 
as large as the American and Brazilian economies ma~ be, the vast majority of the world 

ma~ket isbeyond our borders);" "" " 

• 	 . And with open markets at home, imports create the competitive prices that raise family· 
living standards, especially for the poor. Brazil has eX:penenced all of these benefits as it 
has begun to dismantle the import barriers of its past. I . , 

MOMENT OF OPPORT1ITY '., 

In the aftennath of the Cold War, the 34 nations of our hemisphere have united around a. 
consensus of values unprecedented in 200 years: democratic ~overnme~t; the rule oflaw; open 
markets; and economic integration. As I have mentioned in many speeches tracing the "history of 
trade in our hemisphere, the ideals of hemispheric free trade ~ere championed over a century ago 
by leaders as diverse as Bolivar and Hidalgo. Yet, they have lon,ly recently become a reality ,with a 
series of sub-regional agreements - Mercosul and NAFT A; GARI CO M land the Central American 
Common Market; 1he Andean CommunitY and the free trade lagreements Chile has negotiated 

, : " ' 

with a number of its trading partners. And with the Summit of the Americas in Miami five years 
ago, we began the historic effort of the ALCA envisioningl1a free trad~ area stretching the entire 
length of the hemisphere. I ; . 

MOMENT OF DECISI(])N 

Now we are faced with a tough testof our resolve. 
, I 

Brazil and several other South American economies are under great pressure from the 
economic slowdown and drop in commodity prices inrecent Iyears. Fartn families and 
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manufacturing exp0l1ers in the USA are feeling the effects of tpese same forces. It is not 
surprising that publk concern about trade initiatives is increasihg: : 

. I I

I ' . ': 
Those of us in the trade field must meet these concerns squarely..!.. not through retreat on 

principles, but by ensuring that we build momentum and enthJsiasm for our trade agenda while 
giving those concemed with the potential impact of trade liberalization a chance to offer their 
ideas and advice. Particularly inthe U .S.; ~here the Congress is :wary of:providing fast track 
negotiating authority, and in Brazil, where there is reluctance io furthediperalizeafter the 

,openings of Mercosul and the Uruguay Round, we must showlthe tangible benefit ofthe 
initiatives we have begun. And ultimately, to ensure continue~ growth and prevent a backlash of 
protecti<wism that would throw us back to an era of global recession, weimust offer a vision of 
the future which inspires confidence and hope. , I 

This is not a time to hold back on enthusiasm for continued libenilization to obtain tactical 
advantage in the upcoming ALCA and WTOnegotiations, espbcially if the goal is enhanced' 
access 'to the U.S. marketplace. Here I want to be frank and tp the point if we cannot show real, ' 
tangible evidence that ~LCA ~s mo~ing forward, and that the fT? is; go~ng to deliver m~as~rabl~ 
progress, then we provIde no mcentIve for the U.S. Congress to gIve us Fast Track, and~ mdeed, . 
run the risk of stoking the fires ofprotectionism and resistancb to further; opening the U.S. 
market. 

We do have resistance to further liberalization. There are seri~us "pockets" of resistance 

in the USA. In my opinion, addressed appropriately, they are, however, manageable at this stage 

in the business cycle while the U.S. economy is fully employed and expanding. But if we 

hesitate and miss the opportunity of Toronto and Seattle, we F the ris~,oftrying later to, make. 

progress when the U.S. economy may not be as strong. I ..; ,. 


The ability to resist protectionist impulses will weaken. We are proud of what we have 
accomplished as a nation, stretching out the business cycle ttJ.ough prudent fiscal and monetary 
policy, continued deregulation and advanced use oftechnology.' But it would be the height of 

• I 

conceit to think we have conquered the business cycle. The time to show leadership by staking 
out ambitious goals is now, when we are strong. As Brazil cJmes out of its recession, it needs 
more open markets in this hemisphere and globally. I' : 

STATE OF ALCA TALKS I 

. ' . . I 
That brings me to the work of the days and months aHead. 

I .. 
Next week, the 34 Trade Ministers of the hemisphere will meet in Toronto for the first 

ALCA Ministerial,:::onference since the negotiations began in!earnestafter the Santiago Summit. 
They will review an excellent negotiating record. We are at the midpoiqt of the time allotted for 
completing the ALCA five years after Miami, five before tHe negotiations are to conclude - and 
we are precisely on schedule. . 
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, Our government negotiators have done asuperbjob~ ..As,directed"b:~.'4Jhe;1.eagers at the 

Santia~o Summ~t, this year the~ have agreed upon "~~~~~,:~I?~~t~.~~~Sl~~?~~~:~li;~~q~chaPter. 
These mclude mne chapters on Issues from market access to servlces;~"Arid·theIf'Work:shows a 

" "" i'· :.,.' ".; • ',1" •. l ' . .'- .,,""",',);,'1"'1 

strong consensus not only on the broad goal we are to reach; Sufalso-tffe~oetailea'Vl"otK'we must 
complete to go on from here. . , , .. '''~=:::.~~''''~.'.:'~.~.~':'_~:~:'::~, 

"" .• '; ..• j. " ••;:,,':"",..~ 

We have also created an innovative and inclusive corruhittee,theGovemment.C,ommittee 
on Civil Society, an important forum for those interested in thb negotHlti~g process to have a say, 
to improve the quality of the agreement and to broaden publici support for its result',By the way, 
this is a perfect example of the hemisphere benefitting from B~azilian leadership, given that we 
took a page from Brazil's playbook when the Foro Consultatiro 'EcorJ()mico SoCial was 
developed for Mercosul, pioneering the concept of taking civil s6ci~tX yi~:wslnt9account as a . 

trade agreement is grown. .,:. ;.' ...... ~'.'..... ~_ 
• . I . 

. Our first request for public comment in the ALCA tal~.s was highJy successful. It brought 
in submissions from 68 groups around the hemisphere, including' from the BraziVU .S. Business 
Council's counte~art, CNI (Confederacao Nacional de Industrias)~ ari.'d'·{rom·the Association of 
American Chambers of Commerce in Latin America, to whicH m,any ofypu 'may belong, and 
several other submissions from Brazil. Only half the sUbmissibns came from North America, 
dispelling the myth that only North Americans need to wony kb~ut civil society. It is critical that 
these voices continue to be heard as the negotiations progress;.· '; . .... . . . 

\ . THE ROAD FORWARD : .. ' [ .. , 

It ~s essential that our negotiations of the ALCA contlu~ to ad~~nce. Were the ALCA to 
lose.momentum at this point, not only might it not recover, d6privingus of an historic . 
opportunity, but this would have a devastating effect on tradelliberali~t~on worldwide - . 
pai:ticuhlrly in the WTO. To maintain momentum in the -negotiations, the Ministers meeting in 
Toronto must establis~ clear, concrete and ambitious benchmiarks for: th~ negotiating process, ' .. 
, I ': 

.' , Next Steps in Negotiati0fS : .:. ; 

Specifically, in Toronto ?ilf Ministers should commit lour ALCA Negotiating Groups to 
move beyond the annotated outlInes to develop draft texts for each ALCA chapter by the " . 
Argentine Ministerial in April 2001. . That is, under the chai$ulnship' of' Argentina, we should' 
move from describing the steps needed to move toward the ;}LCA to actually writing the 
agreement itself. Of course, the most controversial items wil~ remain in :what negotiators call 
"brackets" but nearly every ALCA country agrees that this is ~he next logical step iIi realizing 
our vision ofhemispheric free trade. " ; ;!.' 

You will note that I said "nearly every ALCA country." I'm goi'ng . .tobe frankhere: we 
have seen some reluCtance from Brazil to take this ne~t 10gic~1 step, and: this'is·deeplY" 
disconcerting. Without leadership from Brazil, ourhemisph~re canri6t ·r~ali.z~ia'su9c'~·~ful Free 

. -! t ~ ~ ."'........ "'-"'::'?': ~. ":~;"7<"";. 
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Trade Area of the Americas, and without an ALCA on the move,' the Europeans and others who 
would like to slow global trade liberalization will feel no press~re to m'ove forward in the WTO. 
They must feel the risk of being left behind if they do not pushlth~ envelope of freer trade. 

It is my hope that the Brazilian business community will reinforce to the Brazilian 
Government the importance of this next step in the ALCA, if ohly to enhance Brazil's own 
growth prospects, to say nothing about our shared responsjbility for the ALCA negotiations. 

, i Business Facilitation 

Almost as important as the progress made in the actual negotiation of an ALCA 
i

agreement is the immediate "deliverable" of trade facilitation at Toronto. In Toronto, the Trade 
Ministers will annO'ltnce that we are ready to take concrete steps toward implementing eight 
business facilit~tion measures that will improve customs progedures thro~ghout the hemisphere. 
The Ministers will also adopt several other measures providin~ transparency in laws and ' 
regulations to help us to better understand and be more accessible to ouriALCA partners. 

, I, : 
When put into effect, beginning on New Year's Day, t~e~e measu:res will send a clear 

message that ours is a region opening up and confident in its 'spa~ed destiny. Asia has moved 
toward customs facilitation in APEC and we must not be left behind. Instead we must create our 
own dynamism and business opportunities, reducing the friction and delay that impede economic 
growth and progress. Brazilian farmers need to know that th~ir tropical produce can reach North 
Arnericanmarkets without spoilage. Manufacturers in the U~ite4 States:and to the south must be 
able to sell parts to plants making appliances, power equipment and s<? on, confident that they will 
arrive ready for just-in-time production. Brazilian executivos krriving anYwhere from Mexico City 
to La Paz with commercial samples should be able to expedit~ their wor~, knowing that their 
wares will not be hdd up in customs. ' 

At Toronto, our Trade Ministers will announce measure~ that help make these scenarios 
, I 

reality; we should then begin to identify helpful business facilitation~easures in other areas. That 
is where bureaucrats need to hear from those of you in the trenches to urlderstand where business 
facilitation can best fill a need. The BrazilfU.S. Business Couhcil could ~elp us enormously by 
identifying priority measures for the next round of busilless fahil~tation. ' 

I 

Civil Society 
, 

Third, we should ensure that the civil society dialogu~ continues;thioughout the ALCA 
negotiations. The negotiators need business community involve,ment to ensure that the talks meet 
the top priorities of each nation. Likewise, the broader dialogue created by the civil society 
committee helps us maintain support for the ALCA process'as a whole. : 
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" 	 TOWARD THE NEW ROUND 

If we meet these objectives and take these next steps, hlmisPheric integration will retain 
its momentum. In addition, we will help to build throughout th~ hemisphere a s~t of common 
positions as we open the new Round of multilateral trade negotiations at the WTO, set to begin in 
Seattle next month. We ALCA countries represent what will ~e the large~t free trade area in the 
world. We should use this leverage to move the WTO negotiations toward our joint interests. 
This is an:advantage that we would be foolish to ignore. ' .' i 

In the ALCA negotiations, for example, Brazil has helPbd: forge a hemispheric consensus 
on eliminating agricultural export subsidies. That is important ~o farmers in the sertao, in the 
American heartland, and in rural areas throughout our hemispHere. ~d it is a problem we cannot 

I ' . 	 I ! 

solve through the ALCA, since 85% of the world's agricultur;al export subsidies originate in 
Brussels. If we do not eliminate these export subsidies, the benefits we draw from the ALCA in 

, 	 I , 

agriculture will.be liJ:r:ited and may be actually underm~ned. \\je must .tu:n .to the'Round, and 
work together, In partIcular to address our problems WIth Eurqpe. Th~s IS Just one of a 
remar~able set of opportunities and shared inter,ests in the nel Rbund; . 

• 	 iniagricultur<:t, we are looking beyond the elimination of export subsidies toward reduction 
of tariffs and trade-distorting domestic supports; and f6r guarantees that farmers and 
ranchers can use the most modern technologies without fear of trade discrimination. 

• 	 in the servic~~ industries, Brazilian architects, bankers lnd entrepien.eurs will benefit from 
a stronger GI~neral Agreement on Trade in Services (dATS) that opens markets and helps 
countries adopt fair and transparent regulatory policie~. : , 	 , ' 

I 

• 	 and our manufacturing industries will benefit from 10Jer tariffs a~d reduced impediments 
to' markets worldwide, as well as within the hemispher~. " 

As leading indu~trial and agricultural economies, we hLe a resp~nsibility to ensure that 
this Round remains focused on meaningful trade liberalizationlin,agricul~re, services and 
industria~ tariffs in a relatively-short, three-year round. To dol this, we must concentrate our 
negotiating energies (and political capital) on a tightly defined negotiation. We must avoid the 
temptation to pile onto the Seattle agenda., I might add that tHe latter approach is being promoted 
by the Europeans, who are scared to death of losing their sacr~d Comrrion Agricultural Policy. 
Don't go: down that road. A limited, strategic agenda is the kby to obtau:ung concrete results' in a 
time fra11).e that is meaningful for business people. ': 

CONCLUSION 
I I 

Thus, as we accelerate momentum in the ALCA talks~ as we open the new Round, we 
need to work together to build the hemispheric community arid the worl<;l economy of the next 
century. ,We must provide real, tangible evidence that we are moving forward in the ALCA, or 
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I 

I : 

we will quickly see global resolve for bold trade liberalization in the WTQ evaporate. This would 
squander two opportunities for leadership - one in our hemisphere and oriein the world. Without 
the leadership of key Brazilian officials - particularly the curreAt Foreign lyIinister of Brazil- the 
Uruguay Round would have never reached its potential and the same can be said of this next 
Round and of the ALCA. ' . 

W~ must act :now in the spirit of the leaders who fifty years agd, in the GATT and the Rio 
Treaty, joined together to create a hemispheric consensus for pbace, economic growth and shared 

, 	 I ., 

destiny; aJ?d perhaps even of those earlier adventurers, Cabral and Columqus, who were able in 
their time to envision and to create a new world. 

I 

It i:s a remarkable opportunity. I hope, and I believe, that ~e should make the most of it. 

IiThank you ve:ry much. 

. I 

I 
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SERVICES IN THE WORLD TRADING SYSTEM 
! ' 

Ambassador Richard Fisher 

Deputy United States Trade Representative 


. I:· : : 
. World Services Congress . . : 

Atlanta, Georgia 

November I, 1999 

, Good morning. Thank you, Dean, for that introductiop, and for inviting me to speak at 

such a,timely event.. .' I:: . . 
THE BENEFITS OF SERVICES TRADE 

, We are just a few weeks away from the WTO's MiL;terialCOnference in Seattle, and the 
launch of a new Round with services trade at the heart of its agenda. The work before us in the 
Round is vast. The services negotiating agenda will coverla broad range of industries, from 
finance and telecommunications to distribution, health, audio~isual,education, environmental 
protection, travel and tourism, construction, law, engineering, architecture, express delivery, and 
more. And within each of these industries, the issues werltust address are complex, demanding 

. I 

and sometimes unique to their field. I ; 
So as we begin to set specific objectives for the years ahead, ~ would like to offer some 

thoughts on our broader goals. 

: I ran an international investment finn and globally-diversified fund for twenty years, 
before being invited to serve my country. As a financial serVices prOfessional, I know frOm 
experience that success in any market access negotiation can be easily measured in new export 
opp~rtunities for service prOviders. Ifyou want to grow ~our profits, you have to have access to' 
new:markets to expand sales in a globalized economy. From my perspective as a public servant, I 

, . I . 

am also aware of the impact a strong services sector can have on the economy as a whole, 
thrOugh job creation and benefits for consumers. Here, ii is: worth r~viewing the experience of the 

Uni~.ed States. . . .1: : : : . . 
SERVICES IN THE U.S. ECONOMY 

Services industries in the U.S.A. provide nearly 1100 million)obs and $6 trillion worth of 
production - 70% of American GDP, and more' than on~ dollar in seven of world production. 

I: ' 
: Services are the infrastructure that allows our industrial and agricultural sectors to . 

function productively. For example, an open and comp~titive financial services sector prOvides 
ch~aper capital, allocates it more efficiently in support df ~conomi~ growth, and can better 
wit~stand fmancial market instability. Efficient transpOl~ and di,stribution helps our fanners get 
their products to market without spoilage and ensure th~t manufacturing components reach the 
fac'tory in time for production. 

I. 



, Prolific legal and accounting services give businesses the contractual and business 
framewqrk in which to function and promote confidence by cbnkumers. 'Efficient energy services 

energy transmission, distribution, and storage - promote cobpetitive energy markets and 
, I ' 

provide affordable energy to more companies and families. Software and information 
I 

dissemination are e:ssential to the functioning of all modem U.S~ industries. Our entertainment 
and arti~tic creation,s promote the free flow of ideas and infotbation while offering artistic and 
intellectUal diversity. The way we have developed new tecMologies, in particular the Internet and 

, , 
electronic commerce, has stimulated a vast increase in the efflciencyand productivity of service 

I 

industries. We in the U.S. have been blessed by a liberal and pro-gro~ approach to service 
sector development. 

, PROGRESS THUS FA!R I ' , 

. Globally, the Uruguay Round's creation of rules for ta~e in se~ices, together with 
specific commitments in a number of sectors - generally to rhaintain current levels ofmarket 
openness - was a fundamentally important step toward reali~in:g for the world what we have been 
experiencing in thf! U.S. 

Seventy governments from each part of the world, for example,' took the bull by the horns 
with the WTO's 1997 agreements on Financial Services and Bl,lsic Tele;communications. 

The Basic Telecom agreement, in effect for only a year and a half, is already yielding 
impres~ive results. Through commitments on market acces~, q.ational treatment and regulatory 
safeguards by these 70 WTO Members, it has encouraged billipns of dollars in international 
investment in new telecommunications facilities and significant job cre~tion. As a result, 
economical and highly efficient telecommunicationsservicek are removing geography (and 
border~) as constraints on delivery ofa broa:d range ofservibes and:products, and driying down 
costs for consumers. ' ' 

I 

Enforcement of the WTO agreement has forced dominant· carriers to reduce rates causing 
a surge in demand for telecommunications services and electronic cornmerce. For example, rates ' 

I , I" ' 
with most OECD countries have dropped to around 20 cents per minute, and in some cases (e.g., 
Canada, U.K.) rates are at 10 cents per minute and lower. Rates have 'been cut by one-halfon 
calls b~tween the United States and countries such as Japan' and Mexico in the 18 months since 
the WTO Telecommunications agreement went into force.,: ' , ' 

This benefits consumers in both the U.S. and foreigpcountri~s, and has led to a 
remarkable boom in investment in undersea fiber optic cab~es ,(which are forecast to expand 50
fold b~ the end of2001). Such expansion has created competition for' investment to develop 
region,al data and electronic commerce hubs, encouraging mariy WTO members like Hong 

I , ' 

Kong, Korea, Japan, India, Singapore and Jamaica - to unllaterally improve their market access 

c0I1ll1'¥tments. I . 
Likewise, the 1997 Financial Services Agreement represents a successful,joint effort by 

WTO 'Members 1:0 open markets to insurance, banking, sec~rities and :financial data services. The 
Agreement has already helped service suppliers to expand exi'sting operations and find new 

, ! 
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market cipportunitit~s across a wide spectrum of developed country and emerging markets, 
including Asia, Europe, Eastern Europe and Latin America. ~ 

Growth potential for competitive financial services suppliers i~ high, including to help 
emerging markets modernize their fmancial services systems ~nd to improve their infrastructure 
for trade in goods and services. In developed countries and rhany err:terging markets, people are 
living longer. At the same time, the pool of workers is shrinIHng in many countries. This places 
enormous pressure on governments to find new ways to guaiantee comfortflble and secure 

. retirements for their citizens. The budgetary implications of this are enormous and many 
countries looking more closely at further liberalizing insuranpe ~roducts or encouraging growth of 
private pensions as a supplement to existing governmental activities.' 

i 	 I :. ' 
THE WORK AHEAD :I 

~n the new Round, we can do more. There re~ainJbstanti~l b~rriers to trade, and 
therefore substantial opportunities: 

• 	 iInefficient, pollution-prone power and transport reduce 'efficiency, worsen the quality of 
, hfe, and waste investment. Energy firms experience barket et:ltry difficulties in too many 
;parts of thl~ world where such as restrictive regulato& practices, requirements that firms 
purchase energy from one supplier, and high licensirig fees for foreign firms work against 
:the interests of efficiency. ' ' 

• 	 ~In telecommunications, markets reserved for government monopolies make service worse 
,for consumers and business more difficult for firms. ISatellite and trans-?ceanic capacity is 
,expanding; rapidly, as new entrants unaffiliated with former national monopolies are 
; allowed to build facilities and provide service. By ohe :estiniate, telecom capacity across 

. 	 I . 
the Atlantic will expand by a factor ofmore than ten over the next five years, and across 
the Pacifi,~ by a factor of greater than forty. 

t : 

• 	 ' In many parts 9f the world, monopolies in distribution reduce the efficiency of fahns, , 
Ifisheries; some WTO Members do not allow foreigJcompanies to distribute products at 
, all. Companies cannot have adequate market accessl if th~y are~ot able .to provide - or 
; themselves have adequate access to wholesale and retall servIces, mamtenance and 
repair, transportation and other distribution-typ~ seJvices. " ' 

I 
• I In some economies, express delivery firms are unable to wholly own or control express 

, delivery operations, obtain courier licenses, truck libenses, customs brokerage licenses, or 
: bonded warehouse licenses. 	 . 

• 	 About a third of WTO members have not made commitments to permit healthcare services 
such as tdemedicine and remote diagnostics, whicH recently have emerged as cost
effective alternatives to the maintenance of expensi~emedical facilities. 

I, 	 :.' 
• 	 In the arc;:a of arts and entertainment, providers of cinema and ~~levision programming face 

a constantly changing, and unpredictable, array ofbamers, ranging from quotas to forced 
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investment requirements, often with the rationale of "pn;)tecting" national cultures. We 
realize that culture is important. Yet trade rules offer ithe flexibility to take cultural 
s,ensitivities into account, and in fact to affirmatively promote national cultures. In the . 
United States, for example, our GATS schedule reflects that only U.S. citizens and 
~ompanies are eligible for the limited assistance proviaed by our National Endowment for 

. . I < • 

the Arts 	 I ~, . 

• 	 ~he rec~nt global financial crisis has highlighted the nec~ssi~ of working to strengthen the 
world's fmancialsystems, and make them more open'l ~easureslike those exemplified by 
the Financial Services Agreement are important steps in that direction. Foreign . 
participation with fair competition in financial services is a key ingredient in building a 

I 	 ",! 

reliable and durable financial system. This in tum builds confidence, fosters growth, and is 
thus critical- for stability. < i 

, , 

Lest anyone think that export opportunities in services are only for developed countries, a 
number of developing countries, in their formal submissions to the WTO, have begun to identify 
sectors in which they have an export interest, including audiovisual services, tourism, private 
healthcare, computer services, and professional services. 

I 	 . . 

In addition,. some countries' interests in the negotiati(:ms lie il:1 better access for temporary 
. 	 " I , 

entry of:inqividuals- or "natural persons" - as services suppliers. Many U.S. companies share an 
interest in this area as well. . I: ' . : . . . 

PREPARING FOR THE ROUND 

. 	 I 
< To serve these diverse interests we must launch in Seattle a qisciplined negotiation that 

encompasses a broad array of sectors, reflecting interests of ~ wide range of WTO members, so as . 
to allow the negotiators the breadth of issues necessary to reklize attractive trade-offs. < 

< I. 	 :' 
We should work toward liberalizing substantially a b~o~d ra~ge of service sectors through 

several different types of negotiations. 
I 

I 

• 	 ¥"e must explore sectoral agreements, developed thr?ugh creatipn of "model" sets of 
GATS cOITlmitments for key sectors of interest to WTO Members. These model 
Schedules, or "templates," would be equivalent to thJ zero-for:-zero tariff elimination we 
have done for goods. I ~ 

• 	 We must examine cross-sectoral or "horizontal" methods of serVice liberalization, as 
referenced by Dean in his introductory comments, by, impro-ving regulatory practices 
hcross industries, for example, for all countries to pr6vide transparency and good- . 
government practices to ensure' that domestic regula~ions do :not undermine the value of 

bountry commitments. . 	 <I ,: ;. I '.' . 

• 	 And countries should retain the ability to make individual requests of trading partners 

~sing the "request-offer" approach used in the Uruguay Round.< 
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. . ~t t~e sam~~ time, v:e should take care. to ~nsure..t~at~h~}W;.,~~~~;o~~,~M;~p.l~lprevent 

dlscnmlpahon agamst partIcular modes of dehvenng servlces;>stlch.as,electr.oJI,lC;corpmerce. 
: ·"-~-'-·~h·:~~-·:y.."~~i4i;~.~·~~i:~~~ , 
We must anticipate the development of new techridlogi'es;6Example's;of:,fue;phlential of 

new telecommunications, information technologies and tfie)fitem~ff(j'-st:pp?ft~ffiRI~""i~';'services. . -I'" .4,...._. ",,,,,,,,,..,,.~ ~.. '~M;;'."",~",""",,,,,--,:>-

are obvi~us in almost every fidd, from colleges which canteaGb,J!9Jg.~e~.<!m.t~~!!.(~h~~ grant 
degrees via the Internet; to home entertainment products deli~eredbysatellite; JOlJ&gi~tance 
environmental monitoring ofair and water quality; and advanced health care delivere<i'directly to 
the home or to rural clinics via telemedicine. Service providJrs in years ,to comewiU find many 
new opportunities to use new technologies to deliver their ptoducts overseas, and should not 
encounter discrimination based on choice of techQ.ology. ' 

Electronic Commerce
I ' ' ~ 

I. ,J ; .,.), _.... "_ 
AnCillary to the services negotiations, but essential td sUccess in.keeping.the WTO at the 

forefront of economic activity, are our goals in electronic coilimerce. Glearly·anumber of 
service~ - telemedicine, distance education; some forms of eht~rtain:trient, news'- can be more 

efficien:IY and more easily delivered electronically '.1 ' i' ,,:-._ 
';Ne therefore have a broad program underway at the IWTO t<;> hdp ensure unimpeded 

development of electronic commerce, beginning at the Seattle Ministerial with our "duty-free 
cybers~ace" program, in which we are seeking extension of the WTO's current moratorium on 
applica~ion of tari1Ts to electronic transmissions. We are aslding countries to commit to avoid 
measures that unduly restrict development of electronic cOrrlmerce; to ensure'WTO rules do not 
discriminate against new technologies and methods of trade! to accord proper treatment of digital 
products under WTO rules; and to ensure full protection of intellectual, property rights on the Net. 
We.are:open to pursuing other issues in an ongoing work program. "Arid we are supporting a 
capacitY-building program, to help developing countries dev1elqp their ability to use the Internet;, 
speeding their development and technological progress. ! ' 

WTO Reform: Trade Facilitation and Capacity-Building 

:At the same time, we are developing ideas for refornLng and ~prOVing the WTO in some 
of the ~reas directly related to services. ' , ' 

iOne example is trade facilitation, with a special focus on ensuring timely, reliable, and , 
transparent customs procedures. This is especially importarlt in the context of distribution ' 

I , 

services an efficient distribution network can lose much of its valu~, i~ long delays let food spoil 
in transit or delay shipment of auto parts and semiconductors for factories. 

,. ...' 

PREPARING FOR A SUCCESSFUL NEGOTIATION 

'That is the substantive side of our preparation for srrvices component of the Round. 
Equally important are two elements of any successful u"'~';\J<JI"UVH. ertsuring'tharwereach a 
conclusion in a reasonable timeframe, and developing ori:the specificrisuit~ that 
conch.i~ion should. achieve. 

5 
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i 
:. . Timetable and Scope of Negoti~tions. ' , 

~e are wotking with other WTO members to set a tiLe:table'an9. a negotiating agenda 

that will ensure that the Round yields significant benefits rapidly. •.• 


. ~e have se:t a goal of concluding the negotiations wi lhi~ three years. We have also 

proposd! a limitea and manageable agenda. The operative words in .th~ last ~entence bear 

repeating: "a limited and manageable agenda." If the serviccis negotiations are to succeed in a 

reasona~le time, it is very important for the WTO reach con~ensus on this point. 


I am thinking especially of developing countries. Tht have 'leg~timate concerns about 
implembnting commitITlents - especially in services but also lin 'areas: like agriculture and 
intellectual property. As such, they are highly unlikely to accept a set,of entirely new issues. 
While we have stfl:lng consensus for talks on the "built-in agenda" for services and agriculture, 
together with a number of industrial products, issues such asl competition policy and investment 
have nQ such consensus, Ifwe are to get results in a relatively short time, we must be disciplined 
and focused in selecting our agenda. I'; 

ACCESSIONS AND REGIONAL INITIAT,IVES 
I ' 

i ' :' .:, 

Before concluding, I would like to mention the WTO accessions and also the regional 
initiati~es presently underway. We envision setting precedehts'and dev~loping models for the 

, achiev~ments we can reach in the Round .. At last count,the~e fire 33 separate negotiations on 
accessh:)fls to the WTO and regional initiatives underway. I. : I '., 

,With respect to the WTO accessions, in the past year we have completed the accessions of 
Latvia and Kyrgyzstan. Estonia's accession is completed aJd awaiting ,parliamentary approval. 
We have completed bilateral negotiations with Albania, Croatia, Georgia and Taiwan; and made 
signifi~ant progress on a number of other accessions, including those of China, Armenia, Oman, 
Jordan: In each of these, we have sought commitments in ~roader ranges of service sectors, and 
agreement to participate in the Financial Services and Basic IT~lecommunications agreements. 
These set baselint:s for future accessions, an example for improving the commitments of today's 
WTO fuembers, and a foundation from which we can work In the next round. 

, Regional initiatives also play an important role. 

:An especially important case is the work toward establishment of a Free Trade Area of the 
Americas the FT AA, or the Spanish acronym, the ALCA.I These talks include a Negotiating 
Group ;on Services, which like the other FT AA Groups completed an "annotated outline" of an 
FT AA'services chapter this fall. This will both help us crea~e an early ~odel for worldwide 
liberalization of services trade, and build a Western Hemisphere consensus on shared goals as the 
Round approaches. The trade ministers of the 34 democratically-elecfed governments of the 
Hemispherewill meet on Wednesday and Thursday of this ~e~k in Toronto. They will be 
announcing that Argentina will assume the chair of the FT A.A, and ,that the government under 
newly ~lected President de la Rua will be charged with drafting of the FT AA agreement by mid
2001. ' 
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Other regional arrangements have similar benefits fo~ services. In the Transatlantic . 
Economic Partnership (TEP) with the Eur()pean Union, the U.S. is working toward a framework 
for negotiating Mutual Recognition Agreements - that is, a~eeing to recognize accreditation or 
licensing granted by one another's regulatory bodies - in setices fields. In Japan, Washington 
and Tokyo have for three years now jointly engaged in an Enhanced Initiative on Deregulation 
and Competition, in which we have agreed upon concrete d~re~lat9ry:measures in sectors 
including telecommunications, financial services, energy and distribution services, as well as 

I 

broader ho~zonta! issues su~h as transparency. And in .the ~re~ident' s Africa in.itiati~e, we ~e 
strengthenmg GA rs COmmItments for a.number of Afncan members, and working with African 

I • 

goveIID?ents to irriprove capacity-building in areas such as fmance ~ndtelecommunications. 

CONCLUSION 

the bottom line for services is that we have set an agenda, together with methods of 
negotiation, that can substantially open world services markbts' in the new Round. And through 
our WTO accessions and regional initiatives, we have be~ t~ set concrete precedents on the 
results we can achieve worldwide. 

,If we succeed, the results will be truly profound. Servi~e provi?ers, of course, will have 
vast new opportunities in a more open world. But the achierement will go much deeper: a more 
stable and productive world economy, greater competition and greater affordability for·consumers 
of services, and a rising quality of life for the world's peopl~; a world which offers its young 
people more opportunity and more hope than ever before. j . f 

Thank you. 
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. I"A:chieving the Vision: Brazil and the United States in the New Century
'" 	 I, , 

, 	 Ambassador Richard 'Fi~h~r' ' 
I' ,

Deputy U.S. Trade Representative' 
, 	 I ; 
Brazil-U.S. Business Council 


Washington, DC 


January 19, 2000 , 
, ,I I 

I 
Thank you very much. I am very pleased to be here with my friend Ambassador Barbosa 

and with each of you, as we celebrate the new millennium and prep~re for Brazil's own 500th 

anniversary celebration - what we might call YVlK - on the nnd of April. 
. ' 	 !, I 


I; , 
: 


• I last met with the Council quite recently - in fact, Ith~s past Optober. But we have had a 
lot ofwater under the bridge since then. As we see in the aftermath of the WTO's Ministerial 
Conference in Seattle, trade policy is under closer scrutin~; i~ asked to do more; and arouses 
stronger emotions than ever before. So this afternoon I wpuld like to offer some thoughts on the 
goals and principles of our trade policies; the concerns about the trading system here and abroad; 
and the road fOIwardin the context of the longer-term ag~nda of the World Trade Organization, 
and ~e Free Trade Area of the Americas, or Area de LiVI~ ~omerci~ das Americas. 

: 	 THE PRINCIPLES: , 

; , Let me begin with the goals we seek in each of thte efforts. They are simple and clear: a 
stronger peace in the western hemisphere and around the/world; eco~omic development and rising 
standards of living for Americans and for our neighbors; an~ the cre,ation of a more decent and 
just world economy. And for fifty years, since the era o~Franklin Roosevelt and the Rio Treaty, 
our commitment to open markets has helped us reach these' goals. ' 

: This is clear in logic. By opening markets to oJ a~othe~'s goods and services: 

We strengthen P!!ace. As we become one anothL,~ investors and customers, we gain 
greater stakes in one another's stability and groJ-ihl strengthening hopes for a lasting 

, 	 , 
peace. 

We promote investment, development and gr01h.: As ~1;lsinesses gain the opportunity to 
export and sell to wider markets, they developeco~omie~ of scale and 'are more able to 
invest in technology and employment. LikewisJ, an open economy means access to the 
most modem technologies and management exJ,ertise, helping poorer nations develop, 

. I,' 
more rapidly. 	 I:' ' 

I 	 ' 
We raise living standards. The competition inherentinan economy open to imports 
ensures that families have the widest choice of ~09ds an9, services at the best prices. This 

i 



is most important of all for the poor, whose expenses on food, Clothing and basic home 
'appliances are greatest. ' 

, : 

And we improve the quality of life. As economies grow, governments gain the resources 
,that help them to address social concerns, from envitonmental protection to workplace 

I . , 

'standards, health and hunger more effectively. 

THE RECORD 

I It is also clear in practical experience. The United States and Brazil have been partners in 
the development of the trading system for more than fifty y6ars, as founding members of the 
GATT'in 1948. More recently, we have been leaders in th~ development of regional integration 
efforts,- for our part, the North American Free Trade Agre~ment apd the Caribbean Basin . 
Initiative; on the part of Brazil, Mercosul; and now our wotk together on the FT AAIALCA. , 

. I : 
i And the record we have built is very good. Since 1950, world trade has grown fifteen-

fold. World economic production has grown six-fold, and per capita income nearly tripled. For 
Brazil! since the c!arly 1970s, opening world markets have ~llqwed Brazil's exports to rise by 
725%i and to diversify from a reliance on natural resource industries and coffee to manufactured 
goods:and value-added agriculture. . I:,: . . 

. And these statistics mean life has improved nearly ~veIywhere in the world. During the 
same period, world life expectancy grew by twenty years; ihfant mortality fell by two-thirds, and 

I , 

still more sharply in Brazil. In every country participating in this gr()wthoftrade, daily life has 
been enriched in perhaps small but remarkable ways: the trhpical fruit and green vegetables our 
trade with Brazil offers Americans in mid-January is just 0te exampl~, and a case .study . 

! And in the financial crisis ofthe past two years, the tr~ding system proved its worth in 
another way. It has been a period of enormous human stre1ss,: which continues today. The signs 

! I , 

of recovery we see now owe most to the fortitude of ordinary people, and to the skill and 
determination with which President Cardoso anp others haye1handled this crisis. But they are also 
testirriony to the importance of the trading system, which during this ~risis has helped to guarantee 
markets essential for their recovery--- Brazil's exports to the ;United States have reached record 
levels this year-- and enabled governments to avoid the d6structive temptations of protection and 
retaliation which made the Depression of the 1930s so de~astating.
'Ii., 

, THE OPPORTUNITIES AND CHALLENGES OF THE PRESENT 

Today we have the opportunity togo further. 
I 

i Brazil and the US, for example, share a strong interest in 6pening agricultural trade. This 
I ' . 

is tl;le central issue for any new Round of negotiations at tqe WTO, and Brazil will lead the 
hemi~phere on agricultural trade negotiations as Chair of the' FTAAIALCA Negotiating Group on 

I 
2 

·1 

, 
I 



" 

, 
Agriculture beginning this month. 

: We are bothcommitted to the development ofnew ~?f~{i~~~~~\i~~~~2~~~~ that our 
less pr0sperous m:ighbors gain all the advantages' western 
hemisphere and on the world scale. 

, . . -" 
" ... 1'~ "", '-- "";"' '~:l'''-":. 

: We both see clearly the challenges that the ,,,"',hr',., ip sci~nceand technology has put 
before us: from the development of electronic commerce the Internet, to' the 'issues raised by 
the ap~lication of biotechnology techniques to agriculture. ' 

j " • 

, And yet we are also aware of growing challenges and concerns abo.~t trade policy and 
the tra~ing systeni.' These have been evident for some time, but were most obvious during the 

WTO'~ Ministerial Conference in Seattle last month. I' , 1 ; • ":' ":, ~' ,_ , 'I 

, : I " . 
, The WTO members, as Ambassador Barshefsky said, camewidi good'Will and the intent 
I I - ... ' ...~ , 

to laul1ch a new Round, centered upon the negotiations to which all WTO members were already 
I ." " " ... 

coIIIrilitted on agriculture and the services industries, butal,soitaking up teGl1n910gy, trade 
facilitation and ot.her topics. As all ofyou are aware, this did not happen. The Ministerial . 
suspended without opening a Round. And as we look ahedd, :without· engaging in competitions to 
assign: or avoid blame, we should understand and act on th~ reasons 'it did so. 

:. . I; : . 
: In my opinion, in Seattle we saw the convergence qftl1,reefundameriicil problems: 

. First, the difficulty of many of the negotiating issuel t~ems~lves.'The"European Union, for 
. I 

, example, remains unwilling to contemplate major c~anges in its agricultural subsidies and 
1 protection. Japan has similar constraints. Developing countries feel more power to 
; demand market access concessions from the indust~a~ world - which is healthy - but often 

remain ambivalent about their own obligations, in this, case:qy requesting broad 
exemptions from a number of commitments they have already made. And we in the 
United States, of course, have our own sensitivitie~ td address as well. 

Second, criticism of the WTO -- oftenjustified-- ol i~stitutional grounds. 
I I " 

Many WTO members - principally newer Jerhbers, small countries and the least 
developed - felt unable to contribute to thelnegotiations as fully as they should, or 
even excluded. These concerns can and must be met: the UnitedStates has 
proposed jointly with Bangladesh and four h.fricannations, for example, a set of 
capacity-building measures that will help, ~nd we ar~ looking forward to the 
results of consultations by the WTO's Director-Gen~ral on. broader procedural 
issues. 

At the same time, outside the WTO, civil society organizati~h~~rgtie9jhat the 
system is not transparent and accessibleen6ugh. So.m~ ofthes~~concerns are 

". ,.,. f!I.,~n., ·~.• .., __.•••)t ,. ""_~. _ 
. "'.",~ . ; . 
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n:asonable: a business, or a citizen group, concerned with a trade dispute at the 
I I ~ 

WTO ought to be able to see the panel argument. And the trading system must be 
mature and responsive enough to act on reako~able; constructive criticisms, if it is 
to enjoy the support it should have in the Ydars ahead. 

And third, a set of concerns that go beyond trade pLiCY per ~e. Many in the developed 
world feel that policies to promote growth and opeh markets worldwide have outpaced 
policies to address sustainable development and wJrking conditions. These fears are 
balanced by suspicions in poorer countries that the~e concerns might be abused to 
discrimirtate against their products, and that the wdrld is already less open to the products 
in which they hold comparative advantages. !, , , 

, Taken together, these gaps -- but I'think above all the reluctance of the EU and Japan to 
engage on agriculture -- ultimately made launch of a Rouna impossible. And thus Ambassador 
Barshefsky decided to suspend the Ministerial, and give thb various delegations time to refocus on 
their goals, review their negotiating positions and perhaps ~evelop some' fresh ideas. All countries 
need to reflect on their responsibilities. Certainly our trading partners look to both Brazil and the 

, I , 

United States for leadership; and indeed, Minister Lampreia played a central and constructive role 
in det,ermining the best approach after talks began to break down In Seattle. But there also must 
be global leadership if a global trade negotiation is to succ6ect. ' , 

1 I' , 
: This type of breakdpwn, I should note, is actlmlly nothing n~w. Typically, the trading 

system has movl~d ahead despite, or even as a result of, pe'riddic breakdowns - or, to borrow 
President Cardoso's metaphor, like water wearing away a Istone. Our work to establish the 
General Agreement on Trade and Tariffs in 1948, for exarbp~e, built upon a failure to set up an 
"Intemational Trade Organization" in 1947. More recently, GATT members failed to launch the 
Uruguay Round in 1982, and to conclude it in 1990; the more rec~nt negotiations on Financial 
Services and Basic Telecom also collapsed; and all ultimatblYended in success. 
i.', I; :, 

, I 

I However, while we should not exaggerate the prooleI'ns of: the moment, neither can we 
afford to be complacent. Our task is to ensure that the tra~lirig system responds to constructive 
criticism, from both inside and outside; makes the institutibn~l adjustments necessary to 
accommodate' a broader and more diverse membership; an~ develops a negotiating agenda that 
will take advantage of the opportunities before us, at minhllUhI tm:ough the launch of broad 
negol,ialions in agriCUlture and services as already SChedUlr': ' 

PROGRESS OF THE FTAAIALCA 
, . I':, 

In this, the WTO can draw lessons from our experienbe with the FT AAJALCA talks. 
I , . 

IThe FT AAJALCA is an extraordinarily ambitious'l a~d co~pl;ex, initiative. It brlngs 
together 34 democratic nations - from continental giants like, the U.S. and Brazil, to least 
developed nations like Haiti and Honduras. It addresses t&e most complex issues: the opening of 

I 
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services markets, the development or'electronic commerce, the response to the growing interest in 
trade ~nd trade policy by civil society, and more. And its r~w~rds a~e commensurately great. 

I.' .' 
. In the largest sense, it is an effort to capitalize on a llIlique hemispheric convergence of 

values, and ideas - democratic governance, free and open markets, ~hared destiny. In more 
concrete economic terms, it is a project of growth and risin1g living standards for the entire 
Western Hemisphere. By 2005, it will create a single tradelzohe which includes nearly a billion 
people; which deepens a trading community that already takes more than half of all the goods 
exports from both Brazil and the United States; and which is~etch~s a(.";ross a vast section ofthe 
globe:"" south from Alaska and the Canadian Arctic to Cape Iforn;,and west from Recife to the 
Hawaiian Islands. . . 

! And thus far we have proven up to the task. Over the nearly two years since the Summit 
ofthe:Americas in Santiago, we have discussed the outline's Qfthe:FTAAlALCA. And in Toronto 
last N~vember _.' almost unnoticed in the storm ofpublicity given 9~r agreement on China's WTO 
accession and the Seattle Ministerial-- we committed oursblves to' begin drafting the actual text of 

I ' the agreement. I I . 

: That marks a fundamental step forward. Oill hemilpneriC ~epublics have discussed the 
free trade zone concept on several occasions in the past, atlthe various inspirations of Simon 
Bolivar, James G. Blaine and John F. Kennedy. But the Thronto meeting marked the moment at 

, . I , 

which, for the first time in the history of the independent Western hemisphere, we set down to the 

~~~ili . I:' 
THE ROAD FORWARD . 

" . . I; , , . 
· Much work remains ahead, of course. But I think W~ can draw some lessons from our 

success thus far, because the FTAAIALCA talks have addres'sed some of the issues raised by our 
experyence in Seattle in a thoughtful and effective way. 

I 

· I. 
· First, the: FTAAIALCA offers some ideas and 'precedents for addressing the issues of 

transparency and inclusion that were so evident in Seattle. I I ; . 

, The FTAAIALCA, for the fIrst time in any major ~ternati~n~l trade negotiation, 
established a Committee on Civil Society. Since 1998, it has: solicited ideas and input from 
anyone wishing to contribute to the work ofthe governm~nts involved in the negotiations. We 
took submissions from each part of the hemisphere: Brazil and the, United States; Canada; the 
Caribbean islands; Central America; the Andes; and the sdut~ern cone. And we heard from 68 
groups ranging from the Brazilian National Confederatiod of Industry, to the Consultative Andean 

I . 
Labor Council, the Ecuadorian Center for Environmental ~aw, ancfthe Latin American School of 
Socia:! Sciences in Chile. ': I t i 

The report to Ministers summarizing the sUbmissJns from ~iVil soCiety has been posted on 
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, I 

. 	 I 
I 

the FTAAJALCA web page-- an important step in ensurin~ t~e broad~st debate and ~onsensus 
for our approach. In Toronto, Ministers or Vice Ministers from 221 FTAAJALCA participants 
attendbd a civil society forum which deepened and extended ~is exch{tnge. And as a result, the 
FTAAVALCA talks have developed a base ofpublic underst~ding and support which will help us 
imme~sely as the. negotiations proceed. Brazil and the Uniteq Stat78lJeed to ensure that the 
FTAAJALCA continues to, move ahead in an environment ~f 9pel1I?~SS and dialogue with the 
public: 	 ' I, I I 

I 	 i 
, 	 i : 

.. Second, the substantive work of the FT AAJALCA in the year ahead, as it opens 
hemispheric trade, can help to build consensus for broader 1n~ltilat~~al negotiations. 

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

. Especially important here will be Brazil's work as Chair of ~he.Agricultural Negotiating 
Group!. This will help us confirm the hemispheric consensJs ~n such issues as elimination of 
agricultural export subsidies, and extend it to other issues spclI as tllriffs, domestic supports and 
the pr6per treatment of biotechnology. It will also ensure tha~ WTO members which have 
OPPOSy? agricultural trad~ reform, n~tably in ~urope, wi!l. ~eeifarmers in .~he U.S:, C~nada, Bra~il, 
Argentma and elsewhere m our hemtsphere gam competitive advantages If they contmue to restst 

: 	 I:. j , 	 ,
progr~ss. 

! ' : I 
i And third, the FTAAJALCA is implementing practical! business facilitation measures that 

bring immediate benefit, which the WTO can draw upon as it !approaches questions of trade 
facilitation. In 1999, the suggestions and technical assistance 'your,Council provided helped us 
agree bn practical business facilitation reforms in eight separate fieids,:frorirensuring that visa and 
customs requirements are posted on the web to streamlined c~stonis procedures for express 
shipm~nts and commercial samples. Your. support for this ~e~r's secondroundofbusiness . 
facilit~tion, in which we are looking toward such measures !as iadopting OECD privacy principles, 
electr<?nic signatures, eliminating redundant testing and certification requirements, and ensuring 
duty-free cyber-space, will be equally important. . , 

I 

! : " . ~ 

. CONCLUSION: THE CENTRAL VISION ,, 
" 

':, What is most important, however, is the central visipni repr~se~ted by ,the FTAAJALCA, 
and also by the WTO: a community ofnations, united by hig~ ideals and practical goals, and . 
movrng toward a future ofpeace, development, and shared destiny: . 

; 	 ,! i' 
I 	 . . I I 

i The counsel of logic, and the experience ofhistory, Itel:l us this is the right vision. As 
neighbors and as partners, we have worked towards its realizdtion for half a century. And this 
generJtion of Americans and Brazilians has the chance to abcbmpllsh the integration of the 
hemispheric economy; the development of the' world tradin~ ~ysteri1; the coor9ination ofthese 
initiatives with protection of the environment we hold in trtistiforfuture generations and the well
being pf working: people. ' II : .. . 

I'I 	 I, 

: This is not an easy vision to achieve; and in fact, nothilng i~p0:tant is ever easy. But we 
, ' , ' 

I I, 
I I 
I 
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should always aim high, despite the fact that our goarmaYDthJj:(fi~#I:t~t(j:fe:~~h;~~~ai'rtwe do not 
,.,,",. _.,.~ .... ~,._.J.~._..,_',,~ "~'~' ... ~;h wl'-;,.;· .... 7~"'r~ftl;~·.'-::-", 

always succeed the first time, we should not be tempte<i .to,g~ye.up.=·-~.~~"'·;~];:~'~~:1'~:?·

; '. ·I·;~=~r,;~:~: ..~~~=~::: 
i That, above all,is the lesson we should take from fhe.w:or~oLthe:past.y,~at;~,I(we 

remeptber it; if we continue to work together as the leaders ~fthe1Americas;-ifvve:remain true to . 
the shared vaIUt::s and ideals which have brought us thisfa~; we'canapproacn the·'i:liture with great 
confidence. ·!I . !";"" .' .... : ..".,:. 

,. 

I 
I 
I' 

I ! 

I 
I 
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US-Japan Trade Relations, Deregulation, in~ the, Road Ahead 

Ambassador Richard Fishe~
I' ' 

Deputy U.S. Trade Represent~tive ' 

US-Japan Society , ,
NewYork,NY 

January 27. 2000 

~hank you very much. 
, . i j, ' 

As you are all aware, 1999 was a very lively year in trade. And most of you will also be 
aware that during 1999, the headlines did not always go to Jkpan. But while history sometimes 
proceeds ahead with shouting, pUblicity and street marches t a;5 in our agreement with China or 
the W170's Ministerial Conference in Seattle - at other times it proceeds more quietly but with 
implications equally important. 'I ' ' . 

I • 

'And that is the case, I maintain, in many of our negQtiations on trade with Japan over the 
past tw,o years. Next week, I will meet with my fellow cO':charr, Deputy Foreign Minister Yoshiji 
Nogami, to discuss the third year of the' so-called "Enhanced Initiative on Deregulation arid 

I , 

Competition Polic:y" created by President Clinton and then-Prime Minister Hashimoto at the 
Denvet G-8 Sunitnit in 1997. It is a slightly dull name for alvery exciting and fundamentatly 
important medium for decisions: effecting Japan's transition to a new economic model at home; 
and, with this domestic transition, an accompanying transitibn:to a less acrimonious trad~ 
relationship. I • 

NEW CHALLENG~S : 

~ Let me be:gin this discussion by looking backward.lo~er the past fifteen years, our trade 
relations with Japan have fundamentally changed. In the early and mid-1980s, trade policy 
focused essentially on managing Japanese iinports in autosJ steel and other manufacttiringsectors .. 

I I 

Today, we focus largely on the Japanese market. 

: . This reflects changes in our economic relationship. Ten years ago, as we all well 
remert.ber, Japan was booming and America was questioning its future. The speculation at home 
and abroad was ~hat America had entered a period of long-terin decline; and that Japan, with . 
superior manufacturing processes and greater social stabilitY, woula inevitably take America's 
place~s the world's lea4ing economic power. American seholars were writing that Japan was 
"number one;" Japanese propagandists spoke of a Japan th~t could, simply ~'say no." The '. 
prevailing state ofmind was illustrated very well by Paul w'enpedy in the hot book of 1987, The 

, 1 !, ' 

Rise and Fall of the Great Powers: I 

"The task facing American statesmen over the next d~cades i~ to recognize that 
broad trends are under way, and that there is a need. to "manage" affairs so that the 
relative erosion of the United States position takes Ipl~ce s:!oothly and slowly." 



II 


I I 
, [. i 

Today, the tables have turned: the hot books are saying more ,or less the same thing about 
Japan's relative erosion and tamped-down prospects. And Atnericans are in a bit of a chest- . 
thumping mood. I should say that this is a bit overdone, of dourse. ':Ne, have reason to take pride 
in our work over the past decade on the budget, crime, scientific and technological progress and 

: I' , 
so forth~. But we also have reason to be somewhat humble, in the face of the work remaining to 

I I' - , 

address'poverty, improve elementary and secondary education *nd many other social problems. 
, ' , I 'I 

;Likewise, Japan also retains the strengths its arunireJs ~oint~d to ten years ago. Its ' 
manufacturing industries this year will produce almost as mJcQ as America's, in a country with 
halfoui- population; and in an economy three fifths our size,/Japanese firms, universities and 
government laboratories will invest as much money as we'do in state~of-the-artresearch and 

, I ' . 
development. Its entrepreneurs are among the world's most creativ.e and adaptable - as we see, 
for example, in the success of Japanese popular culture, mokt ~ecentIy the Pokemon empire, here 
in the U.S. In social terms, Japan remains the envy of the wbrld: its, citizens have the world's 
longest average lifespan; its students rate at the top of comJarktive,international surveys; its 
streets are virtually free of crime. . i I 

, /: . 

. I?ut Japan's problems are also quite real: we are all iW~ll aw~re of their manifestation in a 
decade of low growth, financial difficulties and declining c~rq.petitj,:,eness. However, I do not 
believe these are insoluble problems. They arise from spec,ific policies, which in tum reflect an 
outdated regulatory philosophy which both weakens existihg:companies and acts to prevent new 
ones from emerging. Trade policy and, specifically,our joint

l 
exercise in Deregulation and . 

Competition can help Japan address this problem. ! i ' 
I ;
I , 

MACHINE AGE AND INFORMATION AGE 

: Our modem economy has drawn a great deal fro~ ~e Jap~nese experience: the quality 
and productivi~v of American manufacturing today has built;tipo~ both the competitive spur 
Japanese companies have provided, and upon lessons drar~ from Japanese factories. 

Likewise, Japan can draw upon some of our expehe~ce as it takes up the problems it has 
exp~rienced in the past decade. I I 

Fundamentally, I believe that the roots of japan'sipr~sent:problems lie in its slow 
tran~ition from the age of machinery to the age of information. This in tum rests in the slow 
transition Japanese government officials and industrialle~ders have made from an era in which 
government h(:lped to control economic outcomes to ond in which government provides the 
impartial and transparent regulation that can spur compe~ition and innovation. 

,I : 

r This is a field in which the United States can claim agenuine and long-term, although 
perhaps still partial, success. Much ofour present econ6mlc buoyance derives, I believe, from a 

I" • 

decision to leave the regulatory fields of the 1930s, I940s and 1950s - in which government 
imposed controls over input, output and prices. This in~olved setting airline schedules, 
monitoring and controlling wages, telling farmers what to :grow, and setting rates for phone, 
power and sirnilar services. . '" 

2 



I
I i 

I , , 
Our move away from this approach has been a slow, difJ}cuJt,lbut also successful and 

bipartisan approach. It began with Alfred Kahn and the Carter~dmi~istration in energy, airlines 
and then telecommunications, and has since moved into many other industries. At the same time, 
we have' progressively opened our economy to tr.,.de andcorrtpetitiori. And as a result, many of 
our industries have b!!come innovative in adopting new tecluiol<;>gies and internationally much 

more ~;"petitive than they 'might have been ten years ago.! : " . ' 

This se,t of reforms, however, has been premised not on: a nihilistic premise that the best 
government is no government. Rather, it accepts an importdnt:and in some areas 'growing role for 
impartial regulation. Above all, as government turns decisi~ns:on pri~es and production levels to 
the private sector and the market, it can concentrate more effeC(tively on areas which the market 
will not always offer solutions. These include areas such as/environmental protection, public , 
health and consumer protection, in which companies can at times find regulation burdensome but 
where regulation overall can promote efficiency, reduce wastei and offer us a combination of 
industrial growth and a rising quality of life. I:, ' 

I ; 
, This shift has been much slower in Japan. Japanesermlnistrles remain far more concerned 

than their Americ;ancounterparts about overseeing prices, production, competition (from 
domestic sources as well as from abroad) and economic outc<jmes.' And their instinct is, of ' 
course, to protect the market share, revenue and employm~nt:Oftheir industrial clients, whether in 

,power, heavy industry, housing, telecommunications or natural resources. As a result, a Japanese 
comp~ny today pays mO,re for everything it needs to run it~1 busine~s ~ from telephone calls, to 
energy bills, office rent, construction materials and beyond ~han its foreign competitors. 

This in tum creates a series of competitive probleJs. ;Highphone rates mean that 
American's use their telecom network, by minutes of use, !tluiee times more than the Japanese. 
This means Japanese Internet usage is well below American levels, ,and that Japan begins to lag 
behi~d in the development of electronic commerce. More; broadly speaking, the barriers to , 
formation of new businesses with new ideas are higher in Japan; and existing companies are subtly 
weakened and become less able to compete with foreign ijrrns. That in tum creates a cycle in 
which industries, unable to compete, lobby for protection i- ~nd once they receive it, feel no need 
to adapt to newer methods. So rather than encouraging companies, to become leaner, more 
efficient and productive, the Japanese government is sheltering them from competition and 

creating a downward spira1. I :i" " ' 
, , 

, This is the foundation, by the way, ofJapanese activism Qn the anti-dumping issues: 
Japan's recent push for a revision of the U.S. anti-dumpihg law is at bottom away to avoid 
restJ:ucturing of the steel industry. And you can see it inlorie sector after another - from 
traditional industries like construction, sawmills, agriculture, air services, to newer sectors such as 

: I ! 

nursing homes and fiber-optic cable. ' ; 

U.S. TRADE POLICY 

Ultimately Japan has to make the leap away frOl~ c~ntrol1i~g outcomes to accepting 
competition. And Japan must make that decision itself, ,in its own interest. ,These are intimidating 
anq. difficult decisions which raise concerns about job tep-ure an<;i family security and ultimately I; , ' 
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I 
I 

I 

I 
I 

I 
I ' 

social stability. The recent fonnation of an LDP party gro~p ito ,"study" the purPorted negative 
impact of regulatory change on small businesses is a case in noint. ' 

I I : 
But these are, I hope, minority views; they are clearly; incorrect views. The small business 

sector in Japan, for example, has benefitted more than any other from the space created by
I 

deregulation to date. And we can see the profound and posi~ive effect of deregulation in many 
other areas. For example, Japan deregulated the cellular phoneiindustry in 1993; and since then, 
cell phone prices have plunged, cell phone use has grown rerharkably, with private investment in 

I 

mobile service likely to reach $14 billion this year. In real-life tenns, this means millions of 
familie~ and hundreds of thousands of businesses have gaine~ conve~ience and efficiency. 

, I I 
I . I; I, 

I' , 

:This is an especially important story for our topic of(tr~de policy. The fact is, our trade 
negot*ions so often portrayed as confrontations in whicry decisions to open markets are 
"victories" for th~! United States and "defeats" for Japan - ~re:to the contrary procedures from 
which 'both sides can see results that create new opportuniti'es for economic growth and 
technological progress. Because the fact is, the deregulatioh of Japan's cell phone market is 
indee9 the result of a trade agreementwe reached in 1993. i ! ' 

; In many other areas the story is the same. Financial services is an example, in which 
Japan;s successfhl implementation of the measures containfd ,in our 1995 agreement on financial 
services complements Japan's own liberalization under the/"Big B~ng." Here, Japan has allowed 
new products liberalizing securities derivatives, promoting ~ mote vigorous asset-backed 
securities mallet, and introducing defined contribution pe~si~n plans. It has fostered 
competition, through liberalizing foreign exchange tradingl easing~gistration for new companies, 
and aUowing cross-entry among financial industry segments.; And; it has enhanced its accounting 
and disclosure standards. As time passes, full and effectivk regulatory refonn of Japan's fmandal 
markets will increase competition, help improve Japan's 16ng-tenll growth prospects, and 
contribute to a wider variety of investment opportunities ~or indiv:iduals and Japanese companies. 

Our trade policies, of course, are rooted in the int~rests of the United States in a more 
operi Japanese market. But the over-regulation, lack of competition and infonnal cartels we are 
attempting to address are also barriers between Japan and the infonnation age; that is, between an 
era of slow growth and. shrinking horizons and one of prJgress, optimism and returning strength. 
The matters of which I speak are not about "the U.S. ver~us Japan.'~ They are about "Japan 

1 I I ' 

versus the Future." This fact, evident in the cellular phone anecdote, is clear on a much larger 
scare in the Enhanced Initiative on Deregulation and Corltpetition Policy.

I ' '. I, " 
• I In telecommunications, we agreed at the Binningha'rn Summit of 1998 on a set of 

measures to reduce interconnection costs, cut the cost of telephone service by hundreds of 
millions of dollars and speed up introduction of riew telecommunications. To be sure, 
many beneficiaries will be American telecom cotPpanies .hoping to sell new services in 
Japan; but every Japanese finn will also find itself more competitive, as costs decline and 
ability to use the Internet and other innovations rise. Today, because ofNTT's· 
ineffidencyand regulatory sway, Japanese busi~essespay ab<?ut 30 cents a minute to make 
a phone call from Tokyo to Osaka, whereas we pay about 10 cents a minute for a call 
from Washington to New York, an equivalent dIstance. Telecommunications costs in the

/. ; . 
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. 	 ·~!-t{:t~I'1~lf 
Infonnation Age are the equivalent of the co;; ~~,;~~~J~t~fe+t~ffect of 
NTT's monopoly power in today's economy is-thus,equivalentJp.)'maiiBi:saYiiig it will 
insist on paying $86 a barrel for crude oil, three·timJs-mor~:t~an;~Ily.';'6f;its/~oilipetitors, 
just to feather the nestof ~ne Japanese oil c?mpa~YJ'T~!~~~::~~.t~_n~~Y~b~Ui~hdfnd the 
real-world. effects are ObVIOUS, for example m the fact tliat only a~Ixth-of'japanese

.'. " . . 'j ..~" '. ,_.. 1 -"><~ ,. ,- "" ":~'''.-' .;,_:~';';;_ 

house~olds, compared to halfof Amenca's, are nO'l hru.c~~:;~:~~~~~t~;.~~,~~~~;~· 

• 	 In housing, we have agreed that Japan would adopt performance-based standards and 
testing requirements equivalent to those used around t~e world~ ThesemeaSlires will open 
ppportunities for American construction firms and'shppliers; but they also reduce the cost 
of housing for families and building rental for busincisses-- especially new ventures.' 

• 	 And in energy , we want new competitors to enter thl ~lectriCi~ generation'market. We 
are workillg together to bring Japan from a monopoty ~o a c~m:pet~tiv,~ ekctrical market, 
eliminating market access barriers such as burdensome; testing and, inspection-requirements' 
and using performance-:based standards rather than riaqow, technical standards in energy. 

, The goal is to reduce electricity costs in Japan to intbmationally.:competitivelevels. This 
means taking on the entrenched interests of incumbdntelectric 'utilities, no easy feat. 
Success here would present opportunities for Ameribn serVice' providers, but will also 

I' 	 " ,
result in lower barriers to entry for Japanese entrepreneurs, ~nd greater competitiveness 
for existing Japanese companie~. ; , 

, In the we~:ks ahead, we will build on these achievemerits. Last October, Ambassador 
I 	 ' 

Foley presented a 45-page set of specific recommendations in ihese!s',ectors and in tp.any new 
areas. To cite some important and promising areas - ' 

.. We have asked that Japan adopt a "Big Bang" in telec~mm~nications, analogous to the 
financial Big Bang of 1997. This would fundamentJUyreorient Japan's 
telecommunications policies; rewriting regulatory pdlicies a~d encouragirig the rapid 
introduction of new services. 

I " 

• 	 In the medical field, we have proposed a series of conc!rete measures that will make new 
pharmaceuticals available more quickly, speed apprdva:l of dew' medical devices and ' 
medicines, and make regulatory policy more transp~reI?t and predictable. - , 

I' ,. 
• 	 In energy, we have offered ideas on incentives for competitIon; transparencyinregulation 

and reducing barriers to investment and market enni-.: ' 

• 	 And we make further reco~endations in a b~oad rlnge ofsectors and cross-cutting 
poli~y areas, from housing to fmancial services,disilibution: ~o'mpetition policy. and 
transparency. 

. ........ ;.,' 
 ~. 

,ENTREPRENEURIAL SOIC:~TY'_ ' .. ,~,~:-:<:'..,~;':~:~"~, 
The work of deregulation may be complex. For some, It may, even !ieem almJe,dull 

:" : . ~ . '. ~ '.'."" 'r ... ·~·.,...t.:;o::" .. ~~t 

..~. ).",:'.::. ;:. ':'~'~':-"i-:;i_'I~·:,,:,':;;~'::-~~;~'4~:~ 
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I. , 

although not for some of our negotiating counterparts, whq continu~ to see deregulation as a 
negotiating "concession" and perhaps a threat to some of the companIes they oversee. But as 
these negotiators recognize - although in a way that is ultirltaiely uphelpful to the old keiretsu or 
the monopolist like NIT - the effects of deregulation can tie profoood. . 

At the most immediate level, it means concrete and Irri~asur~ble benefits: lower costs for 
communications, office space and energy. Which in tum means more efficient companies and 
better returns on investment. Which in tum means improvJd opportunities for economic growth. 

But a second effect may be still more important. Thlt is, Mirii~tries may remain reflexively 
suspicious of and conservative toward deregulation, to say holhingof Diet members who are, 
looking to protect themselves and their patrons in any upcobring eh;~ctlons. But at the broader 
level Japan's government has intellectually accepted its imp,ortance, saying that its goal is to 
replace a "bureaucrat-led culture" with an entrepreneurial sbciety. Trade policy is a means to that 

I 
end. This includes not only the Enhanced Initiative but the 67 agreements we have with Japan in 
fields from agriculture to insurance, high technology and man~facttiring. The work underway in 
the Enhanced Initiative, therefore, has parallels with our wdrkon a :series of topics that could 
make up a separate speech, about the serious concerns we ha\/e with respect to flat glass, steel, . 

insurance, and autos and auto parts. , "I!. ' ' 

c.. Successful negotiations ultimately will help Japan create the'non-ciiscriminatory, 
transparent laws and regulations that ease trade and entrep~ndurialactivity,and encourage 
efficient allocation of investment. Thus they offer a chance to break the cycle of declining 
competitiveness and rising costs; to provide opportunities fJr people with ideas and new products 
to enter the markc::t; to give Japanese consumers today a gre1ater variety of goods and services at . 
better prices; and to give Japan as a nation greater strength ~nd confidence in the future~ 

CONCLUSION 

In parallei with this, my hope is that the legacy of a decade ,of trade negotiations with' 
.' i I . , 

Japan, beyond any specific agreement or export figure, will be a third transition in the trade . 
relationship. Having moved from a focus on restricting Jap~dse imports to a focus on opening 
and deregulating the Japanese market, we can now perhaps begin to'move again, from an era in 

, which trade negotiations are considered largely adversarial tb an era: in which both sides see the 
I , 

benefits clearly and view themselves as benefitting from each other's success. . ,' 

. This will not be an easy transition, because it is a traJsiiion o{mind as w~ll as policy. But 

l 
1 

I 

• 

if it does take root, and helps to guide the next set of trade negotiations with Japan, we will have 
done something of great importance. I 

That is, we will stabilize the overall political relationJhip, which' is so important not only 
for our two countries but for the world. And we will at last Jnable thi's alliance to reach its full 
potential. As a creator ofwealth for our countries and ournbighbors. As a source of ideas,

1 

invention and science that will astonish the world. And as it !has beep, far the past halfcentury, as 
the strongest guarantee of lasting peace in the Asian-Pacific. 
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I'll leave it there, and I thank you very much. 
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Remarks by I 

Ambassador Richard Fisher :, 
Deputy United States Trade Rip~esentati've 

Brazilian-American Chamber Of Commerce 
Sao Paolo, Brazil! ' 
February 15, 2000 ; , I, 

, 	 I : 
[Text as Prepared for D~livery] . 

I I 

Thank you' very much. I am pleased to be here, alfh6ugh a li~le surprised, as I am sure 
many of you am, that I am the keynote. I 

I 
. 	 I 

Secretary Daley asked me to express his regrets. fie was loqking forward very much to 
coming. But President Clinton asked him to return to th~ United States for the day, because as 
we speak the President and the Secretary are meeting wi~h our country's largest Internet 
companies. 'i;'

I: ! 

Over the past week, a serious problem has developed - hackers are jamming the Internet, 
cutting off commerce. In our country, so dependent on i'nformation technologies, this is an area 

· d" 	 It at nee h ds lmme late attentIOn. 	 ' I' ' , 

I : 

" ' In fact; for all ofus in the hemisphere to reap th~ benefits of this technology, we must find 
appropriate ways of ensuring its reliability. Several of t~e tompariles on this trade mission are 
engaged in e-commerce as their primary business, and aU of the others use the Internet in the 

I , 

conduct of thf!ir business. I am confident that we will find the solutions to these latest incidents. , 
I 
t 	 I • 

i 

Yesterday, we spent a productive day with our Dusiness qelegation in Brasilia. There we, 
had a very productive meeting with President Cardoso ~nq sev~ral ministers, including Ministers 
Alcides Tapias and Luiz Felipe Lampreia. They talked! about the full range of trade and 
investment issues of importance to Brazil and the U.S.) in;cluding the Free Trade Area of the 
Americas (ALCA Associacaode livre Comercio daslAI'neric~~), the World Trade Organization, 
and bilateral issues such as intellectual property, steel and elec~onic commerce. 

, , What's most important is that our business dellgation ~s: h~re in force '19 American 
I 


companies 8.11 prepared to do more business with Brazil. I ,

! . 

I 
Giants like AT&T that has been in Brazil for rhu~h o(the last century, and now does 

almost $3 billion in business in Latin America. " ; : 
I f 

My fellow Texan Terry Thome is here from .qnrbn Coq,~ Enroll. has $2.8 billion invested 
in Brazil from electric generators to natural gas am~ distribution. '. 

We have agri-chemicalcompanies and Pharmlceuticalc~mpanies like Pfizer, and are very 
pleased to have the Chairman of Merck with us - Raymond Gilmartin. Since 1996, our 

I 
I 
I 
I 
I 

I 
I 
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" 

-~g~ffflii~~!t-
phannaceutical industry has committed to invest morethan'$2ibiU~OB'ih,.BraZq;;~~4·',f~i:>ther $2 
billion is estimated to come in the next five yearS.- .","", 'II;_~,-., ·;~j.~0..:.;:..:..;~;;,,;£;:;:;;;.f!,~;.;;;:, 

, ' ,.; :'i:·:;t=~:~;·~~~;~'.=~,;i':~:~~~~ , 
And we have smaller companies, like MCM Enterpris~,with 20'employees',lfiafwant to 

sell devices that monitor hydroelectric generators. ',J, ! :~:-r'C:~·",~,~',:~~:~~;;~·;~::'· 
, I' , .. " , .. ,::. '., ,:::'.::,,;,;_~'T'" 

And there is The Fluency Group - with six full-time workdrs·- that sells a test to examine 
English proficiency. ' I: ' ' " ,.,' ,", 

I 

Se VosaJsTes Ta Sem 0 MayoPortugues, A-O nfw:'Irili ~asfar. 
! I 

(If they tested my Portuguese, I would not pass thf trst). ' .' , 
, I ',' "'e' ,," ,,' ' 

It is because of companies like these that the United States now has $38 billion invested in 
Brazil, more than any other country. Brazil and the U.S. Ha~e been partners for more than 50 
years in developing a trading system - si~ce we both wer,b found~ngmefubetfrof the GATT in 
1948. " ,I" : ",~': ,'" ... , 

~ , 

More n:cently, we led in developing regional integr~tion e~fbrts for our part, the North 
American Free Trade Agreement and the Caribbean Basin Ipitiative; on the part of Brazil, 
Mercosul; and now our work together on the FTAAlALtA:. ' 

I ,: 

" I ',e " '" , ' ' 
The record we have built is extremely good. Since 1 950, world trade has grown fifteen· 

fold. World economic production has grown six-fold, arid per c~pita income nearly tripled. For 
Brazil, since the early I 970s, opening world markets ha~ allowed B.razil' s exports to rise by 725 
percent. ' I: " 

I : 
, I . ' 

Especially in the fmancial crisis of the past two years, the trading system proved its worth 
in another way. I know it has been a period of enonn01:is human and commercial stress, which , ' 
,continues today. But we are seeing the signs ofrecovery here in Brazil, thanks to the fortitude 

. and industriousness ofordinary people, and tothe.skill irit,h which Brazilian policymakers have 
avoided the financial shoals. .I: 

i, : 
Our ability to weather the stonn is also testimo~y to the importance of an open trading, 

system. During this crisis it helped to guarantee marke~s essential' for Brazil's and other 
, I' , 

countries' recovery. " i I . ' 

, Fortunately, the U.S. economy continued to e~band through'the financed tunnoil in Asia, 
Russia, and Latin America,providing an enonnous, c~ti~al oU,tlet fo~,production from countries 
whose own consumption was falling. ' I"" " . ' 

I , 

For example, last year the U.S.-was Brazil's m,bst impo~~nt and b~~tp~rforiTiirig export 
market. Brazil's exports to the United States wereuPI 10 percenf hist year, ..whiie-~?'~Qrts to 

. l !. :' ~t > ~ c, .....::\ . .r·\!~:-»;•.;.. :~~;._

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

I : 

I
'I j 

, I 

Europe declined '7 percent and exports to Mercosur fell 24 ~eicent. The openness of the U.S. 
market enabled Brazil and other governments inthe region ,to cushion the effect of domestic 
recession and to avoid the destructive temptations of protectionism.' ' . I .' , ' 

, 

We now have the opportunity to go further muchifurther. Through the ALCA and the 
WTO we have the opportunity to expand trade - in both directions - between Brazil and the U.S. 
to an even greater extent than we have in recent years. ~, ' 

, I' , , 
We should ask ourselves, for example: why is the U.S. selling 50 percent more to Korea ' 

than to Brazil? Why does the U.S. buy nearly three times ~s much from Korea than from Brazil? 
We have enormous opportunities in the immediate future to change that situation for our mutual 
benefit. I ' 

I, 
I , 

To start with, Brazil and the U.S. share a strong interest in opening agricultural markets. 
This is the central issue for any new Round of negotiatiorls at the WTO, as well as iri the ALCA, 

, I, ' 

and Brazil will chair the agricultural negotiations at the FT AAJALCA. So Brazil can set the pace 
for that negotiating group. I: ~' 

l' 1 ' •. ' 

Within the WTO, of course, we face great challe~g~s in negotiating agriculture. The 
European Union remains unwilling to contemplate major; changes in 'its agricultural subsidies and 
protection. This is a time-worn problem. The EU accorlnts for 85 percent ofthe trade distorting 
export subsidies in the world. Japan has also severe pOlitical constraints in agriculture. Prime 
Minister Obuc:hi is loath to confronthis agricultural sector.; , ' I 

Similarly, the current political position of Presid~nt,;Kim undermines his ability to reform 
Korea's rice sector. The bottom line is that it will be extremely difficult to get significant 
liberalization in agriculture in the face of such a strong cOristellation ofprotectionist forces. 

I, ' 

lNeveltheless, B~azil and the U.S. must continue to: show ~eadership in moving the trading 
system forward, notwithstanding the setback in Seattle'! Other countries in the WTO also 

I 

recognize the: need to press forward. In Geneva, various delegations have begun to refocus on 
their goals, fI!view their negotiating positions, and are de~eloping some fresh ideas. On Monday a 
week ago, the General Council of the WTO in Geneva iinitiated the mandated negotiations in both 
agriculture and services. 'I : 

I : 
All countrie~ will need to put their shoulders t6 th'e wheel, moving toward successful 

I ' 
negotiations in those two critical areas now that we Iha:ve firm dates to begin February 21. for 
services, and March 22 for agriculture. , We also must !pll;rsue adqitional areas of negotiation and 
work in the WTO, for example, in industrial market aycess, trade facilitation, and new 
technologies. I 

I, , 

Certainly our trading partners look to both Br~zil and,the United States for leadership; 
Ambassador Barshefsky is working overtime to detetine the best approach to move toward 

i I 
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initiating a new round. 

, Indeed, Minister Lampreia and I discussed this matter;yesterday, EU Commissioner Pascal 
Lamy will be in Brazil the week of March 21, and then Mihis~erLampreia will be visiting 
Secretary Daley and Ambassador Barshefsky in Washingtdn March 28-29. 

, I . . ; : 
'So we will see if we can tum rhetoric into action. ' This much we know: for our part we 

will not announce a round until we are certain the EU can ~eliver ori ~griculture to make a round 
worthwhile. Keep in mind, trade rounds often begin fits ahd lstart~.·, . 

The type: of breakdown experienced in Seattle is Jth~ng n~~. 
. I". . , 

Work to establish the GATT in 1948, for examplel built upo~ a fail~re to set up an 
"International Trade Organization" in 1947. GATT membe~s failed to launch a New Round in 
1982, and to conclude the Uruguay Round in 1990; the rebe~t negotIations on Financial Services 
and Basic Telecom also collapsed. I . 

But all ultimately ended in success. I 
I 

While we should not exaggerate the problems, neither can we afford to be complacent. 
Our task is to ensure that the trading system responds to ¢onstructive criticism, from both inside 
and outside; makes the institutional adjustments necessary to accommodate a broader and more 
diverse memb~:rship; and develops a negotiating agenda that will: take advantage of the 
opportunities before us. "I :' ..' 

In this, the WTO ca~ draw lessons from our expJri~nce with the FT AAJALCA talks. 
I • 

The FTAAJ ALCA is an extraordinarily ambitious, rind complicated, initiative. It brings 
together 34 democratic nations - from continental giant~ like the U.S. and Brazil, to least 
developed nations like Haiti and Honduras. It addresse~ the mO,st complex issues: the opening of 
services markets, the development of electronic commetce, the response to the growing interest in 
trade and trade policy by civil society, and more. BQt itk rewar9s ~re commensurately great. 

By 2005, it will create a single trade zone Whichlin~ludes :nearly a billion people; which 
deepens a trading community that already takes more tlian' half of all the goods exported from 
both Brazil and the United States. . 

. Thus far we have proven up to the task. Over t~e nearlytwo years since the Summit of 
the Americas in Santiago, we have constructed the out,lines of the FTANALCA. 

. I 
And in Toronto last November- we committed ourselves to begin drafting the actual text 

of the agreement. . I: •. . 
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That marks a fundamental step forward. Our heniiS~heriC r~publiCS have discussed the 
free trade zone concept on innumerable occasions in the paSt., Any student of our hemisphere's 
history, can recite the free trade proposals of Simon Bolivat, James G. Blaine and Benito Juarez. 
I doubt that anyone in the room, however, knows of the diMogue on free trade between Thomas 
Jefferson and the Brazilian priest Father Serra. I,. 

The Toronto meeting marked the moment at WhiChl f~r the fir~t time in the history of the 
independent Western hemisphere, we set out to actually drltft: the provision of the agreement 
itself./ : I . ' 

. ,'f 

. . Ii, 
Much work remains ahead, of course. But I think ~e can draw some lessons from our 

success thus far, because the FTAAIALCA talks have addressed spm~ of the issues raised by our 
experience in Sf:attle in a thoughtful and effective way. I; :" . . 

First, it offers some ideas and precedents for addressing the issues of transparency and 
inclusion that were so evident in Seattle. I i 

The FTAAI ALCA, for the first time in any major ~ntemational trade negotiation, 
established a Committee on Civil Society. Since 1998, it has solicited ideas and input from 
anyone wishing to contribute. We heard from 68 groups rlmging from the Brazilian National 
Confederation of Industry, to the Consultative Andean Labor C,ouncil, the Ecuadorian Center for 
Environmental Law, and the Latin American School of Sbci'al Sci~nces in Chile. The comments 
are posted on the Internet. ,1: . :1 

I ' 
In Toronto, Ministers and Vice Ministers from 22 c~untries ' attended a civil society 

forum, which deepened and extended this exchange. It was orderly:and informative and free of 
the rancor which infected Seattle. As a result, the talks ~ave begun to develop a base ofpublic. 
understanding and support which will help us immensely as the negotiations proceed. Brazil and 
the United States need to ensure that the talks continue t6 move ahead in an environment of 
openness and dialogue with the pUblic. ' I .; , 

I 
Second, the substantive work of the FTAAIALqA in the year ,ahead, as it opens 

hemispheric trade, can help to build consensus for broader:multilat~ral negotiations. 

. ' Especially important here will be Brazil's work L~hai~ of:the Agricultural Negotiating 
I I ,

Group. This will help us reach a consensus on eliminating agricultural export subsidies, ~nd a 
consensus on other issues such as tariffs, domestic suPJorts, and t\1e proper treatment of 
biotechnology. The latter is a very important issue for roth ou: countries. 

It will also ensure th~t WTO members which h~ve: opp~sed agricultural trade reform, 
notably in Europe,will see farmers in the U.S., Canadai, Brazil; Argentina and elsewhere in our 
hemisphere gain competitive advantages. . I 
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, . 

. And third" the FT AAJALCA is implementing practi~al \busiriess facilitation measures that 
bring immediate benefit. These range from ensuring visa and ~ustoms:requirements are posted on 
the web, to streamlined customs procedures for express shiiments and commercial samples. 

. Now we are looking toward such measures as adopting OECD privacy principles in 
electronic commerce, electronic signatures, eliminating reddndant testing and certification 
requirements, and ensuring duty-free cyber-space~ , l 

1 

The U.S. I:omrnitment was launched by a Democratic President, Bill Clinton,but it's 
noteworthy that a leading Republican candidate, George BJsh; favored the concept in his first' 
foreign policy sp~:ech. They both see what is most importarit, namely, the central vision 
represented by thl:: FTAAJALCA: a community of nations, Jnited by high ideals and practical . 
goals, and moving toward afuture ofpeace, development, kd shared prosperity. 

As neighbors and as partners, we have worked tow1d:its r~alization for half a century. 
We nowhave the chance to accomplish the integration of the hemispheric economy.' , 

I I 

This will not be easy to achieve; nothing important is ever easy. But we should always 
aim high - just as. the companies with us today are aiming High. . , 

We sh.ould approach the future with great confidenL,like water wearing away the stone 
that used to frustrate our common destiny. 

Thank yO'lL 
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AMERICAN TRADE POLICY AND l1HE TRADE BALANCE . I I 
. I : ' , 

Oral Statement of Ambassado~ ~chard Fisher 

Deputy U.S. Trade Representative,
I: " 

U.S. Trade Deficit Review Commission 
Washington. D.G.: .. 

I : 
February 24, 2000 I 

. \ ! . 

. Russell Baker of the New York Times used to say that Americans will "do anything for . 
Latin America but read about it or think about it." I imag~ne~he would modify this somewhat if 
asked about trade deficits: Americans read about them, b,ut rarely:think about them and what they , 
mean. 

I applaud the Commission's work. By making us l1hillk about the trade deficit, the results 
ofyour hearings and research can be immensely valuable~s the public and Congress debate 
American trade policy in the years ahead. \ i 

, U.S~ TRADE RECORD AND PHILOSOPHY . . 
: I! 

I will open by making a few points about the generll philo~ophy of American trade policy, 
and then discuss th~ interplay of trade policy and the trade ~eficit. ' , 

U.S. trade policy gene~ally has not set the goal of alhi:evin~ particular levels of trade 
. balance. To begin with, as previous Administration witneskes befo,re the Committee have noted, 

overall balance kvels are mainly the result ofmacroecon0r¥id factors .. For example, the robust 
growth in the United States in.the past two years, in contrast to weak growth and recessions 

I 

abroad, have helped to increase the trade deficit. . , 

Our view, therefore, is that U.S. trade policy should be measured by its success in 
achieving goals such as removing foreign barriers to our exports; and by fundamentalresults such 
as expanding exports and the high paying jobs they support, raising real purchasing power and 
living standards fi)r Americans, and encouraging long term ~~wth. , This has been the guiding 
principle of American trade policy since the New Deal Under the Administration ofFranklin 
Roosevelt. 

CLINTON ADMINISTRATION RECORD 

Since then, Administrations of both parties have desi~n~d trade :POliCY less to achieve 
particular levels of import-export balance than to contribute to 'larger economic goals of rising 
living standards and long-term growth. And the Clinton Adfuinistration'strade policies have been 
squarely in this tradition. . 

, . 
, 

I 



I 
I
I I 

I , 
, ' 
I ' ;

, ! 

, 

\ , 

Buildi~g upon a bipartisan record of achievementl fo'r which Arilbassador Hills among 
others deserves a great deal of credit, we have completed1ne,arly 300 separate trade agreements. 
These include three which have fundamentally changed ok country's trade environment, both 
through further opening our own economy and through greatly incre'asing the opportunities 
available to us in foreign markets. , 11: " , ' 

I " I
I' ' 

, First, we' cemented our most important relationships: those with our irnrriediate ,
• 	 I 

neighbors, Canada and Mexico, which make up more thanlone dollar in three of all our trade with 
, 	 I 

the world - through passage of the North American Free ~ra~e Agreement in 1993. 
, 	 ' I,; . 

Second, we strengthened the rule of law and opene~ mark~ts worldwide through the 
completion of the Uruguay Round Agreements and creatiol1 ~ftheWTO in· 1995. Together with 
this we have pUrsued numerous bilatenil market-opening agreeme*~ with Japan, Europe, Canada, 
Latin America and Korea. Our agreement on China's WTO accession is a similar step forward, 
opening the markets of the world's most populous nation t~ a ,degree unprecedented in the ' 
~~~ 	 I . 


I 

I 


Third, afh:r the creation of the WTO, we completed 'a set ofagreements on iriformation 
technology prodm:ts, telecommunications, financial serviceslland most recently electronic ' 
,commerce, that open the world to the high-tech products ana services in which our country . I, ' 

excels. ' , ' I I ' ' " 


, 	 i" 
Thus, tradt: policy together with a strengthening cotnrhitrnent to education and job 

training, investments in scIence and technology at home, and \a restoration Qf fiscal discipline - has 
helped to fundamentally improve our country's situation. II: ' 

I I 

Ninety-three years ago, Winston Churchill proclaimed that: 
I 

I; 	 , . 
"the country in which the superfine processes are perf9rmed ...: the superfine [being], the 
most complicated terminal stages ofmanufacture - is th~ country which possesses that 
which [is] called commercial 'leadership. '" \'., 

I : 
Over the past decade, America has indeed built a recor~ qf comin~rcialleadership: 

I ' 

• 	 Growth: Our economy has expanded 31% to $9.2 trill~ori in real terms, during the longest 
economic expansion in America's history. The expansion of exports during this period, 
totaling well over $300 billion, accounted for a third o~our gro:wth until the recent ' 
fmandal crisis. Especially impressive has been the gro~ in American manufacturing, 
with production rising from $1 trillion to $1.4 trillion dOring this' period. 

I , 
I : 

• 	 Job Creation: Our economy has created over 20 millionneW jobs, including a net gain of 
I 

259,000 manufacturing jobs. 	 1 I 

\ 
I ' : 
I

2, ' I 
I 

I 
, I, 



1. 

Interesling to note: net job creation in Gennanyahd:Japan, whom we once held up as the 
I 

paragons of excellence, rose by a paltry 130,000 jobs over'the same period. Both are 
trade surplus countries (as is Russia, incidentally. \ My staff infonned me this morning that 
Russia's surplus on goods trade is $32 billion' th,e third I,argest of any country). In 
contrast to Japan and Gennany, our unemploymeht rates have fallen from 7.3% to 4.0%. 
This is the lowest unemployment rate since Janua~ ~f 19~0. 'These benefits have been 
shared widely throughout our economy, with African-American and Hispanic 
unemployment rates the lowest ever measured. NJarly 12 million American jobs are 

,I • 

related to exports. I': 

'\" 
 , 

• 	 Technological Progress: Our economy is more coJnpetiti~e, with unprecedented 
technological advance and rising rates of investme*t. : Impartial observers have rated us 
the world's most competitive economy for the past\se~en year:s. 

• 	 Increased Investor Confidence: Our competitive superiority has attracted massive capital 
flows into the U.S. The United States' share ofwotld:foreign direct investment has 
sharply increased, with foreign countries investment rising from $45 billion in 1994 to 
$193 billion in 1998 (Gennany, I am told, has invested more in the U.S.A. in the last three 
years than in Europe). Many had expressed fears that 'a more open world would promote 
investment in c?~ntries.w,ith lower wages or weaket\ la~or an,d environmental stand.ards. 
Investment deCISIOns obViously have many causes, D,ut expenence shows that our high 
standards have not been a deterrent to investment in1the United States. 

Ii, I 

• 	 Rising Living Standards: Our familie~ enjoy higher l~vi~g standards, with average wages 
for non-supervisory workers reversing a twenty-yearldeclineto grow by 6.8% in real 
tenns since: 1992; record rates ofhome ownership; sl1arp declines in the poverty rate; and 
unprecedented growth of family assets, investment in! mtItuabfunds, and other measures of 
fmancial well-being. Over 80 million Americans are now invested in equities. This is a 
dramatic statement of the evolution of our society: any astute politician will notice that as 
many people read the green (Money) section of USA Today a~do the red (Sports) section. 
The American dream used to be owning a home; now\it ~s to also own a well-perfonning 
mutual fund, ' • ' ' 

I, " : 
I: , , 

• 	 Economic Security: While trade is often considered a fadtor promoting change, trade 
policy has also helped to give us guarantees of econo~c secuniy in crisis. This was made 
very clear during the Asian financial crisis, when our netWork bf trade agreements helped 

I , ' 

to prevent a worldwide cycle of protection and retaliation that would have done immense 
damage to American fanners, manufacturing exporters\ao:d o~ oV,erall economic health. 

Finally, a cornment that is particularly relevant to my g~neration. I mentioned that our 
. 	 ' I ' I 

unemployment rate has fallen to its lowest level since 1970, w~en.we last had 4% unemployment. 
In 1970, trade as a fraction of GDP - the sum of exports and imports of goods and services - was 

, 	 ,I 

13%. Today it is 31%. Then, at the height of the hot war in VietJ.1am and the Cold War with the 
I ;, 
I ! 

3 
\ 
I 



I ' , 

I ' 
Soviet Union, defense spending accounted for 8% ofGDP. Today it accounts for 3%. We have 
accomplished since 1970 a shift from creating employmeht and structuring our economy through 
conducting and preparing for war to an economy driven by the more peaceful challenge of 
competing internationally on the economic front. \ : 

. I 

THE TRADE DEFICrr 
! 
I ' 

Based on these most fundamental criteria, therefore, t~ade policy should be judged a 
I 

success. The record of the past seven years, however, has also coincided with a sharp increase in 
our trade imbalance, from a rough balance during the last recession in 1991, to a deficit (goods 
and services) of about 1.4% ofGDP in the period between; 1994-1997 (compared to 3.2% of 
GDP in the late 1980s); and then to last year's level of$27~ ~illio~, or 2.9% ofGDP. 

I 

Administtation officials appearing in previous meetihgs ofth~ Trade Deficit Review 
I . . 

Commission, notably Dr. Robert Lawrence of the Council of Economic Advisors, have ably laid 
out the reasons for this increasing deficit. As Dr. Lawrenc~ noted, the' growth of the deficit has 

. 	 I 1 ' been dnven by many factors, most notably: 	 I ' . \ 

\ : 
• 	 The strong growth of the U.S. economy coupled with weaker'economies abroad. This 

reflects the: recent financial crisis, which cut U.S. exports to South Korea, the ASEAN 
states and much of South America; the recession in Japan, leading to a decline of 

I ' 

approximately $8 billion in exports; and a period of slower growth in Europe. Thus, while 
I . 

imports have continued to grow at rates comparable to those.ofthe mid-1990s, exports 
remained at levels between $917 billion and $932 billl,ion frolT,l1996 to 1998, and have 
only recently begun to grow again. 

1 

. 	 I 
• 	 Stronger U. S. national investment, given that investment rates have risen more rapidly 

than national savings rates (since 1991 national inves~~nt rates have grown by 4.4% 
points while· national· savings rate are up by 2.5% points): 

\ , 

I 
The difference in growth between the U.S. and the rest ofthe world has led to an increase 

in our trade deficits with almost all ofour major trading partn6rs: ' ,
I '. 
I 

'I ; 
, ' 

Goods Trade Deficit ($Biliions)* 
\' 	 .; 

j \ 	 1, 

Country! Region . 	 1999* Change 
Japan 	 56.1 billion 7319 billion . 17.8 billion 

I ' China 	 49.7 68,7. 19.0 
Other Asia 	 15.8 44 11 ·28.3'1 
EU-15 	 16.8 43.[7 ,,26.9 
NAFTA 	 30.0 54.9 .24.9 
Latin America ( excluding Mexico) 9.3 surplus 3.2\ 

I ' 
.' 12.5 

\ I 

4 \ 
1 
I 

I 
\ I 

I 
\ 



I, ;, 

*Final 1999 service export figures by country will\nJt be ~vai1able for several months. ' 
The U.S. typically runs a substantial services trade surplus; the fig4res above thus represent only 
goods trade and overstate the total goods and services traae imbalance. 

\ ' ,: 
Looking ahead, it appears likely that strong growth in the :U.S. market will keep imports 

growing. This is not a cause for regret; as noted earlier, itnports tend to promote competition, 
raise living standards and keep inflation low. Go to any st6re where ordinary Americans shop
Target or Home Depot or, in the rural areas of East Texasl D,ollarGeneral, and you will see the 
shelves stocked with imported goods that help our cons~ers stretch their hard-earned dollars 
and cut the cost ofliving. ' "" \";, ' 

U.S. expol1s of goods and services appear to be resuming thdr earlier rapid growth as 
prospects for the world economy are beginning to brighted, and global growth accelerates. 
Exports of American goods and services have risen fromy~ar,earlier levels for the last 8 months 
(through December 1999) with an average monthly gain 0£3.7%, whereas in II out of the 
preceding 12 mOi1ths (May 1998 to April 1999) they had fa:Uen. 

'\ : 'I 

, '\ !
TRADE POLICY AND FUTURE TRADE BALANCE LEVELS 

As this analysis and statistical review indicates, tradJ P~liCY ii likely to have only a small 
effect on overall U.S. trade balance levels., \ 

, , 

Conceptually, a return to substantially higher trade bkmlers, would kill two birds with one 
stone: protectionism would be very damaging to America's boor and would likely prompt 
retaliation against American farmers and manufacturing workers, while having at most a minimal 
effect on U.S. deficit levels. In fact, by threatening foreign '~conomies and reducing demand 
overseas, it ~ould simply shrinkboth exports and imports, ahd ,would be likely to force,American 
workers to move from higher-wage, higher-skill fields to les~ rewarding jobs. 

I , 

A further program of market-opening - as we have IJid ',out in our negotiating agenda at 
, the WTO, with our major bilateral trading partners, and with \re~pect to China's WTO accession 

will allow us to build upon the successes we have achieved tHus' far in te'rms of fostering higher
wage jobs and long-term, sustainable growth and rising living standards. Trade policy will not, 
however; be the principal factor either in determining the diff'er~nt rates of growth at home and 

, . overseas, or in changing national savings and investment pa.tttmf' ; 

It will, howl!ver, contribute to the more fundamental goals of;;tll bur e'conomic policies: 
sustainable long-term growt~; rising standards of living at alll~v~ls of American society; and our 
broader aspirations for the rule of law and strengthening inte~at~onal 'peace. , 

I 
CONCLUSION I 

, I ' 

As we conside'r the questions raised by the trade deficii, a~d by trade policy ~ore 
, 
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. .~?lf[~~~!i!~:ft~·
generally, the counsel oflogic,and the lessons of experi'ence;'arel:ciear~~0pen"marki~,1:~~and free 
trade are of fundamental importance to America' s econoitii~'ajia:itf~f~j~~'uii~fe1iis'f~;~,' 

. ··.t:r :-~:~=~:=~Z·:tt1!?· 
To turn our back on open trade would be to accept a'l()w~rst~rl.qaId9niYiiig~~·ss of 

export opportunities, reduced rates of investment in plant~1 andhicing,and ultimateIy~'~~19SS of 
national strength and influence· worldwide. I .' : . . '.. ".. " 

I; .' . . 
To accept an open economy for ourselves, and to promote freer trade worldwide, is to set 

high standards fix ourselves; to open new possibilities forbur working people and industries; to 
. I , .'. . 

reduce the cost of the essentials of life for the poor; . and to\ a~cept our: responsibility for world 
leadership. . I:" 

. I' 
That is the policy of the Clinton Administration, an~ i~ is one we are proud to maintain. 

I ; 
',. :.",Thank you very much. 

\ 
I 
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New England and 

,The New England "",,vu,u,",u 

'"' '.. ~ '. 

China's 

Ambassador ............AU... 

Deputy U.S. Trade 

. ..Washington, DC 

March 8, 2000 

Thank you all very much for coming, and special thanI(s to Jay Dunn for. bringing us " 
together this afternoon. Let me begin with a brief introductio~ ofmy ·agency, and then turn to our 
central issue priodty for the coming year. . /: ",'., 

USTR INTRODUC'nbN , , ' ; 
" I ' ,.,'; ,,-'.... ,.... 

At the Office of the U.S. Trade Representative, we have one,ofthe smallest agencies in 
I ' 

government. As Daniel Webster once said of DartmouthC;0llege, it· is a small place but I love it 
anyway. We have 178 full-time employees and a budget of$26 niillion; which is in fact not much 
more than the Dj~fense Department spends on stationery e+r}ryear. With this we address $2 
trillion in U.S. trade with the world; we monitor and enforfe pundreds of agr~ements; and with 
help and advice from Congress, we develop the AmeriCanride ag~nda ~orthe 'future. 

" We believe in open and fair competition, together with strong standards to ensure 
protection for our consumers, workers and environment. h.t:hom~ we are committed to an open 
market which increases competition and choice. OverseaJ, we create opportunity for American 

, I ' 

businesses, working people and farmers as we remove trade barriyrs,cut foreign subsidies and 
fight unfair trade practices. 'I, ,;, ' ' 

Under President Clinton, these principles have hel'perl us ~egotiate nearly 300 separate, 
trade agreements, including the North American I:ree Tra(feAgreement, which cemented our 
strategic relationship with Canada and Mexico; the Uru~ay Rou,nd;which created the'World 
Trade Organization; and three agreements on InformatioJ Technology, Basic , ," 
Telecommunications and Financial Services, which in tot~lity make up a larger agreement than the 
Uruguay Round; a commitment by all WTO members to/preserve the Internet as a duty-free zone; 
and most recently, our agreement on WTO accession with China.' : 

I " 

In part because of this, American exports fl'triUlondollars in goods and 
services last year- 55% more than in 1992. We have . traoeportfolio: 1/4 of 
what we sell goes north to Canada; 115 to the South ofwhich goes to Mexico );the remainder 
is split between trans-Atlantic sales and trans-Pacific : New Englarid has'b(!nefit~ed as much 
as any region in America by our explosive trade Its exports a~e'up'~eafly'$'iO' billion 
since 1992; New Hampshire, in fact, has seen its ""v.v,yt,, double'. ' . , ' '" ,'~'~ ," ~:.:::;:::.::> 

" , , 

..:": !' i, '. ~ ~. 



. I 	 " 
Opening the world trading markets has helped our corn!ry de'{eJop a remarkable record. 

• 	 Growth: Our economy has grown from $7.0 trillion to $9.2 trillion in real terms, during 
the longest expansion in American history. Only tw9 n<;ltion~ in'the world other than the 
United States, by the way - Germany and Japan - have economies larger than $2 trillion. 

'I 	 I 

• 	 Jobs: We have created nearly 21 million new jobs nJti~nwide' since 1992, whereas 
Germany lost 700,000 jobs and Japan gained only 830,000. New England, in fad, gained 
as many jobs during the past seven years as all of Ja~an' - with over 800,000 more New 
Englanders on the job today. Unemployment in the teg:ion has fallen from 8.6% to 3.2% 
in Massachusetts, 9.0% to 3.7% in Rhode Island, and 6.7% to 2.9% in Vermont and 

'I' ,
nationwidt:, we have the lowest unemployment since Ja:nuary of 1970, at 4%. 

l 
: i
I ,

• 	 , Rising Living Standards: Not only is the economic climate as a :whole better than ever 
before, its benefits are broadly shared: hourly wages/for non~supervisory workers are up, 
poverty rates have fallen to the lowest levels in 30 years, and unemployment for African, , 

Americans and Hispanics is at a historic low. 	
. 

I 

• 	 Industrial Expansion: Since 1992, U:S. industrial prodpction has risen by 40.5% - the 
highest rate of growth in the industrial world.' , 

I 

• 	 Stock Market: The stock market over this period has tripled, which is important to the 80 
million Americans who now invest in stock, many ilirough mutual funds. Not only do 
more people have jobs, but more are financially secJre: 

I : 
• 	 Social Dividend: At the same time, the percentage of our rivers and streams fit for fishing 

and swimming doubled; the number ofcitizens living i~ cities with unhealthy air fell by 
half; many endangered or threatened species, includfng the, bald eagle, are recovering; and 
the number of workplace deaths fell 60%. We wrot,e a stro~ger Safe Drinking Water Act, 
strengthened clean air standards and protection of w,ild lands; passed the Family and 
Medical Leave Act; and raised the minimum wage. iAll this:happened as America's share 
of world 1breign direct investment rose sharply, with foreign countries investing well over 
$500 billion in America the past four years, despite !fears that a more open world w~uld 
reward countries with lower wages or weaker labor a~d en~ironmental standards. 

, 
In sum, our economy has been transformed. Trade ,is not the s,ole cause of this success, , 

but it is a vital component. I mentioned that our unemployinent rate has fallen to its lowest level 
since 1970, when we last had 4% unemployment. Conside~ this: iri 1970, trade as a fraction of 
GDP - the sum of exports and imports of goods and servicbs divided by our nation's total output, 
, was 13%. Today it is 31%. Then, at the height of the hdt war in Vietnam and the Cold War 
with the Soviet U~ion, d~fense spendi~g accounted ~or 8%: ofGDP. Today it ac~ounts for 3%. 
We have accomphshed smce 1970 a shIft from creatmg employment and structunng our economy 
through conducting and preparing for war to an economy dhv,en by th'e more peaceful challenge 
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of competing internationally on the economic front. 

CHINA WTO ACCESSION. 

I 
. Where do we go from here? Let me give you a look atour top priority for this year, 

something the President is addressing up the street as we spJak': China's accession to the World· 

Trade Organization. I: , . 
. 	 . , I' 

Last November, after many years of negotiation, we bompleted a bilateral agreement on 
the terms under which China will join the WTO. We will b~ asking for help and support from 
each member of the New England Congressional delegation~ on it. This is a big deal for you and 
for America. ' 

, We already buy a lot from China - almost $82 billiof last ye~r. , Go to any story where real 
people shop..:... go to any Mall - and you'll see lots ofclothing or tools or everyday goods made in 
China. But we sell little to China - only $13 billion, so that tve' run a $69 billion deficit with them. 

. I; ., 
. 	 . , : i ,~ .. 
Our bilateral agreement secures broad-ranging, comprehensive, one-way trade concessions 

on China's part, granting the United States substantially greater market access across the 
spectrum of services, industrial goods and agriculture. It sttengthens our guarantees of fair trade. 
It gives us far greater ability to enfo~c,e Chinese trade commitments. And yet, for our part, we 
agree only to maitltain the market access policies we alread~ apply to China, and have for over 
twenty years, by making China's current Normal Trade RelJtions status permanent. 

I;; : 
THE BILATERAL AGREEMENT 

If approved, China's WTO accession, together with behnanent NTR, will create a 
remarkable set of opportunities for Americans. I:, . 

First, then: is the pure trade element. Just as New Ehg\and beg~n our trade relationship 
with China, with the departure of the Empress ofChina froth Boston Harbor in 1785, so New 
England will be among the regions of the United States best! placed to benefit from the new trade 
relationship this agreement can create. ,. . 

I 
For those of you in manufacturing, China's industrial tariffs will fall from an average of 

25% in 1997 to an average of 9.4% by 2005. These cuts com~ across the board: 

• 	 For the high-tech community along Route 128 or in kouthem New Hampshire, tariffs on 
information technology compll;ters, computer equipment,semiconductors and others 
will fall from an average of 13% to zero by 2005. 

• 	 For sawmills in Vermont and Maine, tariffs drop froljU jO.6% 'to 3.8%. China, incidentally, 
is. already the world's third-largest importer ofwood p~oducts. ~ 
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In agriculture, tariffs on U.S. priority products including Maine's potato flour and french 
I, 	 , , 

fries will drop from an average of 31 % to 14% in January 2004! ,;. 

And essential for both agriculture and manufacturing, in virtually all products China will 
allow both foreign and Chinese businesses to market, distribl:lte,and service their products; and to 
import the parts and, products. they choose, free of requiremehts to gotllrough government 
middlemen. 

In services, the agreement will open the market for di~tribution services, for financial 
services, for telecommunications, for professional, business and computer services, motion 
pictures, envir?~ental services, ~n~ other industries. Theselar~ especi~lly inte:estin~ field~, 

. because of then mherent econorruc Importance, but also because they are fields m whIch China's 
market has been almost entirely closed since the communist tevolution in 1949.· 

I: .I 

Finally, as we open these markets, we also sirengthelf g~anl~tees of fair trade for our 
companies and working people. We secured a ban on forced technology transfer, together with a 
broader reform of investment policies intended to draw jobs and technology to China, such as 
local content, offs~:ts and export performance requirements. jlnaddition, we strengthen 
protections for Americans against import surges from China, and we ensure that we retain strong 
measures to fight unfair export practices like dumping. I i I :: .. . 

I
CASE STUDY: LOBSTER 

. I will leave behind the entire t~xt of the speech my stlff prepare~ for me on the particulars 
of the agreement, as it is summarized in trade speak - the larig~age of trade wonks. Long ago, 
my wife was a waitress at Friendly's in Wellesley, Massachufetts. She is always telling me to 
"talk Friendly - speak the language ofpeople that came in for a frappe or a lobster roll at the 
Friendly's counter, Ifyou can't explain it on their terms, y04'1l never make the sale." So let me 
summarize the trade agreement with China this way: let's talk lobsters. You may not know it but 
China was our largest foreign market for frozen lobster in 19~98!.. With the China deal, we will do 
even better: 	 I i 

• 	 First, we open China's market for lobsters directly. Wei cut China's tariff on frozen and . 
fresh lobst(:r from 30% to 15%. We bar China from imllOsing any new quotas. And we 
ensure that China's border inspections will rest on scientific j~dgments rather than 
attempts to .excludeour products. I' :.' . 

• 	 Second, we guarantee trading rights: that is, we allow Chinese buyers to purchase lobster 
directly, without special government middlemen or li~enses. For the first time in fifty 
years, Chinese hotels and restaurants can import fresh or frozen lobster foods directly 
from the United States. . 
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• 	 Third, we open China's distribution markets. For example, we enable American express 
delivery firms to fly live produce directly to China; aAd we Ie,t fishery companies advertise 
their products. I : 

Thus, one part of this a~eement, in essence, is a ~onipr~hensive agreement on lobster 
trade. And we match it, although specific features differ, in ~very indus,try of significant concern 
to New England and to the U.S. economy. Ii'" 

,. , 

PERMANENT NTR 

I 

, . All of thesl~, again, are one-way concessions. By contrast, w¢ do very little. As China 
· enters the WTO, we make no changes in our tariff rates. We Ich~nge no laws controlling the 
export of sensitive technology. We amend none of.our trade,la}-Vs. We'do have one obligation: 
. the United States must grant China permanent NTR or risk 16sing the full benefits of the . 
agreement we negotiated, including special import protectiorls, and righ~s to enforce Chma's· 
commitments through WTO dispute settlement. ' 

:! 	 ' ' 

Permanent NTR, in terms of our policy toward China, is no real change. NTR is simply 
· the tariff status we have given China since the Carter Administration: and which every 
Administration and every Congress for 20 years, Democratician'd Re~ublican has reviewed and 

f~~:~teven at the periods of greatest strain in our relationshr fO be inoUr Iimdamental national 

Thus permanent NTR represents little real change in practice. But the legislative'grant of 
permanent NTR is critical.. All WIO members, including ourselves, pledge to give one another 
permanent NTR to enjoy the benefits available in one anothet' s markets'~ If China were to accede 
to the WTO and Congress were to refuse to grant permanentlNTR, our Asian, Latin American, 
Canadian and European competitors would reap these benefits but American farmers, factory 
workers and service providers and lobster fishermen might wbll be left behind. 

I 
THE FUTURE OF US-CHINA RELATIONS 

: I 

The President, today, is sending to Congress a bill to ~rant pe'rmanent Normal Trade 
Relations and complete the work. Right now at the John Hopkins' School for,t'-dvanced 
International Studi(~s, President Clinton is putting this in the dontext o~ our broader strategic and 
security goals. 

· Let me cite someone closer to your New England home,!~he late Senator John Chafee of 
Rhode Island. Besides being one of the nicest men God everlcreated, John - as a veteran of the 
Korean War, as Secretary of the Navy, as one of the Senate'sJeading experts on trade policy for 
many years - was one of the Americans most uniquely qualifibd by personal and professional. 
experience to comment on our relationship with China. i 

5 



.. 
. , 

I' 

He was also the author of the first bill on pennanent N-fR for China, whose purpose he 
put in these tenns: 

! : 
"Many important challengesfacing us require a steady, stable United States/China 
relationship - whether it is nuclear non-proliferation, hdherence to human rights, 
security around the globe, protection of intellectual property or the transition of 
Hong Kong. Thus the pennanent grant ofNTR to CHina is in the best interests of 
the United States and her citizens ... allowing the establi~hmehtof a stable 

relationship that would bring prosperity and growth tb bbth cpuritries." 


That is, ess~mtially, what is at stake today. 

i 

We do have serious disagreements with China, in so",e i!ssues of profound importance. 
We should never imagine that a trade agreement will cure a116ur disagr~ements. . . I; , . . 

But we. must recognize how important 'a stable and peaceful relationship with China is 
for the Chinese, for the world, and for America. And thus, asl John Chafee recognized, we have a 
fundamental responsibility to act in those areas in which we sha~e interests and benefits,when the 
opportunity presents itself. That time is now. ' 

CONCLUSION 

Your New England Senators and Representatives will m~ke history when they vote on 
pennanent NTR. To make the wrong choice is not only to put at risk,a remarkable and one-way 
set of trade commitments; it is to tum away from support for tefonn in: China, and to the ' 
possibility ofcreatirlg a stable, mutually beneficial relationship With the: world's largest nation. 

, The WTO aecession, together with pennanent NTR, Jas :the potential to create a new and 
fundamentally reformed trade relationship with the world's fa~test-grOWing major economy. 

, , 

It can promote deeper and swifter refonn within Chin~, strengthening the rule oflaw and 
offering new opportunities and hope for a better life to hundretls pf millions of Chinese. . 

And ultimatdy, it can offer the prospect of a relationsJiP ~ith China which, despite I' . , 
moments of tension, will lead us to common ground and strengthened hopes for peace. 

. I ~ : I 

That is the opportunity before us. These are the stakes. Both are enonnous. And that is 
why I have taken advantage of this time with you to ask for y~ur:support as we pursue pennanent 
Nonnal Trade Relations status for China on the basis of this hilstoric agreement. 

Thank you very much. 

i' 
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