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ACTI0N EAP-£8 AND 1334, VHICH IS AN EFFECTIVE REDUCTION IN THE ACCESS
_ AT THEY YOULD WAVE MAD OF ABOUT 4.4 PERCENT, THE
INFD 105-F8  AMAD-§1 EB-82 e-H 1016 ¥EA-86 0iC-I ACREENENT ALSO REDUCES, FAIRLY SUBSTANTIALLY, TEE
m-n2 SIE-fL Sk-B n AMOUNT OF CROVTH THAT CRINA 1S PERMITTED IN EACR YEAR
-------------- 10188 anBl /8 UNDER TBE TERMS Of THE AGREEMERT, LEAVING AN OVERALL
0 ANBL W8 CROVTY CAP OF ABOUT ONE PERCENT A YEAR. AS A RESULT,
Fu AMENBASSY BENJING OVER THE TRREE-YEAR TERN OF THE AGREEXNT, CENNA'S -
ACCESS WOULD BE REDUCED FROM WRHAT IT WOULD HAVE BEEN

10 AMERBASSY NEV DELE! 1IREDIATE
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SECSTATE WASEOC IMPGDIATE 2039
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bsia

STAT FOR EAP/CN AND EAP/P; PLEASE PASS 6512
COMERE FOR 6585/TD/TEX/DAS/REATES

USIA FOR EN PIPFF: BIVONE

NEW DELRY PLEASE PASS ABASSADOR RILLMAX
GENEVA FOR USTR/SHEPRERD

E£.0. 12356 /A
SUBJECT:  BACKCROWD BRI

£
EFING BV, =

808 po/(0)(6) 25 0 [CAVE A BACKGROUND BRIEFIRC FOR
ARER1CAN JOGRNAL ISTS DR THE EVENING OF JARDARY 17 1
BEIJING.  TEE CROUND RULES OF TNIS BRIEFING WERE TIAT
ANY ATTRIBOTION IS T0 A “SENIOR 6.8, TRADE-OFFICIAL®,
3. KEDIA PRESENT INCLUDED REPRESENTATIVES FROM ABC: APs
UPle WALL STREET JOGRNAL, NEN YORX TINES: JOORONAL (F
 COERCE, ASHINGTOR POST AMD LOS ANGELES TIES.

4. BECIN UROFFICIAL TRAXSCRIPY

OPENING STATERENT:  CBVIOUSLY: AS | THIRK ST OF 100
ENOV, ¥§ WERE ABLE TO CONPLETE AN AGREEMENT BETIEEN THE
DRITED STATES AKD CHINA GOVERNING ALL YRADE 1 TEXTILES
AXD APPAREL WNDER TBE AUSPICES OF TRE MATIFIBER
ARRANCENENT» AS VELL AS A SEPARATE AGREEMENT COVERIIG
SILK APPAREL. * 11°S A THREE VEAR AGREEXENT. HIDXR
NORMAL CIRCUNSTANCES: CHINA VOULD HAVE BEEW PROVIDED
CROVTH, INCREASES N ITS QUOTA, BETVEEN 1533 RO 1338
AGAIN THE UNITED STATES NAS BEEN SAYING ALL ALDIC TEAT
VE HAVE VERY SUBSTANTIAL PROSLENS WITE OUR TRADE ¥ITR
CHINA I TERHS OF TRANSSHIPMENTS AND OVERSHIPRENTS.

AND WE WERE SEEKING SOME REDUCTIONS IN OVERALL MCESS
AS COMPENSATION [K PART FOR A LOT OF THE PROELENS THAT
WE°VE HAD IX THE PAST AND FOR TEE FACT THAT CHINS, iS4
_RESULT OF THAT» HAS GOTTEK GREATER ACCESS 1O (R MARKET
“UNAK 1T WAS ENTITLED T0 UNDER THE TERNS OF THE

" IEEMENT. SO WHAT VE ENDED UP AGREEING 1015 KX

5 REEXCNT THAT PROVIDED KD GROVIH AT ALL BETVEEN 1983

DNDER THE PREVIOUS AGREEENT BY APPROXIMATELY 788
BILLION DOLLARS, 02 APPROXIMATELY 13 PERCENT.

IN ADDITION. A VERY KEY POINT FOR TRE UNITED STATES AL

LALONG HAS BEEN THIS PROBLEN OF TEXTILE TRANSSHIPMENTS.

ASAIN, THESE ARE CDODS THAT ARE MWADE IN CRINA: AND
LEAVE CHINA- EITRER ALREADY FALSELY LABELLED “MADE il
FALAYSIA-® °NADE I8 THE WITED ARAB ENIRATES." "MAZE 1N
WWEREVER, * OR DOV LABELLED AT ALL, OR G0 OX TO TRIS
SECOKD OR TEIRD COUNIRY MIERE THEY ARE ACAIN FALSELY
LABELLED AS TROUCE THEY MERE MADE IN THAT COUNTRY,
CLEARLY CHINA IS DOINC $O T0 CET AROUKD 1TS QUOTAS.

AGAIN THAT’S AL ABSQLBTE VIOLATION OF TRE AGREEKENT

YOU K0%- CONSIDERED & FRADB. AN ILLECAL ACTIVITY. IE
BAVE BEENW COPLAIZING ABOUT IT FOR MANY YEARS, CAIMA
IS BY FAR TEE LAXCEST TRANSSEIPPER IR TERMS OF MAKING

0008 TEAT ARE THEN FALSELY LABELLER. TNE UXITED
STATES CUSTORS SERVICE MAS ESTIMATED THAT TBEY BELIEVE
THE AWXAIT OF CHIRESE TRARSSHIPMENT 1O BE APPROXIMATELY
TV BILLION DOLLAXS PER YEAR. SOv A VERY, VERY
SUBSTANTIAL PROBLEL

SO TBROUGROUT TRESE MECOTIATIONS ME BAVE BEEN PLACING &
GREAT DERL OF E)XPHASIS ON THE NEED TO ADDRESS INE
PROGLEN OF TEXTILE TRANSSHIPYENTS AXD FOR THE DMITED
STATES 10 BE- ABLE 10 TAK

E VERY STRONG ASTIOR 1O EXSORE

THAT THIS MEW ACREEMENT IS AR ENFORCEABLE ACREEMENT.
THE PROVISION THAT ME ULTIMATELY WORKED OUT WOULD
INDICATE TNAT IF CUINA AGHIN ENCAGES 1N REPEATED
TRANSSZIPNENT, MEATING MORE THAX TWO OFFENSES OF
TRANSSHIPNENT, THAT THE TNIRD TIME INE ONITED STATES
VOULD DAVE TRE RICOT TO DEDUCT FRON CRINA'S QUOTA THIEE
TINES TOE VOLUNE OF TBE CO0S THAT MERE TRANSSHIPPED.
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poNss SEENVANG

ANCONSIL. SRARCIAI
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ANCONSTR CRERSDO

MCLAS SECTION B2 OF 13 BEIJING B9176%

Uik

S"ATE FOR EAP/CH AXD EAP/P PLEMSE PASS USTR
ZOWERCE FOR B5BA/TR/TEX/DAS/RRATES

v5:A FOP EA- P/PFE, B/VOMF

N{¥ DELRI PLEASE PASS AUBASSADOR RILLMAN
CENEVR FOR USTR/SHEPUERD

LE 1138 A
SUEJECT:  BACKCROUND BRIE! I8

6/(5)(6) [INARY 17, ON U.8.-CHIBA xmm o
FSTAKDINS ON TEXTILE TRADE

S0 AGAIE ¥ THINK A VERY, VERY TOUGH PENALTY PROVISIOH
TOAT TAE VHITED STATES NAS INSISTED UPON IS PAXT OF

/. TRIS ACREEMENT [N OGDER TO ADDRESS THE FOCLOVING £SID

TEXTILE TRAXSSIIPNENT,

S0, OVERALL ¥E THINK IT IS A VERY C0OD ACREEMENT FOR
BOTH SIDES. 1T GIVES CHINA CONTINVED, VERY SUSSIANTIAL
ACCESS TO TRE .S, MARKET. ACAIN I% 1983 DRIMN'S
I0IA EXPORTS: UXDER TRE MLTIFIBER ARRNKCENENT, ACAIN
TRADE TRAT WOULD BE COVEQNED BY THIS ACREEMENT, WaS
4,68 BHLION DOLLARS. TOTAL TRABE FROM CHINA. BECAUSE
RGAIN RIGHT ROW SILK APPAREL 1S MOT COVERED 8Y TR
ACREEMENT. SO AGAIR, THE TOTAL TRADE UACDER TRE

KL TIFIBER ARDANCEHENT WOULB BF 4.68 BILLIOK TOTAL
TRADE ALTOCETEER, IF YOU ADD N VBE SILK, AND THERE'S
SORE OTHER JTERS THAT ARE ALSO BT JMCLUDED 1N TR
RULTIFIBER ARRANGENENT, WOULD BE APPROXIMATELY 0.2
B12110M DOLLARS FOR 1833. AGAIR ¥E TWINK T IS & VERY
5000 ASREENENT FOR BOTH SIDES IR THAT {7 CIVES: AGAIN,
CEINA CONTINUED ACCESS 7O OUR WABKET, THE ACREEMENT IS
VERY [XPORTAN] FOR THE CHINESE EXPORTERS BECAUSE 8.8,
BUYERS ARE EXTRENELY RELUCTANT 10 WAXE PURCHASES IF
TRERE 1S AXY ASBIGUITY ABOUT WHETRER THOSE GOODS ARE
G0ING 10 BE PERRITTED INTO THE GWITED STATES MARLET.
RS A RESULT, | TRINK IN THAT SENSE, 1T WAS EXTREELY
{NPDRTANT FOR CHINA TO REACH AN AGREEMENT. AGAIR: )
THIRE 17 IS A VERY GOOD AGREENENT FROM THE UKITED

STATES' STANDPOINT IN THAT ¥E MAVE BEEN MBLE TO ACKIEVE

VERY STRONC LAKGUAGE TO ADDRESS THE PROBLEM OF
TRANSSHIPYINT. .50, THAT'S WHERE VE ARE.

EMSA88Y SPOEISPERSOK:  1°D LIKE YO REMIND YOU 10
IDENTIFY YOURSELF AS YOU ASK YOUR QUESTIONS.

XATRY WILEZLX, RP:  WHAT YOU SAID ABOUT WHEM THE UNITED

e {01268 0B -

BETSIN B1766 81 OF 1) 2Um331 -

STATES COULD DEDUCT UP TO THREE TIMES THE UINAUDIBLE).
THE WAY 17 WAS PRESENTED Tdi$ AFTERWDON BY THE CRINESE
VICE MINISTER 70 CHINESE REPORTERS IS TEAT ONLY IF 1T
VAS PROVEK THAT.THERE BAS BEE A VIDLATION D Kt SAID
THAT 1T WOULD DO AWAY WiTd WAT HE CALLED ARBITRARY
REDUCTIONS BY TRE AMERICAN SIDE. TAE INPLICATION WAS
THAT THE CUINESE WOULD AGREE 10 (IRAUDIBLE)

OFFICIAL:  THE TEXT WOULD PROVIDE, KD ACAIE 1T
PROVIDES TEAT IN ALL OF OUR AGREEMENTS, BUT ASAIN WE
Do, AXD 1 WOULD ALSO ADD THAT 1T IS REQUIRED Dadt2 BoTM
THE MALTIFISER ARRMBGEMENT, AXD AS MELL AS THE tROCHAY
ROVND AGREENENT COVERNING TEXTILES, THAT WMIEN YOO MAKE
A DEDUCTION 1O TRE QUOTA THAT YOU MUST PROVIDE CLEAR

EVIDENCE. AXD ACAIN THE TERN 1N TNE ACREEMENT WOULD Bf

"CLEAR EVIDENCE".” aCalls CLEAR EVIDENCE SROVING TRAY
THESE CO0OS THAT ARE LABELLED "MADE IN MALAYSIA® WERE
IR EACT MADE (D CRIRA.  SOs 1 THIRC IN TRAT SENSE: VES.
¥ VOULD BE BEGOIRED TO PROVIDE CLEAR EVIDENCE.

nm VILBELE, AP WOULD TE CHIRESE AVE 10 ACMEE--
OFFICIN: DO,

KATRY VILNELR, AP: ~-THAT TAEY ACCEPTED THE EVIDERCE—~

OFFICIAL: MO, B0. THEY WOULD ROT RAVE T0. THEY WOULD
NOT DE ABLE T0 ACREE. ¥E WOULD PROVIDE TRE EVIDENCE
ND AGAIN TRAT HOULD BE 1N THE COMSTLTATION PROCESS,

TRE LANGUACE MAKES IT VERY CLEAR THAT IN TRE ABSERCE OF

" AN ACREENENT, FEAMING THAT TRE CHINESE SAY SOMETRING'S

ROKG WITH TRE EVIDENCE, OR WATEVER, IF E ARE MOT

~ ABLE TO WORK OUT AN AGREEMENT, TRE URITED STATES MOES

BAVE THE RICHT 10 GO ANEAD, AXKD MAXE TRE MEDOCTION TO
THE QUOTA, EVEN IX TRE ABSERCE OF CHINESE ACREENMENT.
ACAIN, UNDER TNE MOLTIFIBER ARRANGENENT: BOTN PARTIES
WILL BAVE A RICET IK THAT SITUATION T0 ASK FOR A REVIEW
OF ANY ACTION BY TNE TEXTILE SURVEILLANCE BODY iR
GENEVA: BIICR IS ACAIN TNE INTERMATIONAL GROUP TRAT
WO T0RS JHE ENFORCEIENT OF TRE MULTIFIBER ARRANCENENT.

PAT TYLER. NEW YORK TINES: THE MINISTER AL
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$0 MENTIONSD

TRE ISSOE OF INSPECTIONS IMY REXE DOES THIS
AGREEIENT COVE OUT NMITE UMWINE ENFORCENENT
MECRANISH KD W0 FAS 10 ACREE 10 INSPECTIONS AXB

(HARDIRLES

OFFICIAL: 1T PROVIDES CLEARLY TNE RIGHT OF TRE WNITED
STATES To SEEX TRE RICHT 7O WiSIT AWY PLANTS IN CRIXA.
18 ACCORDAXCE VITE CERTAIR ACREED-WPON PROCEDIRES. THE
PROCEDURES ARE THAT ¥E LET TRE CNINESE COVERICENT JO¥
TEAT WE WOULD LIKE TO VISIT TRE PLANTS. BUT VE DO 0T
PROVIDE AXY PRICR (OTICE TO INE PLANT JTSELF. AKD ME

DO NOT RAVE TO PROVIDE TXE IAE OF TRE FACILITY TNAT W

_NOULB LIXE 70 VISIT. SO YNAT ACAIN THE WISIT {ISELF IS
COKDOCTER KITN KO PRIOR MOTICE Y0 TRE PLANT THAT Will
BE VISITED. S0 IT DOES CLEARLY PRONIDE THE RICET 70
THE BWITED STATES 70 0 IS AXD LOGK FOR: TYPICA OF
WRAT ME°RE LOOCING FORs EWIDEACE OF TRAXSNIPPING FALSE
LASELLING GOING O% 1N THE FACILITY, FALSE PACKACING
COING ON 1N JOE FACILITY. FREQUENTLY VEAT "B
FINDING M0¥ ARE SRIPRENTS ViTH CO0BS THAT ARE ST OF
95 PERCERT FINISBED, EVERYTDING EXCEPT THE COLLARS,
EVERYTHING EXCEPT TRE WAISTBAXD, VEERE TREY'RE THEN

. SHIPPIRC THOSE GOODS OUT WITH FALSE LABELS 0N TREN
AGAIE VEERE TEE THIRD COVNIRIES DO NOTRING MORE THAM
SENIEC 1B THE COLLAR OR TWE SRIRT. OR WE'RE LOOKING
AGAIR TYPICALLY AT ANDTRER PROBLEM WMILR) WOULD BE
FALSE PACKAGING WHERE THE GOGDS YOULD BE LABELLED:

VHATEVER {7 {S) “MADE IN SRI LAMXA™, AN INSIDE BOX THA!

SAYS *MADE IN SRI LAMKA®: AND THEN AN OUISIDE BOX THAT

SAYS THANE (N CHINA®. SO T WOULD BE TWAT XmND OF

THikS ¥E"RE LOCKING FOR. WE'RE VANTING 70 NAXE SURE

KAT THE PLANT ITSELF DOESK'T KNOW WE“RE CONING

ZATHERVISE OBVIOUSLY THEY'LL RIDE THE FALSE BOXES AND
THE FALSE LABELLEXG: ETC, ETC, £1C.

ne
evasernmemeemeeee JCIHE 2MINT I

ANDREN QUINN:- HAD YOU ASKED FOR llE RICHT TO INSPECT
VITROUT COVERNHENT BHCLEAR)?

OFFICIAL: NO. WO. T BAD ALWAYS BEEN THE CASE TRAT
WVHAT ¥ VERE SEEKING IS TRAT VE WOULD LET THE
GOVERDERT KNOW AREAD OF TINE BUT THAT VE woULD NOT
TELL TREM WMLCH PLAXTS IT YOGRD BE. VE WOULD SINPLY
CIVE THEX [OTICE THAT THESE ARE THE DATES, ACAIN. THESE
ARE TRE DATES WE°D LIZE 10 CONE, WE WANT 10 ViSIT
TRREE, FOOR, FIVE, NOVEVER MNNY FACILITIES AND THE -
CENERAL [OCATION: YOU KOV, MIITR PROVINCE IT wOULD BE
16 ARD WE°D NAVE 10-GIVE THEN AT LEAST ExouCa
INFORMATION, CLEARLY, INESE WOULD BE JOINT WisiTS I
TRE SENSE TRAT THE CRINESE COVERWMTNT OFFICIALS COULD
AT TREIR CHOICE ACCORPANY THE 0.5 OFFICIALS, ,

DAN SYTEERLAND: AASHINGTON POST:  COULD TAE CRiRESE

OFFICIAL:  COULD TEEY TURX US DO O TXE WISIT?

DAY SUTEERLAND. WASHINGTON POST: | PEAN IF TRE 0.S SAID

¥E YANT 70 DO THIS AXD THEY SAY J’N SORRY THAT*S NOT
CONVENIENT.

OFFICIAL: MO, M0» M0, N0, TREY COULD NOT, 20T THIS

VOULR BE & RECIPROCAL PROVISION. SUCE YRAT IF TOE

CRINESE WANTED TO COHE AND LOXX AT THE BOOKS AND
- RECORDS, YOU XNOK: LOOK AT B.S. DPORTERS Mep TREY

TROUCKT WAS ENCAGING OR AIDINC AXD ABEYTING OR BEING
TNE OTRER PARTY TAEY WOULD NAVE TRAT RIGHT. THERE IS
A& STATEXENT TRAT, ANB AGAIN THIS IS TRUE IN ALL OF DO

© MGREEYENTS, TNESE WISITS NUST BE CONCOCTED I

ACCORDARCE: W1TT) DOMESTIC LAVS ARD PROCEDIRES, AND
TYPICALLY DCAID IN TEIS INSTANCE TRAT WOULD JEAN THAT
VHEN YOO €0 10 VISIT THE PLANT, TRERE mumz 10K
PERHISSION CRANTED SV THE PLANT MANACER OF TRE
FACHLITY, il TKE SAME WAT IN TBE BWITED STATES. IF Y08
CNE 10 VISIT IT 1N THE ABSEXCE OF A SEARCH WARRANT:
1T°S A VOLIWTARY KiND OF & PROCESS, SO ACAIN INERE
VOULD BE TUE ADILITY OF A PARTICULAR PLANT 10 DENY
EXTRY, BUT INEY MOWLD BE DENYING ENTRY TO.

UNCLASSIFIED
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ACTION EAP-BR IS AS BIG AS TWO BILLION DOLLARS. | PEAR NONG XORG AXD

: TAIVAN YOULD NAVE TOTAL CUOTAS TRAT ARE AS LARGE AS TWO
NP0 LOG-08  AMAD-B1 EB-DE  MNR-BE 10-16  NEA-BF OIL-M BILLION DOLLARS. KOS0DY ELSE IR YBE WORLD DOES. S0

P §IR-g1 SA-BE /BN THAT 15--
o wmeemecseeneseeeea]E12F1 - 2BII0Y /38 .

0211132 i WESTKC: AXD TEAT'S JUST THE GROVTE--
FN AMEMBASSY BEIJING
10 AENBASSY NEW DELR) 1IORDIATE . OFFICIAL: KD, TRE TOTAL VRADE IS 2.7 BILLION BUT 11
USIA HASEDC INSEDIATE 1213 NAS BEEN GROVING VERY, VERY FASI, SO TRIM 1T IS
BSDOC WASEDC INMEDIATE EXTREMELY IMPORTANT THAT X MM ABLE TOCET A LIMIT OM
SECSTATE WASEDC IMMEDIATE 2442 : . TRE GRONWTH IN SILK APPAREL OF OME PERCENT. .
INFO ANCONSIR ROUE KONG IMEDIATE -
PSKISSION CEREVA IRDIATE KATEY CHER, TOE UNLL STREET JOCRRAL: T SEEMS LIXE
ANCONSDL SREHYANE : CAINA HAS MADE MOST OF TEE COBCESSIONS TODAY. | W18
ANCONSTRE SBANCHA! JUST WONDERINE, IF GOMNG INTO TEE TALES: YOU ALL KN
NCONSIL CONICINGY : THOUCHT, THE D.S. SIDE NAD SAID TRAT TREY WOXLD, TBAT
ASCONSIR. EREHCDY . . THEY JAD TBREATENED TO C¥T QUOTAS BY 25 10 38 PER CENT

IR DIFFERENT CATECORIES, IF AN ACREDNENT MASK'T
REACEED,  COIDG INTO TWE TALES (N 1T, REACHING

UNCLAS SECTION B4 OF 13 BEIJING DO1768
: : AGREEMENT, WHAT K1D OF RESTRAINTS O CROVIN ARE 'OW
4] LOOKIKG AT FOR CRINA AS TBE COPENSATION. AMD A SO
VERE VRERE ANY» AXD YHAT QTRER JSSiS WEXE BEING
STATE FOR EAP/CH MXD EAP/P; PLEASE PASS USTR DISCUSSED AT THE LAST RINUTE URADSIBLE)
COMMERCE FOR §598/7D/TEX/DAS/RRATES ) .
YSIA FOR EA. P/PFF. B/VOMF ' )
MEW DELE) PLEASE PASS AMBASSADOR RILIMAN : . OFFICIAL: WELEY ACAIL B TERYS OF CONCESSIONS, |
CEEEVA FOR USTR/SEEPRERD THUR TRE UNITED STATES ML ALONG P JO TE WENY
: . BECINNING OF TNESE BECOTIATIONS. SAID THAT W WRNTED MM
£.0 123%8: WA AGREEMENT HITR CRINA DWT IT I Y0 IX AN AGREEMEWT .
SUBJECT:  BACKCROVID BRIEFING DY TRAT ADDRESSED TRE PRORLEIS THAT WE'¥E RO VITR THE
S PAST AGREEIENT. [0 AL YHE MAJR PROGLENS MIE
SP6/(D)(6) JMUARY 3T: Of 8.8, -CHIER MEMORMEDDN OF THIS ISSUE OF TRAGSSHIMENT. . TSE OTMER ISSIE THAT IS
VNDERSTAXDING 0N TEXTILE YRADE BEEN A VERY SICRIFICAIT PROSLEN WITH CHINA 1S
A ‘ OVERSRIPMENTS, ACAIN HEERE CHINR 15 CIVEW A CERTAIN
TREORETICALLY: THIS JOINT TEAN OF THE UNMITED STATES MO ’ QUOTA: 1T 1S SUPPOSED TO GILY 1SSUE Wi3AS FOR THAT BANY
A PRC OFFICIAL, BUT TUAT IS CONSISTENT VITH LAVS ARD ‘ SET OF COODS. 7 IS SUPPOSED T6 CMLY SHIP THAT BaRY
PROCEBURES RERE. £ WOULD NOT NAVE TRE RICXT, AGAIN IN © SET OF CO0DS, BUT I FACT CRIEA SRIPS FAR 1N EXCESS O
TRE ABSENCE OF A SEARCH WARRANT» TO ENTER ANY FACHITY. THAT. 17 TURKS OUT 4 VERY NAMR PORTION OF TDE WISAS
¥ITROUT YOU KNOV, 1N ESSENCE CETTING PERMISSION. ARE FRAUDULENT SO \E END WP WITR A LOT O CO0BS KEIN
DAX SUTEERLAND: VASKINGTON POST: OV INPORTANT IS TEIS NELD. ACAIN OUCE TN QWOTA 1S FILLED TREN
(NAUDIBLE} SEPARATE ACREENENT ON SiLK? ‘ TREORETICALLY YE STOP FURTUER SO0B3 ARD THEY ARE MELD
IR A VAREROUSE OWTIL TRE IEXT QOOHAVEAR STARTS, 80
OFFICIAL:  THE POINT OF TRIS, OF T : VHTIL TRERE'S BORE OUOTA MMITAKE. THAT IS OBviteStY
BE SEPARATENESS: IS

WORE TNE LEGAL ISSUE OF TNE FACT THAT ANY AGREENENT
UNDER TNE MULTIFIBER ARRANCENENT 1S XOTICED TO TME
TEXTILE SURVEILLAKCE BODY: NXD SILK IS A SEPARATE
PRODUCT, BOT COVERED BY THE A TIFIBER ARRANCEMENT, AKD
SO 17 1S MORE OF A LEGAL 1SSUE. DOT TRE FACT TMT W
NAVE AN ACREEHENT ot SILK IS EXTREMELY INPORTANT.
CEXIREMELY INPORTANT. ACAIIL EXPORTS OF CRINESE SILK
NAVE CROWN VERY, VERY SURSTANTIALLY. 1T USED TO BE
TRAT SILE PRODUSTS HKRE CETTING EXTREMELY EXPENSIVE, OR
YOU KNOV, VERY BIGH END, YOU EXOW, DRY CLEAX oMLY, VERY
MUCK SOLD UM A LINITED MARKET. CERTANMLY YOU CAM WOW
Fixp IN THE ONITED STATES HASEABLE SILK BLOUSES FOR TEX
DOLLARS. SO THEY ARE CLEARLY COMPETING DIRECTLY WITH
U.S. DOMESTIC COTTON OR RAYOR OR OTRER CLOTIRS, SO
TAEY NAVE CLEARLY CAUSED DISRUPTION IN OUR MARKET, $0
¥ THIN THIS IS A0 EXTRENELY INPORTANT ASREENENT 10
GET, ASAIN, A LIMITATICK OX THE ANOUNT OF CRONTE YHAT
YOULD OCCUR IN THE EXPORTS OF SILK APPAREL. SILK

VEARING-APPAREL FROK CHINA: EXPORTS TO TRE URITED
STATES IN 1333, WOULD NAVE BEEX IN THE ORDER OF, ME
DON'T HAVE EXACT FIGURES: BUT IR THE CRDER OF 2.1
BILLICN DCLLARS. ARD THAT IS AR EXTREKZLY LARGE NUNBER
MAND WHEN 1 LOOK AT TEXTILE AGREEMENTS WITH ALL OF THE
JITHER COURTRIES IK THE WORLD THERE ARE ONLY 10
COUKTRIES WHOSE TOTAL AGREEMEKT COVERING EVERY PRODUCT

UNCLASSIFIED
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OFFICIAL: | DOK'T WANT 10 SPECIAATE OR EXACTLY VAT
THE PROBLEM 1S: OBVIOUSLY THIS IS A VERY BIC PIACE.
TRERE'S AN AWFUL LOT OF CROWIR 1M THIS PRODUCT AREL

60 106-29 ANAD-B) S-08 DNR-88 10-16  NEASB OIC-R
106y IT°S A VERY TOUGH THING T0 ENFOREE I THE SENSE TRAT

M-i SA-#8
13:'9..........».«-1«:13; N30 /N

0 1ML I $

N AERBASSY BELJING

T0 ACIBASSY NEW DELRL IREDIATE .
USIA WNSEDC IMEDIATE 1212

USDOC WASEDE INEDIATE

SECSTATE ASUDC INMEDIATE 2443
0 ANCONSEL NONC KONC 1MERIATE
OSHISSIOn CEREVA 1HNEDIATE
TSI SRENYANG

FACORSIL SEANGEA!

MCORSIK CUARGZROD |

ANCOKSIL CRENGDH

. UNCLAS SECTION £5 OF 13 BEIJING BM1766

snn FOR EAP/CH NID wm MEASE PASS OSTR
CORERCE FOR SSE8/T0/TEX/DAS/RUATES

USIA FOR EA. PIPEF: DINOME

WY BELNI PLEASE PASS AMBASSADOR MILLMAM

GEREVA FoR USTR/SBERKERD
Lo 12355. L)

VERY DISRUPTIVE CN TEE VS, SIDE: MO 1N NANY WAYS WERY

. ONFAIR BECAUSE £ LOT OF THE CO0BS THAT ARE CONING IR-AT
S THE €MD OF YE YEAR BAVE LECITIMATE VISAS, M YET
THEY'RE BEING DEMIED ENTRY RECADSE ALL OF TREX
PREVIOUS C000S BAVE COME 1D VITH AL THESE FRAZSENT
VISAS. SO ACAIE: FROW THE VERY BECINNING VE LA SAID
W VANTED ANl AGREEVEET BUT WUST, INST ADDRESS TRESE
PROGLENS. AXD | THINK SN TNAT SENSE ¥ FEEL TAAT ME
NAVE ACRIEVED AN AGREEMNEXT THAT ADDRESSES TROSE

- PROBLENS. UE'VE VORKED OUT THE PROSPECT FOR M
ALTERMATIVE DISA SYSTEN TRAT Vo RELP US W72 THIS
ISSUE OF FRAUDULENT VISAS. W, 1T VILL VAKE A TEST
PROGRAN FIRST, E CALL 17 ELVIS.

) DOE'T KnoM THAT |
REALLY LIXE THAT RAXE: BUT MONETRELESS. TNE “HLECTRONIC

VISA VERIFICATION SYSTEN.® ot M TRIR AX ELECTRONIC
VISA SYSTEN WOULD SUBSTANTIALLY COT DOWM O JRE An00NT
OF FRAUDULENT VISAS, 1T IS SOMETRING THAT TRE 0.8
CUSIONS SERVITE WILL WAKE AVAILASLE VO TNE CHINISE.
1’8 COING TO TAXE A TEST PROCESS BEFORE 11°S FINISKED,
BUT THOSE WERE OUR MAJOR ISSUES COING INTD 1T AID K
SAID ALL ALONG, THAT IN THE ABSENCE OF AN AGREENENT.
TEAT TRE UNITED STATES WOULD MAYE MO CROICE BUT 10 SEY

_ DWILATERAL RESTRAINTS OR CHINA. WK 10 SET THEM AT
SUBSTANTIALLY LOVER LEVELS IN REFLECTION OF ALL TGE
PROBLENS THAT ¥E”VE WAD WITN TEE ACREEMENT 1N THE PAST.
AND | TRINK VE FEEL THAT AT THE EXD OF TRE DAY ME°VE
ENDED UP WITR AN AEREE)ENT THAT DOES ADDRESS THE

PROSLEES AND THEREFORE VE YERE ABLE 1O ENTER 1NTO A NEV
ACREEMENT.

KATT FORKZY, UPY:  CHINA'S ALWAYS ADMITTED THAI 1T
PPANSSHIPS. HAS 1T JUST HOT BEEN JRYING HARD EMOUGH 10
07 1T OR CAK |1 NOT STOP I?

FT°5 RARD 70 CATCH, CLEARLY WE OVE TRIED T0 MAXE A
NUMBER OF SUCCESTIONS OF TRIXGS TRAT LNINA COLO DO 10
TAKE STRONGER EFFORTS. AGAIN. TNE OTRER PART OF THIS
AGREEMENT TEAT VE VERE VERY PLEASED AT 1S A DIRECT
- - PLEDGE I THE AGREEMENT ITSELF FOR CERTAIN FOTIRE

’ - ACTIONS AXD TRE DEVELOPNENT OF A NORK PLAN TRAT Woxtd
60 TRROUCR A WYBER (F THESE DETAILS OF SOCCESTIORS
TRAT NAVE BEEN MADE, REALLY T0 SO EXTENT O BOTE
SIDES, OF FURTHER EFFORTS (TNATI CAN BE TAXER 13 (o2
10 STOP IT. 1T 1S CERTANEY & TOKS MROBLEN. PART OF
THE DIFFICULTY IS NOV NUCK RESORCLS MXD HOV MXS
ATTENTION NAS BEER DEVOTED 70 17, § IRINX CLEAMY N
IRE PAST TRAT BAS BEEM INADEOUATE. ) TNINK CHIXA MW
RECOCHIZES THAT 17.1S A VERY SUBSIANTIAL PROMER TAAT
17 DOES BANE TREIR TRADE, YUAT 1T DOES BAMAGE TRENR
INAGE: TUAT 17°S EXTREVELY IMPORTANT TRAT VEEY GET 1Y
UXDER CONTROL. | GENVINELY BELIEVE YRAT IT S O 10
A IUCE RIGRER KEVEL OF ATYENTION IN CHINA JOAN THIS.
JSSUE NAD BEER PREVIOUSLY. 5X5 THERE'S SOVE 00ITE
GENUINE COMBITRENTS 10 WORK MOCK MARDER AT I, T8 K

IICH TOUCRER THENSELVES ABOKT nml'mmmu
THE PAST, AXD CLEARLY IF TEEY DOR'T SKCCEED IN THAL
¥ RAYE TRIS MBILITY 70 TRIPLE-COMGE TRE

woTAS,
SAKDY SENDRY: morm iF 700 0 D0 M1
TRIPLE-CRARCING. DO YOU THINC TRAY TOE EWINESE WILL
':E“Iﬁmi RCAINY  COCLD ME SAY-TRAT THE BISWIE 1S}

L]

OFFICIAL: 0. | MEAR | THINX TRST IT WOOLD BE ¥ERY
IARD FOR TREN 70 905 TREY'YE MOMED. TNEY KAVE AGREED
THEY RAVE SIGNED A% ACREEMENT SAYJIC YEEY ADE PREY.
TO ACCEPT TRE TRIPLE-CHARGE. S0 ) THIR I WD
EXTREMELY BIFFICRRY FOR THE CRIMESE TO JSTIFY &
RETALIATION IF THE DMITED STATES EXERCISES 115 R
UNDER PROVISIONS TRE CHIKESE TEENSELVES EWVE AGREED T,
TNET'VE AGREED 10 ACCEPT TRIMLE-COMCES. SO ) TDKK IT
YOULD BE EXTREMELY DIFFICOLT Fox TREN 10 BAKE TBE CASE
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EVERY TIME VE RAVE CLEAR EVIDENCE SBOVING TRAY

S  UNCLASSIFIED +noumi na
| TELEGRAM
| .Department of State
PASE B1. - BELJIN MX66 B OF 13 23362 SBIES BEVJIN F1785 86 OF 33 2181387 SHLELY

. ACTIOH EAP-88
TRANSSHIPIENT MAS OCCURRED... V6 DID ACKEE TRAT NOWE
IFO LOG-S8 AAD-F1 EB-8F INR-BP 10-16  NEA-BE OIC-R OF THOSE CNARGES WOULD BE COUNTED IR TRIS ISSIE OF
nno S e/ WETRER THEY NAVE BECONE A REPEAT OFFENDER. I OTNER
. 161277 211361 /38 WROS: TBET NAVE 1O NAVE COMSITIED. IF YOO WILL, TSREE
52N IM N OFFENSES BEFORE THE TRIPLE-COARCHES WORD COUNT. I
FM AMERBASSY BELJINS - OTRER YORDS, NONE OF TRE CUARGES THAT IAVE BEEN BROCCHT
10 NERBASSY REV DELRI IWEDIATE IN 1992 OR 1993 WODLD COUNT. SO \E AXE STARTING THE
USIA VASIDC IWEEDIATE 1213 COUNTING O VHETRER OR NOT A TRIME, WETEER OR ROT A
USDOC VASEDC IMEDIATE REPEAT OFFEDSE MAS OCCURRED BECHRNIXG IN 1984, $O
SECSTATE VASEDE INMEBIATE 2M JNUARY 30 1990,
INFO ANCORSDL BORS KORC IMEDIATE A ~
HSNISSION CENEVA INMEDIATE KATHY CHEN, WAL SIREET JOURMAL: {IXAIDIMLE)
ANCONSTL SHENYARS ' ,
ANCORSIU SEARGEAL OFFICIAL: CHARCES TO TNE QUOTA. SO REDUCTIONS TO TRE
ANCONSTL CUAREZNGU QUOTA. ‘
ANCONSIR. CRERSDS A
EATHY CNEN: MALL STREET JOURNAL: ¥, LIKE IF

HANOIRLE) S
OFFICIN: W e CHINA WILL.

DEBORAR VARG, ADC: JUST 70 FOLIOW bP OR THAT, WRAT.
BOV PANY CRARCES: DOV RAXY HILLIORS OF DOLLARST

QFFICIAL: 1T°5 A TOTAL OF 581 MLLION DOLLARS WORTR OF
C000S: MM 1°N SORRY, | DOW'T REMESER DOV AARY :

UKCLAS SECTION 96 OF 13 LEJIK #1766

STATE FOR EAP/CH ASD EAP/P; PLEASE PASS RSTR
COMERCE FOR C588/TD/TEL/DAS/RIATES

USIA FOR EA, PIPEF. RIVOMTF

REW DELMI PLEASE PASS AMBASSADIR NILLAAN

CENEVA FOR USTR/SBEPRERD
. IRIVIDGIL CUARCES ENT 1WI0 TRAT S31 MOLLION DotiLAzs,
E.0. 123%6: Wk 17°S A FAIRLY SUBSTANTIAL NOWRSR DUT | DON'T REMEIRED
0. TRAT WD UMK BEED OVER TIE LAST W0 NS A NALF

SURIECT:  BACKCROVID BRIEFING BY [:5ripe/(b)(6) 2%

YEARS. ) JUST BOW'T RENEMBER NON MANY INDIVIDUAL CASES
TRAT BXS. BUT THE TOTAL WAS SO1 MILLIOW DOLIARS, -

DERORAR YANG: ARC: BST IT JUST SEENS TRAT GAVENM TR
MOOT UF TRASE BETEEN THE TO COGWTRIES TBAT TWO

THAT 17 1S APPROPRIATE WO RETALIATE.

INDIVIDUAL CASES, AN CRANTED TRAT vow will
) SANDRA HENDRY, JOURKAL OF COMMERCE: TRIS, THIS ENFORCING 17, SO TNO IMDIVIDOAL CASES me LI
PERCENTAGE, 1B NOT QUITE: 1°W A'LITILE BIT CONFUSED - A VERY CENERCUS CRACE PERICO.
VTN THIS TNIRTEEN PERCENT CVT YOU'RE TALKINS ABOUT O
THIRTY-FIVE PERCENT LIRMBIRLD) ;gnmm 103 ANSELES THES: IT Swoeth B MSOOT 13

OFFICIN: O.K» 0.Ko IF IE BAD RCLLED OVER DHE
CURRENT ACREENENT. WICE 1S ACAIN WNAT ME DO VERY OFTEN
1N M0ST ACREEMENTS. JUST EXDENOED i1 FOR AND
YEARS, 1T WOULD RAVE RESWTED IN A CERTAIN SET
LEVELS. TRE NOMBEDS THAT ) CAVE YOO VERE IR A
COMPARISOR BETVEEN WAL NoXD mc mm IF
EXTEXDED VNE ACREEHENT THAT M
LEVELS: s!msmmmml Kl!ﬁ
ACRIEVE. D )1°S TRAT BIFFERENCE THAT Stlls A
~ REDUCTION 1M TOTAL ACCESS 10 O0R EARKEY FOR RON-SILK
FOR EVERYININE BUT THE SILK: OF ABOUT 13 PERCENT OR

5
B

ABOUT 785 WILLION DOLLARS. OOVIOUSLY THE GROVN ON TXE

SILK ALSO SUBSTANTIALLY WORLD REDUCE TRE ACCESS THAT
CHIRA RIGHT OTGERVISE NAVE N TRE ABSENCE OF TRIS
AREENENT.

GILES NEVITT: CIVEN TEAT 1K THE ACREE)NENT YOU SalD
THAT FUTURE EFFORTS WOULD BE WADE, AND YOU WOULD BE
STARTIXG CORSULTATIONS PRESUMABLY ARD WHATEVER

(INAUDIELED. IS THERE COING TO BE ANY SORT OF GRACE

PERIOD AT ALL FOR CHIKA 70 INPLEMENT THE EFFORTS OF THE
LUT. T0 CUT OFF THE TRAMSSHIPNENTS BEFORE THE U.5.
DECIBES A, NOY. THIS IS5 WMERE YOU'VE CROSSED OVER THE
ANE AXD KON WE'RE GOINC CUT UNAUDIBLE)’

NCICIAL:  WHAT WE PROVIDED WAS THAT NOKE OF THE
SYACES THAT THE UKITED STATES BAS BEEK MAKING AGAIXST
ke s DUOTA, SINGLE CHARGES ACAINST CHIXA'S QUOTAs

CFFICIM: WMKDTER) MELL, WELL, ACAIE | THINK THE

UNCLASSIFIED
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ACT1OM EAP-£5 . GUILTY PLEAS: PRISON TERXS, YOU KNOY) IN ESSENCE

IFO L06-85 AMAD-9] EB-89 Im-MF (016 NEA-BB OIC-R2
PA-B2  STR§] SA9B /MY

C T e ——1C1FA NN 138

0 219131 I N

R AREMBASSY BENJING

JO ANEMBASSY NEW DECR INEDIATE

USIA WASHDG (ISEBIATE 1214

USDOC WASEDC 1SEDIATE

SECSTATE WASHDC IIREDIATE 2445 ,
INFO ANCORSUL TIONG KONC IMEDIATE .
DSHISSION GEUEVA IREDIATE

ARCONSWL SHERYANG .

ANCONSUL SEANGEA!

ANCONSIL CUARGINGY

ANCORSYL CREBGU

URCLAS SECTION #7 OF 13 BEIJING M1766

SiA

STATE FOR EAP/CH AXD EXP/P: PLEASE MASS USTR
COMMERCE FOR 6SHB/TD/TER/DAS/REATES

USIA FOR EA PIPFE: BIVOMF

REV DELNI PLEASE PASS NBASSADOR HILLNAM
CENEVA FOR DSTR/SEEPEERD

£.0. 1235 WA -
SWJECI' DACKCROVED BRIEFING DY

PE/(5)(6)" INRIARY 17, ON 8.5, -CHIKA HENORNIOWS OF
RSTARDING O TEXUILE TRAGE

OTHER ISSUE IS VSIEN TRESE CHARCES MRE INPLENENTED TREY

AR ALL DONE FOLLOVING CORSULTATIONS M ACAIN THE

<7 LAIGUAGE 1S VERY CLEAR. CONSLTATIONS VITh A VIE¥ 10

SEEKING A MUTUALLY SRTISFACTORY SHUTION. T IS
CERTAIRY ENTIRELY POSSIBIE. TRE COWL OF TRE WITER
STATES 15 ROT 10 CET TRIME-CHARGES, TnE COML OF TiE
DRITED STATES IS T0 SIOP IRANSSRIMMENT. SMID IS
ENTIRELY POSSIBLE THAT TNROUCE TRESE CONSK TATIONS TNAT
WOULD OCCUR FOT EACH INSTANCE OF TRE CEARCE, TMAT
COOLE WORK OUT ALTERNATIVES WHERE CHINA ACIEES.TO TAKE
A VERY SPECIFIC ACTION ACAINST TRE VERT PARTICHR
CONPANY IRVOLVED, AXD THAT THE WIITED STATES WORD 1D
TOAT T8 BE A SATISFACTORY SOLUTION. AGAIN TRE GOl
RERE- 1S 10 STOP TRE TRANSSHIMENT. ANB SO IT MAY Bt
THAY ME NOOLD [OT JECESSARILY EXERCISE TEE MCHT 10 INE
TRIPLE-CHARCE (F E CAN FIND A MOTUM1Y SAVISFACTCRY
SOLUTION TuAT HE TRINX BOES A BETTER JoB OF STOPPINS
THE TRARSSNIPHENT. THAT IS CERTAIRY WITNIN THE
POSSIBILITY OF THE FRAM OF TRE ACREEMENT. ACAIN N
EACE INSIARCE 1€ ARE REQUIRED TO NAVE A COMSRIATION
WIT8- A VIEY TO REACHING MUTOALLY SATISFACICRY SOLMTION.
SO IT §S BOT AUTOMATIC TUAT TRE TRIPLE-CHARCE WOt
OCCUR. 1T IS A RICHT THAT THE URITED STATES MAS. BUT
{1 1S BOT AN AUTOMATIC EVENT.

DEBORAR MAXG, ABC: VAT BAPPENS. ARE TRERE PROVISIONS
FOR THE OTNER SIDE IF THE CRINESE FIXD AX INPORTER I
THE URITED STATES WO’S INPORTING (INAUDIBLE)?

OFFICIAL: AGAIN: CLEARLY PART OF THE COMMITIMEN]
THROUGHOUT THE AGREENENT IS THAT BOTH PARTIES SHAL
TAKE EFFORIS TO STOP TRAKSSHIPHERT AND CLEARLY IN THE
UKITED STATES WE HAVE THAT. JUST LAST NONTR HAD A SEI
CRININAL CONVICTIONS AGAINST GITANO, ¥

KICH IS A
HAJOR IMPORTER OF CHINESE COODS: VHERE AGAIN'ME HAD

SEUTTING DOWX OF THE COMPARY, CLEARLY W' VE RAD YOU
KNOW, |N TRE ORDER OF MUMDREDS OF RIELIOR DOLLARS OF
CUSTOXS FRAUD PERALTIES ASSESSED ACAINST U.S.
IMPORTERS, AGAIN WO ARE CAUTHT ENCASINS N 1T. SO
CLEARLY ME ARE TAKINS ACTION ACAINST U.S. INPORTERS AOD
| TRINK PART OF TRIS WSOLE COOPERATION EFFORT IS ALSO
FURTOER SHARING OF 1LFORNATION BETWEEW IRE LAITED
SIATES AND CHINA ON TRESE KDIVIDUAL CASES. OFFEM INE
PROBLEN FOR US IR TERNS OF ERINCIRS ACTION ACAINST &
.S, IWPORTER IS THAT W€ TYPICALLY MAVE TO SOV
CRINIIAL CONVICTIOR TRAT TRE INPORTER DEW Ok SNOVLD
NAVE KNOAE) AT T0E COGDS MERE TRANSSHIPPED, A©
FRECUENTLY WEAT TEE INPORTER WILL SAY IS ™! Dibw’7
KNOW; | BOUGAT FDOM XYZ BROKER ‘1N JONC FONC, NE TOLD ME
THE COO00S MERE DEALLY BADE 1N MALAYSIA. | TNOGCHT TREY
VERE WUDE I BALOYSIA: | MIDW'T KNOV.® ARD SO CLEARLY
OFE OF TNE THINCS THAT ME NAVE SPENT A LOT OF TINE
TALKING VITH TRE CHINESE ABOUT IS OOR XEED FOR TEEN 10
SHARE INFORMATION. IF THEY RAVE INFORMATION, SHOVING
TOAT TRE B.S. IHPORTED [N FACT CAYE AND INSPECTED THE .
PLANE; THE GOOOS. TRAT TREY VERE BEINC MADE IR SEANSEAS
M0 KNEV DARN MELD TAT TBEY WEXE MADE N CHINA. M

VOULD LIKE EELP WITD TMAT INFCRMATION, SO | THIR
CLEARLY YOU KNON TBIS ACMEENENT ACAIN CONTENPLATES

~ MOTWAL OBLICATICNS ON BOFR PARTIES' PART 16 TRY 10 STOP

TNE TRARSSEIMHONT,

PAT THLER, MEH YOO TUKS: IF I TRE SPACE OF A TEM
YO0 WD SIXTY CLEAR EVIACRCE VIOLATIONS DOES TAAT MEAN
TUAT 1l SEQUEECE YOU DEM VITE EVERY THIRD ONE YO0

AGCREGATE THE THIAL DOLLAR WALIE OF TIOSE TRREE, TRIME

1T A BEDOCT IT FROR TRE GWOTA THER NOME ON 70 THE
NEXT TOREED

OFFICIAL:  ACAIN TRECRETICALLY, JF THE CONSULTATIONS
PO MOT RESULT IB Ay OTRER SOLUTION, YOU KNOV: ACAIKs
OF TNE THIRD TINE WE COULD TRIME-COARCE TRAL, SO SAY
IF IT ¥AS D WUNSRED TROUSMXD DOZEN SHIRIS. ME COULD
BEDUCT CHIIA'S QUOTA FOR THREE WUNDRED TAOUSAND DOZEN
SEINIS. IF TRE NEXT OGF S THEN TNENTY TROUSAXD BOZEN

UNCLASS IF1ED
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- THINX THEY MAD WANTED A CLARIFICATION 10 INSIRE TRAT 1T

ACTION EAP-28

- INFO £0G-88 AMAD-B3 EB-§3  INR-B3 [0-1¢ MEA-BI- OIC-R

PA-B2 SIR- SA-B8 /RGN
S er . 16020 M3 138
0 21337 JMX 84

F8 AERDASSY BELIING

10 AMENBASSY KEW DELNI )MMEDIATE
USIA WASEDC 1WEDIAIE 1215
USDOC WASEDC INEDIATE

SECSTATE UASEDC IMMEDIATE 2446
INFO AMCONSUL NONG XONG VMMEBIATE
USHISSION GENEVA INMEDIATE
AFCONSUL SEENYANC

AMCONSUL SBANGRAI

AMCORSUL CUANGLEOU

NICOKSIN. CRERGDY

UNCEAS SECTION 83 OF 13 BEIIIAC W1166

SIATE FOR EAP/CH AND EAP/P; PLEASE PASS USTR
COMERCE FOR 6588/ 1B/ TEX/DAS/REATES

USIA FOR EA: P/PFFa D/VOAF

NEW DELHI PLEASE PSS AMBASSADOR NILEMAN
CEXEVA FOR USIR/SREPTERD

£.0. 12356: W/A ‘
SURJECT:  BACXCROUXD BRIEFINS B

RE/(D)E)] JANARY 17, 0 1..S.-CHIKA NENORRNDUN OF -
DRDERSTAKDIXG OF TEXTILE TRAE

5163 JEMIS, ¥ DEDUCT SIXTY THOUSAXD JEANS MIB AGAIN
THE DEDUCTIONS TROUCH VOUiB BE SPREAD OMER TN NEXT
TUREE QUOTA YEARS. SO THAT IT WA B KOT BV AL N Of
QUOTA YEAR. TRE DEBUCTION WORD OCCOR IN THE NEXT -
TRMEE YEARS. SO AGANE IF JT WAS SIXTY THOUSAN
JEAXS. umwmmm TUENTY THOUSAND.

TMENTY TROUSAXD.
TONY VALRER: COND ) OUNDINE)

OFFICIN: SIRE.

ToNY VALKER: If AT OUE POINT ORARIBLE)
OFFICIAL: ASME | TIHINK THAT IS NARD TO SPECBLATE.
EACE CONSULTATION YEAR YOU'RE TRVING YO SEEK A WIBALLY
SATISFACTORY SOLETION. | TRINX M FEEL THAT TRE

" CHINESE RAVE TAKEN SOFE IMPORTANT STEPS OM TXIS. |
THIRK THEY ARE BECIMNING TO RECOCHIZE VAT A SERIOUS
PROGLEM 1T 1S. | TRINK ) NAVE A £OOD DEAL OF OPTINISH
TRAT THESE CONSULTATIONS WOULD FREQUENTLY PROGICE.
FREQUENTLY, BUT | MEAX | THINK | NAVE A COOD DEAL OF
OPTINISK TEAT THERE )S A 6000 CRAXCE THE CONSOETATIONS
COULD RESLT IX SOLUTIONS THAT MOCAD SUBSTANTIALLY STEM
THE PROBLEW. SO, F CAN'T SPECRLATE. AGAIK, T ISA
TAREE-YEAR AGREEMENT AND ME WOULD CERTAIMLY INTEND ND
EXPECT TEAT 17 YOULD RUM FOR THAT TAREE YEARS.

FATHY VILHELN: AP:  NWOULD YOU CARE 7O (INAURIBLD
DFFICIAL:  AGAIN | THINK THE OHLY CLEAR CHANGES THAT ¥

MADE WERE SONME LIMITATIONS THAT ACAIN VERE 10 INSURE
THAT THE LAKGUAGE WAS ACAIR CORSISTENT WITH CHINESE -

" AR D PROCEDURES, AND THAT 1S THAT IN THE NATURE OF

5 M0 PERSONNEL THAT WOULD CORDUCT THE VISITS, AMD ¥

~s~7‘}m£n THAT THEY VOULD HAVE 10 BE U.S. GOVERKNENY

OFFICIALS WITH SONE ATTACHMENT 10 THE U.S. MISSION. |

INGLASSIFIED

YOULDA'T JUST BE SORT OF ANYBODY KIXD OF COMINC 1M FOR
TRESE VISITS: TAT I WORD CLEARLY BE THE APPROPRIATE .
0.5. OFFICIALS: AND TNAT CHANGE WE DID ACREE J0. Al
| THINX |7 SIMPLY BAKES IT VERY CLEAR TNAT THE LANCOAGE
1S CORSISTENT WITH CRINRA'S DOMESTIC LAVS A

i

EATHY VILRELM: AP:  THE ©AY YOU DESCRISE 1T, YOU DOX'T
RAVE TO TERL TRE CHINESE COVERNMENT AREAD OF TIE-—

COFFICIN: MO YO0 DO I T0 TELL T caes

SOVERIOENT. ON: OBy 'R
nm Ulllﬂlﬁ Nz --TRE DE OF TRE FACTORY?

OFFICIM: N0 YOU BO 0T,

DEBORAN WAXC. G (IMADIBLE
OFFICIAL:  AGAI AS | SAD ACCORDING TO DOMESTIC LAVS

AxD PROCEDURES, AMD TREY WOULD BE TAE SAX PROCEDGRES

IR TRE ORITED STATES, -MOEM THE CRUMESE OFFICIN MO
TRE U.5. OFFIC)AL SOOW WP AT TNE DOOR STEP ARD SaY X
WULD LIXE 1O JOUR TRIS FACILITY, THE FACIORY DOES LAVE
TXE RIGAT [N TBE ABSENCE OF A SEARCE WARRANT 10 SAT B0
TEAT WOGLD Bt TE SAE IE TRE WMITER SIATES,

BONE TEIPEST, LA TIMES: AND TEEN WRAT

OFFICIAL:  AKD THEN YOU. § THIME, RAVE A FoRTEER
DISCOSSION WiTD FHE CHINESE ABOUT WMETRER ANYTHINC
FURTRER SRCULD BE DORE, PROBABLY WMAT WouLD LPEN IS
VE WOULD ASK .TIE CRIKESE TO-DO-A FURTEER INVESTICATION

OF TRAT FACILITY. BECAUSE CLEARLY TBE FACILITIES WE'RE

PICKING OUT ARE OXES WSERE NE BAVE SOME REASON 79
BELIEVE TNAT TERE 1S A PIOBLEN. AGD VE'RE N6T COIK
TO VILLY-MILLY €0 BIT FACTORIES. TRESE FACILITIES TAAT
IE 0 INTO ARE ORES WIERE ME NAVE REASON 10 BEL IEWE
TNERE 1S TRANSSEIPMEUT PROBLENS. | TRINK I TAAY

B W e emm—
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BSiA

STATE FOR EAP/CH AXD EAP/P; MEASE PASS USTR
COMERCE FOR ESB3/TD/TEL/DAS/RRATES

. USIA FOR EM PIPFF. BIWOAF
NEY SELEI MEASE PASS MBASSADOR NILLKAN
CEREVA FOR WSTR/SREPREDY .

E.0. 12356: Wi
SUBJECT:  DACKSIOUND BRIEF ING BY

E6/(5)(6) UNGIART 17, G0 V.S, -CRIKA ENCRAXDUN OF
ERSTADING 60 TEXTILE TRA

JUSTANCE VE WOULD RAVE A CONSIIATION VATH VHE CRIDESE
AND SAY LOOK: TOESE AXE THE REASONS ME WANTED 10 1OOK

AT THAT FACILITY: ME DO THINX TRERE IS A PROBLEM TRERE.
WE ENCOURACE YOU 70 IINESTIGATE TMIS FACILITY. -

RORE TENPESY, LA TIMES: TRE IRESTICATORS WOULD BE
CUSTONS OFFICERS BASED BERE (IKAIBLEN?

OFFICIAL:  BOT BECESSARILY. WE AGAIN. ¢ TRINK (V'S
VERY CLEAR: THAT IN DOST ONSTARCES THE DELECATION WoutD
PROBABLY BE LED BY THE U.S. COSTOMS ATIACKE W80 IS

- STATIONED EERE IN BEJJING. AKO ACAIN | TRINK THAT IS A
POSITIVE DEVELOPHENT FROM OUR SIDE IN JERMS OF STEPPINC
WP DUR EFFORTS TO COOPERATE N TBIS, 1S THAT WE DO MOV
NAVE SOMECRE FRON TEE U.S. COSTOMS SERVICE STATIONED
BERE 1N BELIINS

SAXDRY NEKDRY, JOURMAL OF COMERCE: {INAUDIME)

OFFICIAL: YEAN. I MEAX | THIK 1TS BEEN OCTOBER 08
ROVENRER. \

SAXDRY REMDRY: JOURKAL OF COMERCE: ONE (INAUDIBLD)
FURTEER QUESTICN, VOULD TREN TR A OWLTIFIBER
ARRANCEMENTIs IF 1T WERE ACTUALLY COING 10 BE

ABOL ISHED: VOULD TRAT BE TEX YEARS OR FIFTEEX YEARS--
OFFICIAL:  TEN VEARS.

SANDY HENDRY, JOURNAL OF CONNERCE: TEN YEARS, BUT THE
U.S. YAS SAYING 15 AT ONE POINT. THERE WAS THIS
. SUSPICION THAT THEY WERE COIRG TO KO GIVE 11 UP» ARD
© T WHEN THAT 1S GIVEN UP WHAT HAPPENS T0 ALL THESE QUOTA
+ i) RESTRICTIONS DO YOU HAVE 1O THEX TARIFFS OMLY OR--

OFFICIAL: ASAIN+ UNDER ‘THE TERMS OF IRL URUGUAY ROUND V

EEEn

LR T R S

 TELEGRAM

BELJIX #1766 83 OF 13 uMI8I SHL6S47
ACREEMENT 1T IS A TEN YEAR PHASE-OUT, [T WOULD BECIN
WHENEVER THE URUCUAY ROUND IS INPLEMENTED: TRAI COULD
BE JANUARY LST OF 1335, BUT IT REQUIRES ALL 114 €ATT
CONIRACTING PARTIES T0 BE ABLE TO PASS THE APPROPRIATE
LEGISLATION: PET IT IN10 PLACE, SO 17 IS POSSIBLE THAT -
TRE URUCUAY ROUND WOULD KOT BE IMPLEMENTED UNTIL JMY 1
OF 13-, AGAIN KOBOOY KROWS FOR CERTAIN. 17°S WEEN
ENOUCH OF TRE CATY CONTRACTING PARTIES NAVE BEEW ABE
T0 PASS TRE APPROPRIATE LECISLATION: BUT FROM WRATEVER
BATE IT IS THAT THE ROUXD COES INTO EFFECT IT°S & TEN-
YEAR PERICO. AND: WES. AT ISE END OF TNE TEN-YERX
PERIOD TRE GOOTAS NI ENTIRELY PRASED OU1.

SAKDY NENDRY JOURNAL OF COMERCE: (INAUBIBLE)...SO WILL
Y00 BE BASICALLY ALLOVING. | MEAXN PHASING OUT, TWAT
MEARS YOU'RE COINK 1O MO BE ALLOVING NORE AXD MORE
glg{% gﬂlli& T0 COME IX AXD TREN YOU JUST CET RID

OFFICIAL: MELL, ACAIN, TEE VAY TBE PRASE-OUT OF TOE
IFA HORES WNDED TRE CATT ACREEMENT IS IN ESSENCE T
SEPARATE PIECES, OKE OF MEICH WE CALL INTECRATION. AND
MEAT THAT PEANS 1S TNERE. IS A TOTAL, IF YOU VILL. SET
OF COODS. MEASURED (N VOLINE TERNS. - FOR EASE OF My

MATN °LL PREVEED TRAY IV IS A WUNDRED. AND VE NAVE 10
ASSESS BOW MOCH OF THAT D1D WE )MPORT IN TNE BASE YEAR
OF 1395 AND LET'S PRETEND TUAT 11°S A BWDREB MILLIOR
SUUARE METERS. | . ‘
T'S A INCE LIST OF PRODOCTS. € ADD

U BOM BAIY SOUARE METERS DID WE INPORT OF ALL OF TROSE
PROOULIS 1N 1330 AID THAT IS OUR DASE BNEGER. I
URUCRAY ROUND ACREEMENT RECUIRES VRAY 1N TNE FIRST
TRANCEE, IF YOU WILl. TRE FIRST THREE YEARS OF THE
PRASE-OUT THAT Mt WST INTECRATE 16 PERCENT OF TMAT.
S0 IF 17 MERE A WOKDRED NILLION SOOMRE METERS WE WOOLD
EAVE 10 TAKE 16 BILLION SCOARE METERS. BOMEVER: ACAIN
ME OULD PILK WGATIVER PRODUCYS ADRED @F 10 16 MILLioN
SUOARE METERS-AXD INTECRATE THOSE, THAT MEANS LIFT AL
GOOTAS OF TROSE. 1N TNE SECOND STACE W WOULD NAVE 10
INTEGRATE 17 PERCENT, SO ME TAKE 17 MILLIOR SQUARE
METERS: FIND PRODUCIS WORTR 17 MILLTOR SOUARE METERS,
INTECRATE TRAT AD THE THIRD STACE IT'S 18 MILLIo®
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ANCONSUL SEENVARS .
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WCLAS SECTION 1D OF 13 BELJING MIITRE

Uik

STATE FOR EAP/CR MO EAP/P PLEASE PASS BSTR
COMMERCE FOR BSD0/TD/TEU/DIS/RIATES

USIA FOR EA P/PFF, DIVORE

NEW DELNI PLEASE PASS MBASSADOR RiLLnmt
GENEVA FOR DSTR/SREMIEMD

£.0. 12356: WA
SUBJECT:  BACKCRODKD DMEFING BT

iPE/(B)E)CINMARY 17 08 .S, -CIIA MEIRND 0F
ST OF TEXTILE TRA

SCARDIVIDUAL COUNTRY. ROV FAST TXOSE QUOTAS CRoW NAS 10
" BE MLELERATED ACCORDING TG A FORMRA IN THE TEXT. SO«
IF YOU RAVE ARIATEVER YOUR CHOVTH RATE IS CORREWTLY, THE
URDCUAY - ROURD TEXT WOULD REQUIRE TBAT ME INCREASE
MHATEVER OF IS DY 16 PERCENT IW TRE FIRST SIMGE: 25 .
PERCENT N YRE SECOND STAGE MO 1) PERCENY 1N THE THIRD
STAGE.  HOV CHINA IS BT YET A CATT COURACTING PARTY:
$O CHINA ¥OUUD ROT BE ENTITLED 10 THE PRASE-OVT
LIBERAL 1ZATION PROVIDED FOR 1N TRE WRYCUAY ROOKD TEXT
DNTIL IT BECOMES A CATT CONTRACTIRG PARTY.

KATHY VILBELN: P: OF TUAT BAPPERS TNE BEXT VEAR DO
100 BAVE 10 RENEGDTIATE THIS?

OFFICIAL: RO, THESE LINITS LOOLD AUTOMATICALLY BE
NOTICED DMDER TRE TEMS OF TRE URUCOAY ROUND AGREEMENT
10 THE TEXTILE SURVEILLANCE BOOY. MO TREW IF CHIMA ~
BECOMES: VEEN: YOU KOW ALL CATT CONTRACTING PARTIES
AXD TREIR QUOTA LEVELS ARE, AGAIN YOU BAVE TRIS BASE
TEAR THAT CETS BOTICED: AXD THEN TNE FODMRA APPLIES
AUTOMATICALLY. 30 17 tOULD BOT REED: \E WORD NOT MEED
10 REMECOTIATE TRE ACREENENT. RATEVER THE TERMS OF
THIS AGREENERT IRE HOULD BE THE TERMS THAT W WOULD
NOTICE 7O THE TSB, AND THEN CXINA WOULD SET ACAIE THESE
ACCELERATED GROVTE RATES BASED DN TRE CROVIN RATES TaAT
ARE CONTAINED I¥ THIS ACRECMENT. AND TEEY mn BE

EXTITLED TO THAT AUTONATICALLY AS WOULD AL GAU
CONIRACTING PARTIES.

SUTKERLAKB. THE WASHINGTON POST: IS THIS AGREEMENT
- AGHLY EOUAL 10 WHAT Ve RAVE WITH LOREAY  UINAUDIBLE)

OFFICIAL: KO: §TS HUCK LARGER. CHINA 15 BY FAR OUR

UNCLASSIHIED
~ Department of . State
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 NUKBER OKE SUPPLIIR.

DOM SUIRERLAXD: THE WASHINCTOR POST: | MEAN 1N TERMS OF
THIS AGREEMENT?

OFFICIAL:  THE TERMS OF TRE AGREEMENT. ACAIN | wouLd
BAVE TO LOCK AT TRE GROVIN RATES FOR KOREA TO TELL YOO
TEAT, BUT | TRINK ACAIN KOREA BAS PROBABLY SLICITLY
ig}g CRONTE RATES. 1°M SORRY, SLIGEILY BICHER CeowTh

BON SUTRERLAID, THE HASRINCION POST: (INAUDIBLE) | MENN
T VAY IN THIS (INMBIRLED IS ENFORCED.

OFFICIAL: YES, ) YOULD SAY IT IS ROUCMLY., YES: YES.
YES, T IS JUST S TOUCK AS TME OME WITH KOREA. YES.

ARDREY CUINN: | MONDER IF YOO COOLD TELL US, THIS
AFTERTIOON )T SEERED AS TROOCH AT LEAST FROM TEE CSINESE
SIDE YE ERE CETTING TNE STORY THAT TBE ACREENENT WAS
O, COME NERE AT 2238 GOPS 11°S WOT O (T°S NOT OO
NED NE WERE TOLD A SO FROS THE AMERICAN SIDE THAT THEX
VAS AU ESSENTIAL ACREEMENT )N PLACE BUT TNAT TRERE WEME
VARIOUS KEY BETAILS TREAT COULD EITRER MAXE OR BRENX (1.
TRAT 700 MERE EITRER COING TO STAY OR ALK

URNSINED CORP TELL WS WAT 700 VERE TALKING ABOVT:
WIAT TERE TUESE ADSOLUTE KEY BETAILS TRAT COND BAE
SCOTCRED TIE MKE DEALY

- GFFICIAL: . BOUT CTUALLY 1T WASK'T, 1T MASK' T JUST O,
17 VAS A WIOLE SET OF ISSUES. AKD AGAIN | TII &

PORTION OF TNEN WERE LITERMLY TRAT AGAIN YOO SORY oF

REACE AGREEMENT 101 PRINCIMES BUT THER MGEN YOO MRITE ’

AL THE DETAILS DOWML ACAIN TRERE'S CONCERNS VAT THE
LAKGUASE TRAT YOU DRAFTED NAY OR MAY NOT REFLECT WIAT .
PEOPLE TROUCHT TLE ASREEVENT aS, SO AN AWEL LOT OF
TRE BACK ARD FORTH 1S CLARIFYING AEIAT WAS JEANT BY INE

- ACREEMENT AXD THIY WEETRER THE [ANCUAGE REFLELTS ML

#XD THAT VAS A PIRT OF 11. MDD 4

PART OF 1T WS )
TR THE CRINESE CAE BACX A mz,m! LIKED SO
AODITIONAL CONCESSIONS. TEAT BY b (ARCE | THINX M

msammtuuwuasmm!u. TRAT
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4] ]

STATE FOR EAP/CH XD EAP/P; PLEASE PASS USTR
COMERCE FOR S300/ TD/TEX/DAS/MMAYES

USIA FOR EA- PIPFEs B/VOMY

JEV DELRI PLEASE PASS MBASSADOR Illlﬂl
m FOR WSTR/SNEMIERD

E.O. 1206
SURJECT: BACKCROUND BRIEFING

INMY 11 o v.5. I mum *
BRDERSTARD |G 00 TEXTILE TRADE

FELT THE ACREEXENT THAT WE MAD REACKED MAS THE
ACREENEXT TRAT YE AD PREPARED 70 REAC. AND TRAT A
FAIR JUYBER OF JODITIONAL CORCESSIONS THAT CXIRA

11 WIS AE EXDED UP SAVIRG, THIS IS TEE ACREEMCNT. X
ARE EOT PREPARED 10 BOVE FURTRER TEAX TRAT. .

BEBOLAN WAKG, MEC: YO NERE CETTING READY nmnm‘

OFFICIAL: | BAD O PLANE TO CATCH: SO 1 NAD SAID ML
MLONC YRAT | NEEBED T0 LEAVE AT 4:38. TRE CHINESE CNE

BACY AT 8:78 NO SAID TREY WORLD LIXKE T0 WAVE A LITTLE

CCLARIFICATION. A1 BOUR LATER: WITB THAT CLARIFICATION

TAEY FIRALLY SAID OKAY:, S0 VE VOULD REACE AN ACREENEN].

DEBORAN NAXG, ASC: WY BID §T COME DOWN TO THE LAST
W

OFFICIAL:  YOU NAVE TO ASK TRE CHINESE TMAL. AGAIL |

DO THINK PART OF 17 IS. F1°5 ONE THINC TO REACE &
ur.m ACREENENT, AXD THEN IMEN YOU ACTOALLY DANFY IT

P INTO LEGAL TEXT, TBERE JUST ARE SOME DIFFERENCES.
B YOU KNOY LANGUACE PIFFERENCES AND OTHER TNINGS, |
HEA, YOU KNOW: Y00 AKD | COMD AGREE TO SOMETNING MID
- TREN WHEN | WRITE 1T DOWN YOU WOULD SAY MELL 1'% W1

SURE TRAT'S EXACTLY VAT | FEANT OR VAATEVER SO SOME OF .

17 VAS) YOU ENOV THAT*S A LONS PROCESS A'D '

* THEORETICALLY REACHED THIS ACREEMENT AT 13:39 08 11:89

0°CLOCK, BUT YOU KNOW TS KINE OR TEN PAGES OF TEXT. .

YITH TRANSLATION AKD ALL OF THAT, § JHINK PART OF IT 15

JRAY TROSE KIXD OF ISSUES.JUST DID TAKE A WHILE. THEY
DO IN EVERY ACREENENT. - SO I THINK SOM OF THAI WAS NOT
USUAL. SOME OF I, THE REST OF II. l T8t HK YOU HAV
ASE THE CHINESE. -

VANTED. M€ VERE ROT ABLE T GRAKT. SO | TRIN PANT OF

PAT TYLER, THE NEW YORK TINES: VAS THAT FINAL ROUND OF

UNBLASSIFIED

c&cgsum 1N THE GROVIR AREA OR 1N TRE Elf&ﬁflﬂ'f
A .

DFFICIAL: BOTH.
DEBORAR WAXC. ABC: MEN TNE U.S. MADE KNOW ITS -

- INVENTIORS TO LOVER CRINESE GOOTAS IF THEY: MO

ACREEWENT REACEEDs BAS THAT A MECOTIATING PLOY,

 WATEVER-- 1IRARDIBLED

OFFICIAL:  ACAIN THIS NAD BEEN TRE POSITION THAT I RAD
TAXEN FROM TEE VERY BECINNING OF TNE RECOTIATIONS: (WAT
14 TRE ABSEXCE OF AX ACREEXENT TRAT ADOMSSED THE

- PROBLEMS THAT YNE MRITED STATES NAD. AE WOURD MAVE N0
CEOICE PUT 10 TAXE OWILATERA ACTIOL AXD TO TAE IT AT

THOSE LEVELS. SO IN TRE VERY FIRST SESSION THAT ¥ 10

WITH CHINA BERE 1N BEVJING, VRESE LEELS OF 26 PERCENT

CUIS AKD 35 PERCENT CUTS MERE CLEAXLY LAID ON TE
TABLE. IR THE PREVIOUS SET OF TALYS VE NAD {N CENEVAL

. WE ACTUALLY CAVE TREN CATECORT BY CATECORY THE WMBERS,
-BND SAID> ACAIN, IN THE ABSENCE OF M ACREEMENT WIS IS,

AT THE SUITED STATES WILL PUT INTS PLRY, SO § TR

- TRE ACTION TRAT ME TOOK VAS ENTIRELY CONSISTENT TTR

HAT ME BAD SAID THROUCBOUT TBE RECOTIATING PROCESS.

THAT ESTHER ME NEED Al ACREEMENT THAT ADORESSES 1MIS
PROBUEN OF TRANSSUIMENT O TRIS IS COING 10 of 1K
RESWLI. SE I TRIK IT WAS ENTIRELY COMSISTENT wila

© VBAT ME BAD SAID TIROUCHOUT TNE NECOTITIONS.

KATHY HILRELM. AP: BIB YOO SAY SILK Nllf HIANIRD

 OFFICIAL: CORRECT) CORRECT.

gm-mlmn.m AT 1S THE VALIE OF TAAT OO PR

- OFFICIM: ASAIN- | DON'T-HAVE: TRE MOST v-m-mt
‘FICURES ON WAT THE TOTA IS. 1 M I INVE 1T 18

" SOUARE NETER TEMNS. BUT YOU WANT 1T 1 DOLLAR TERSS A

©TOAT’S VEAY § DONCT RAE, 1 DEAN IT'S 406 MiLLiW .

- SOUMRE NETERS. . 1”8 SO | THINK TAT'S CORMCT II'S
MIR&THT 2.2 BILLION DOCLARS. 1 BELIEWE IT°S 'R
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ACTION EAP-88
IFO 10G-0 AMD-1 EB-89  UR-B§ 10-16 WEA-B8 OIC-R OFFICIAL: | GUESS TUEY'RE MAXING ROM-VRINKLE COTION
P SIR-gl SME /Y WO | W CORENT OR 1T, ,

P 161316 2181411 /38 ,
0 200332 M % - DEBORAN WANG, ABC: BY THE VAY VEAT ARE YOU VEARIKG 1

F MUEBASSY BELJING
T0 MEMBASSY NEH DELNI IDEEDIATE OFFICIAL:  WADE I THE USA.
USIA VSRS IMEDIATE 1219 |
VDO KASIDC IWEDIATE | DEBORAT WAMG. ABC: M THE BLOUSEY
SECSTATE VASIDC IWEDIATE 2638 ‘
IXFD AXCONSEL NOKS KOIG IWEBIATE OFFICIAL: | BUN'T KXOV OB TAT ONE. TRE REST OF IT I
VSHISSION GEREVA. IBEDIATE ' MDE 13 THE USK TRAT ) CAN TELL YOO,
NICORSIL SEENTANS . |
NEOSHL SINCIAL : KATRY WILEELN AP: COD Y08 €0 BACK 10 THE
NCOKSR COMCINDG {USPECTIONS OF FACTORIES. THAT MAS OKE OF THE NS
MCONSE. CXENGH o - BRNMTIC TRIKCS TAT WS 1N THIS ACREENENT: | MEMK

A | (NMDIDLE) YOO SAID SIME (IABDIELE) BUT IN TERNS OF
VCLAS SECTION 12 OF 13 BELJING BRITSS- . THE AGYIKCED VIMING, THE X1ID'OF VARNING THAT YOO
& : “GIVEs UNADDIBLE) 1S TUERE ANY CHANGE--

OFFICIA: D0 N0,

STATE FOR EAP/CN D EAP/P; PLEASE PASS USTR . -
COMEREE FOR 6S83/TO/TEL/DAS/RRATES AT TRER LY. THES: \NAT STATVIE BID THE CHlMESE
USIA FO8 EL PAPFFs D/VOLT : ) » '
NEV DELY) PLEASE PASS AYGASSADOR HILLWAR CITE TRAT WOD REOIRE TRE PUBLIC SECURITY BUREAD IN
GEXEVA FOR WSTR/SIEPEER : CAIRA T AVE A NARRANT BEFORE ENTERING THE FACTOM

OFFICIAL; 0w ACAIR- NE DIMT CET INTO YRAT, BECAUSE
ACAIN TUE PRESIRPTION IS TRAT ME ARE COIRG 10 03 AMD
SEEK VOLUNTARY PERAISSION T8 CO INTO TRESE FACILITIES.

. AGAIN TOE TEXY IPLIED TRAT ME-WOULD SEEK VOLUNTARILY
T0 ©0 HITG TRESE FACILITIES.

.0 1256: WA
 SUBJECT:  BACKGROUED BRIEFING

(6| JNIGARY 17 Q1 1.S. -CHINA HENORARDOR OF

INDING O TEXTILE TRADE , ,
PAT THER: LY, TUES: BT THEY DIDE'T MMGUE TMAT THERE
SORRY, | GHY VAN 10 RECKLL THE WOVBER OFF THE 10P OF ‘ WAS EGUIVALFUCY BETVEER LECM. PROTECTIONS—
MY SEAD: AGAIN IT 1S DECOTIATED 1N SOUARE NETER TERNS, :
WRICH ALL LINITS ACE RECOTIATED IN SOUARE METER TERMS, - : OFFICIAL: - AGAIG THIS TEXT IS TEXT THAT E BAVE POT I
SO 11-1S-THE TOTAL OF TEE SOOARE. METERS TRAT CHINA HAS - A LOT OF OTAER AGREEMENTS. THAT-¥AS REALLY.BOT SO MCH -
SAIPPED 1N SILK APPAREL I 1333, 1T WOWLD BE SET AT OF AR ISSUE [N THE DECOTIATIONS.
THAT LEVEL, TEEN WITH A U PERCENT GROVIN RATE. ‘
. : DEBORAL WG, ABC: ARE YOO SATISFIED WITH TNE AMOONT
KATHY WILRELE AP: ONE PERCENT FOR 347 . N TEE RESOURCES TEAT ARE WOV DEWOTED 10 THE
EXFORCENENT (IADIELED OR IS THIS SOMETHING

OFFICIAL: CORRECT.
KATEY VILBELN AP: OXE PERCENT FOR 957

OFFICIAL: CORRECT, CORRECT.

EATHY VILBELR AP: WY WAS 1T F

ELT NECESSARY 10 |MPOSE
A QUOTA If TRERE THAT BAD NEVER RAD A QUOTA BEFORE?

OFFICIM: WELL ACAIIL 1 THINK PART OF 1T IS INAT SILK
NAS BECOME A VERY DIFFERENT PRODOCT THAN IV WAS SEFORE.
RGAIN PART OF THE REASON. 1T°S ROT COVEREB. IT BAD-¥O)
TRADITIONALLY BEEN COVERED BY TNE MUALTIFIBER
ARRARCENENT, 1S THAT 17 RAD BEEN A VERY SHALL MARKET A
VERY SELECT MAMCET. BOY PRODUCED IX VERY MANY COUNTRIES
AXD NOT COMPETITIVE, | MEAN NOT COMPETING I JHE SAXE
MARKET: AND 1 YHONK A LOY OF 47 iS: #1°S BECOME & VERY,
VERY DIFFERENT PRODUCT. I TERNS OF SALE, USAGE.

MARKETING: ETC. 1 TRINX YHEN PEOPLE NECOTIATED THE
FULTIFIBER ARRAMGEMENT HO ORE COULD HAVE DREAMED THAI
YOU COULD BUY A SILX BLOUSE FOR 1B DOLLARS AND PUT 1]

N THE WASHINS MACHINE. SO+ 1 DO THINK [T HAS BECOME A

AAFTERENT PRODUCT. \
YATHY VILKELA. BP: YOU STILL HAVE 10 IRON THE DAM
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KEYNOTE ADDRESS

U.S. TRADE POLICY IN TRANSITION:
GLOBALIZATION IN'A NEW AGE

HON. MICHAEL KANTOR*

Think about what has happened in the last few years and how our |
world has changed. The Berlin' Wall has come down and the Soviet
Union has disintegrated. Market economies and democracies are on the
rise all over the world. The U.S. and Russia no'longer point their missiles
at each other, and now the Ukraine does not point their missiles toward
us as well. That is an amazing sea change ‘in both our political and
strategic concerns and it leaves us free to con51dcr some critical areas,
including trade, as we address the lmportam area of our economic
relations between nations. Now our economic security has become our’
national security, as the President has said. The way in which we interact
with other nations in trade and our international economic dealings will
have a profound effect on the building of market economies and
democracies and whether or not we are gomg to pull together—or pull
apart—in this world.

Just look at what has happened economlcally since:the Second World -
War. From 1946 until the oil shock of 1973, we were the most dominant
economy in the world. We were unrivaled in our ability to produce, be
self-contained, build a growing middle class and sustain the American
dream. We were able to open our markets to others in order to build up

- Japan and Western Europe as bulwarks against Soviet expansion and

Communism. In fact, it worked. It was a very effective policy. ‘
But in 1973 things began to change. In fact, because the policy.
worked, what has been called by many a tri-polar economic world

" developed. Japan, the European Union, later the European Community,

and the United States became the three world economic powers.

In this post-Cold war era we are faced with the third great interna-
tional trade challenge of this century. The first, after the first World
War, we didn’t meet. We closed up. We tried to close our markets to
other countries, increase our wealth and deal with the roaring depres-
sion by closing down. It didn’t work. In fact it was a disaster.

1 .

* Ambassador Michae! Kantor currently serves as the United States Trade Representative,
This article is transcribed from the keynote speech given by Ambassador Kantor.
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In 1946, after the Second World War, we did the opposite. We took on
international responsibilities and we opened up. We grew not only our
economy, but the economies of the western world. And that was some-
thing which we can be proud of and for which our parents and those who
were our predecessors can take great credit. :

Now we are faced with a third great challenge. And the questlons for
us, as the President stated at American University, another great school
in this District, on February 26, 1993, is whether or not we are going to
meet this challenge. But as we look at how we are going to meet this
challenge, what are we faced with? '

Fitst, the U.S. economy depends more and more on trade. Twenty six
percent of our gross national product is trade, a total of $1.6 trillion
dollais in goods, services and investment. Second, there is an increasing
globalization of our economies. If you are going to go out.and buy a car
tomorrow, that car is going to be advertised by a British company
probably, is going to have component parfs made in Japan and the
United States and Canadz{ and is likely to have other materials that
come from Latin America or Asia in it. : :

We have become an interdependent economic world. And it will only
continue. By understandmg that our future is in taking advantage of
this interdependence, we aqe going to open markets, expand trade, and
build jobs here in the United States.

Market economies are bmldmg all over the world. Democracies are
building all over the world. Look at Latin America and ‘what has
happened in just the last few years. Look at Chile with ten pertent
growth, four percent unemployment, a trade surplus, and a budget
surplus. We would like to replicate these facts and figures here in the
United States. Look at what is happening in China. Look at what is
happening in Indonesia and Malaysna, and look at what is happenipg in
Venezuela and Argentina. Ec\;onomics with hugc potential, growing very
fast, opening up their markets, engaging in market economics, and
growing democracies, something that of course we want to support.

How do we deal with this changing situation—interdependence, a
global. economy, globalization of companies, and the growing market
economies? First, the only constant in the world of economics and the
world of trade is change We ‘lhave to be ready and flexible to meet that
change. Second, we have to look not only at the opportunities, but also
accept résponsibility in globaligrowth. V

Finally, we have to meet this third great challenge that 1 talked about,
which we are going to lay out here today. That challenge is to first
become more competitive and productive here at home, which the
President through his leadership has done so well. First, hold down the

1228 ‘ | [Vol. 25



http:happeni.ug

S an
ur

hov

or
1ol
to
118

31X
on
ng
ar
ny
he

at, -

iy
of
nd

Lire
1as

rat
Iso

ut,
rst

:he
‘he

.25

TRADE POLICY IN TRANSITION

deficit, hold down long- term interest rates, and create pnvate capltal for

~ growth. Second, invest in infrastructure and training and education.

Invest in worker security and re-employment programs, which Labor
Secretary Robert Reich is leading, which are critical if we are going to
continue to have the most productive and competitive workers in the

- world. Third, we’ve got to reform our education system. Fourth, we must -
~have health care reform. A thousand dollars of the cost of every.

automobile built in the United States of Amerlca is health care costs.
Now if you don’t think that affects our competitiveness, you aré not
understanding what is going on in the global economy. We have got to -
get control of those costs. We’ve got to cover everyone in the country and
provide health security for a lifetime, but we also have to bring down the
cost of doing it. Fourteen percent of our GDP is now spent on health
care. That is probably the most in any developed country in the world
and it adversely affects our competltwcness around thc world. Fmally,
we need welfare reform. »

So, as we try to advance the President’s. program this year in the

- Congress—welfare reform, health care reform, the workers’ security

and re-employment program led by Bob Reich, educational reform—we
must then build our markets to take advantagc of a newly competitive
America. - ‘

As we try to take: advantage, what are the assets that we have in the -
United States? This is a society that is never stagnant and is constantly -
rﬁplemshmg itself, not just with material resources but with human
resources. Nothing is more important than to understand and be
comfortable with the fact that we are in la constant state of c.hangc,‘

- especially in terms of people coming to our shores with new ideas and
-new energy. That is important for us to recogmze and not to be afraid of,

but to embrace as we always have. There is'now in this land a sense that
somehow legal immigration into this country is hurting us. No, it is
helpmg us. It is a constant source of new ndeas and new peoplc and new
energy that is going to make America more competitive in the future.

" Geographically, we are the best positioned nation on Earth. There is
no other great economic power in the world that is both an Atlantic and
a Pacific nation—not the European Union, notjapan and not China, as

-it grows to be an economic power.

‘That is enormously -important if you recogmze that proximity is
important to successful trade. The largcst trading relationship in the
world between two countries is between the U.S. and Canada. Canada,
with twenty-seven million people, has less than the number of people.in
the state of California, yet it and the U.S. have the greatest trading relation-
ship in terms of dollar value in the world. Prommlty makes a difference.

j
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So geographically we are well situated; by the way we handle change, -
we are well situated; by the fact that we constantly replenish the
American dream by bringing new people to our shores, we are well
situatedl. ' |

- We have a growing economy. Housing sales are up, housing starts are
up, consumer confidence is up, and unemployment is going down. Jobs
are rising, and new investment is occurring every day. That is critical if
we are going to take advantage of these new and growing markets.

What are our opportunities in 1994 and what are our responsibilities?
First, let us look at what happened in 1993— at least allow me a little bit
of a victory lap. I think the President of the United States deserves a
tremendous debt of gratitude from the rest of the world for what he was
able to do in just eleven months of his administration. ‘When he came
- into office the Uruguay Round was moribund. This is no criticism of
Ambassador Hills or President Bush. Frankly, let me say parenthetically
_ none of this would have happened without the good work starting with
Bob Strauss through Carla Hills and starting with Jimmy Carter through
George Bush. A lot of ground work was laid for our ‘success in both
NAFTA and the Uruguay Round. There is too much of this in Washing-
ton, taking credit, as if we arrived on the scene and no one else was
around, nothing had ever happened before, when a lot had happened.

‘But the Uruguay Round was moribund and a disengagement had
occurred between the European Community and the United States. The
President through insisting on a market access agreement at the G-7
meeting in Tokyo, reengaged the round and set the stage for first the
U.S. and the European Union, and then the rest of the world, to agree on
a Uruguay Round.

Also, the President, with tremendous energy and foresnght and great
advocacy, did the impossible—he put the NAFTA through the Congress
of the United States. I really love seeing these shows on Saturday and
Sunday here in Washington. Up until the last forty-eight hours, they
said, “‘dead, done, crazy, stupid; you are making a big mistake; it is going
to kill Bill Clinton; this is the worst thing he ever did; he should never
have taken NAFTA to the Congress; he’ll never get enough votes.” Two
hundred and thirty-four votes later, they said, “see, we told you he could
do it if he just hung in there.” '

This President, through his absolute commitment to building a
- western hemisphere open trading regime, put the NAFTA through by
the sheer force of his commitment and his personality and his intelli-
gence and his willingness to see about 140 members of Congress
between September and November. The importance-of that can’t be
overstated because it led to a successful APEC—Asian Pacific Economic
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Cooperation—forum and then, of course, to the Uruguay Round. So,
with NAFTA, APEC, and a successful conclusion of the Uruguay Round
in 1993, this President had as good a trade year as any President in
American history, and he should be recogmzed for what he was able to
accomplish. : :
However, in 1994, what we do may be less visible than what we did last
year, but it will be just as important. Just look at the agenda that we ‘
have. First, let us take the Uruguay Round itself. First of all, we have to
increase market access offers by February 15, especially from Japan in

_things like wood, copper, leather, shoes, financial services and so on.

Second, we have to have an expeditious ratification by the Congress of
the Uruguay Round. Third, we want to look-at a new agenda—and [ am-
going to talk about that in a couple of minutes—in trade, which should
be fostered by the new World Trade Organization, but needs to be
sustained through bilateral and regional alliances as we build toward a
true world trading system. We need to build on an effective dispute
settlement mechanism in the World Trade Organization and ensure
that an activist United States government makes this mechanism work
and work well.. :

Obviously, we have to open access tojapan We are in the middle of
framework discussions with the Japanese, who have a full team of people
over here today at the deputy ministerial‘l:evel for five days. We are
hoping to make progress in those talks. As you know, we reached a
Framework of Agreement at the G-7 meetings in Tokyo in July 1993 and
we are still trying to make progress in that connection. But we have
more todo with Japan than just the Framework talks: market access, the .
‘Uruguay Round, and to look at the current trade agreements we have to.
see il they are working. Semiconductors, computers, super comput-
ers—we have a number of agreements with the Japanese that are really
not working as well as we would like, that aren’t providing the kind of
access to the Japanese market, the second largest single market in the world.
~ In"China we have a market access agreement that is working in some
respects. The Chinese are lifting quantitative barriers on about 256
items and goods, but they are not opening up in agriculture as fast as we
would like. We just reached a textile agreement with them and we need
to make sure that is enlorced, to stop the transshipment of textiles and
apparel, circumventing both U.S. and international law. China wants
"GATT accession, and in order to achieve that China will need to work
with the United States and others to maice sure it is adhering to world
‘trade regimes.

There is no greater opportunity for us than in Latin America, the
second-fastest growing economic region in the world. Only Asia is -
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street is absolutely essential if we are going to bé faithful to our
obligation to represent our clients: the American people and American
workers. We can no longer afford to have others not take responsibility,
and keep their borders closed to lock out U.S. goods, when our borders
are open to them. That doesn’t mean we are going to close our borders. -
It means we are going to do everything necessary to open up this trading
system and to open up these economies to U.S. products and U.S. goods.
Whether it is Japan or China or the European Union or India or
Pakistan, we are going to open up these borders. It means we will use our
trade laws. We will use GSP and its enforcement mechamsms and our
trade agreements to do so. This is positive.

It is interesting to me that there is such theology in this area of trade;
people see this as, “Oh, there goes Kantor again, he’s kicking somebody
aaround.” No, I am not. What I am saying is, if we are going to grow a
global economy and create jobs and really see progress in terms of the
world economic situation, we have got to open markets, expand trade
and have a free flow of goods. Nothing is more pernicious than great
economies like the European Union or Japan or China or India keeping
their borders closed to U.S. products as we open ours to theirs. And we
are going to do everything we.can to create a two-way street in trade:

I just would like to say, I think you have got to give credit to the
Chinese and United States agreement on textiles. It is going to make
sense; it 1s going to be helpful. It will build confidence between us. And
our agreement, just forty-eight hours ago, with Japan on construction,
their implementation of regulations in the construction area for govern-
ment procurement, is an important step forward for not only the -
Japanese but for confidence in a world trading system itself. »

Last year was a historic year, but the years ahead can be historic as
well. We are laying the foundation for prosperity into the next century
and reviving the American dream. We have moved from mutually
assured destruction to mutually assured prosperity; from containment
to engagement. If we move to engagement and mutually assured
prosperity, we will truly make a huge step forward, not only in trade and
international economics, but in building market economies and democ-
racies around the world.

But there is one other thing. This is not a bloodless pursuit that the
President and his administration are involved in. Thereiare real people
involved. When I was young—I grew up in Nashville, Tennessee—there
was an article of faith that the kids in my generation would be bigger,
stronger, faster, wealthier, better educatcd and moré successful than
our parents. Article of faith. I bet for those of you my age in this room
you had the samée kind of feeling and so did your parents. One of the
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TRADE POLICY IN TRANSITION

things that is most distressing about what has happened in this country,
although we are beginning to turn it around, is that dream, which is the
essence of the American dream, needs to be revived. People have not
believed in the last ten or twelve years or fourteen years that it would in
fact happen—that your kids could be bigger, stronger, faster, wealthier,
more prosperous, have a bigger future than their parents In fact the
opposite was occurring. We did turn that.around. But we can’t turn it
around without growing our markets, expanding trade, being more open.
No wealthy nation in history ever expanded its wealth, grew jobs at
home, and increased its prosperity by closing its borders. It has never

~ happened, and it never will. So as we become more productive and more
© competitive, as we build this base of workers in effective businesses in

this country, we must grow markets abroad. If your markets don’t grow
as you become more productive, you lose jobs. One of the reasons that

" jobs have increased more slowly in the recovery—although it is begin- .

ning to catch up, we created almost two million jobs in the private sector
in 1993, more than the previous four years—is because our markets
abroad weren’t opening quickly enough. And that is what-we have to do.
It is part of this wholc process of tying our domestlc to our international
economy.

This is not just theory. If you go to Atlanta Saw Company, Atlanta
Georgia, you will see real people shipping real products to seventy
nations around the worldeprmg Industry in South ‘Carolina; Quaker
Fabrics in Fall River, Massachusetts; the Boeing plants up in Seattle,
Washington; Tokeva Plastics, with only twenty-five employees, in Phoe-
nix, Arizona-—they are all exporting, hiring new people, building their
businesses because we have truly become part of a world’ economy.

The President put it best in his Amencan University speech:

[T]he truth of our age is this and must be this. Open and
competitive commerce will enrich us as a nation. }t spurs us to’
innovate, it forces us to compete, it connects us with new
customers, it promotes global growth without which no rich
country can hope to grow wealthier.

And later he challenged us in saying, “In the. face of all the pressures to
do the reverse, we - must compete and not retreat.’

America is on its way back. We can win again. We are facing the
responsibilities and are poised to reap the opportunities in a changing
world. We met the challenge last year and we will continue to meet it in
the years ahead.
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Testimony to the House Ways and Means Committee
Ambassador Michael Kantor
U.8. Trade Representative
January 26, 1994

THE URUGUAY ROUND:
GROWTH POR THE WORLD, JOBS FOR THE U.8.:

Introduction

Mr. Chairman, thank you very much. It is a pleasure to be here
today to discuss with you the Uruguay Round agreement, which sets
the stage for a more competitive and prosperous nation in the
coming years and into the next century. I look forward to
working with you this spring as we prepare the legislation that
will implement the Round, which I hope the Congress will approve.

‘Mr. Chairmari, on December 15, 1993, 117 countries concluded a
major agreement to reduce barriers blocking exports to world
markets (in agriculture, manufactured goods, and services) as
well as to create a more fair, more comprehensive, more
effective, and more enforceable set of world trade rules. In
order to assure the efficient and balanced implementation of the
agreements reached, they also created a new' World Trade
Organizatiorn (WTO). : :

The Uruguay Round trade agreement is the largest, most
comprehensive trade agreement in history. The existing GATT
system was lncomplete; it was not completely reliable; and it was
not serving U.S. interests well. The new agreements open up
major areas of trade and provide a dispute settlement system
which will allow the U.S. to ensure that other countries play by
the new rules they have just agreed to.

The successful conclusion of the Uruguay Round negotiations was
an important part of the President’s strategy for strengthening
the domestic economy. Barely a year ago, President Clinton .
‘entered office, faced with daunting challenges in his effort to
restore the American Dreanm. h '

The economy was stagnant. Unemployment was. high, and confidence
was down. In Jjust one year, we have turned a corner. Our '
economy is growing and millions of jobs have been created.
People are getting back to work. :

" But these are just the first steps in preparing our nation for
the 21st century. The President is addressing the long-term
issues facing our econony. 1 '

i i



How do we ensure the American Dream for all’ How do we reverse
the decline in real wages among workers in this country? How
will we compite against the Europeans and the Japanese? How do
we eliminate the gap between high-skill workers, for whom
opportunlties abound, and those lower skilled workers who lack
opportunltles, and even hope? At a time our workers are the most
productive in the world, meaning it takes less workers to do the
same work, how do we create new jobs and opportunltles°

+All of the elements of the President’s economic strateqgy -~

. reducing the deficit, reforming education, the President’s re-
employment program, and health care ~-- are geared towards solving
these problems, creating jobs and making our country more
‘prosperous for our children. All of the parts work in tandenm,
each reinforcing the other.

An essential element in this strategy is to expand and open
_ foreign markets. Expanding trade is critical to our ability to
) compete in the global economy and create high-wage jobs. That is
why the President spent so much time in 1993 -- with not only the
Uruguay Round but also the North American Free Trade Agreement,
the establishment of the Japan Framework, the Asia Pacific
Economic Cooperation conference to facilitate trade in that
region. That is why we vigorously enforced our trade laws which
resulted in opening the markets for heavy electrical equipment in
Europe, telecommunications in Korea, construction in Japan, and
enhanced protection for copyrlghted and patented products in a
number of nations, led by Taiwan and Thailand.

The U.S. economy is now woven into the global economy. Over a
quarter of the U.S. economy is dependent on trade. Where we once
bought, sold and produced mostly at home, we now participate in
the global marketplace. American workers compete with their
foreign counterparts every day, sometimes within the same
company. By expanding our sales abroad, we create new jobs at
home and we expand our own economy. ;

The global economy presents rewards not risks. Our greatest risk
is in failing to understand the challenge.. Jobs related to trade
earn, on average, 17 percent more than jobs not related to trade.
Prosperity is the partner to change and American workers are at
rthelr best. when facing the challenges of a new era.

The benef%ts of trade ripple through our economy. Trade benefits

- not only the company that exports, but also the company which
produces parts incorporated in exported products, the insurance
agency which insures exporters, and the grocery store near the
exporter’s factory. At the same time, increased access to

- foreign markets and increased competition at home benefit
consumers. Lower trade barriers reduce prices, improve the
quality, and widen the choice of consumer good. This benefits




both families and companles looking for good bargalns and good
quality.

U.S. workers and companies are poised to take advantage of the
dynamics of the global economy, if they have access to foreign
markets and can be ensured they are competlng on fair terms with
their foreign counterparts. Fast growlng economies in Latin
"America and Asia are hungry for American goods. cOuntrles around
the globe are embracing market economies and are in need of
everything from hospital equlpment to consumer goods.

"Made in the USA" still represents a standard of excellence,
especially for products that will become more important in the
coming century. ‘America leads the world because of our
imagination and creativity. ~

The United States, then, is positioned economicelly, culturally
and geographically to reap the benefits of the global economy.

'Economically, because our workers are the most productive in the
world, and our economy is increasingly geared towards trade.

Culturally, because of our tradition of dlver51ty, freedom and
tolerance will continue to attract the best and the brightest
from arourid the world ensuring that we w111 never stagnate as a
people. : :

Geographlcally, because we are at the center of a nexus between
our historic tradlng partners in Europe:and Japan, .and the new
dynamic economies in Latin America and Asia. :

our trade policy is guided by a simple credo. We want to expand
opportunities for the global economy, but insist on a similar
responsibility from other countries. :
Trade is a two way street. After World War II, when the American
econony dominated the world, we opened ourselves up, to help
other countries rebuild. It was one of the wisest steps this
country ever took, but now we cannot have a one way trade policy.
The American people won’t support it and the Administration won’t
stand for it. i

For other nations to enjoy the great opportunltles here in the
U.S. market, they must accept the respon31b111ty of openlng their
own market to U.S. products and services. Ultimately, it is in
their own self interest to do so, because trade fosters economic
growth and create jobs in all countries involved. If a country
closes itself to U.S. goods and serv1ces, ‘they should expect the
same from us. , : 4

The Uruguay Round ensures American workers are: tradlng on a two-
way street; that they benefit from this new globalized economy;
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thet they can sell their products and services abroad; and that
they can compete on a level playing field.

~President Clinton led the effort to reinvigorate the Uruguay
Round and to break the gridlock, which had stalled the
negotiations despite seven years of preparatlon and another seven
- years of negotlatlons. ;

We did not accomplish everything we~wanted to in the Uruguay
Round. 1In the services area, we wanted to go further than the
world was ready to go. The transition periods for patent and
copyright protection are longer than we wanted. We were bitterly
disappointed by the European Union’s intransigence with respect
to national treatment and market access for our entertainment
industries.

But the final result is very good for U.S. workers and companies.
It helps us to bolster the competitiveness of key U.S.

industries, to create jobs, to foster economic growth, to raise
our standard of living and to combat unfair foreign trade
practices. ‘The agreement‘will give the global economy a major
boost, as the reductions in trade barriers create new export
opportunities, and as the new rules give businesses greater
confidence that export markets will remain open and that
competition in foreign markets will be fair.

More importantly, the final Uruguay Round agreement plays to the
strengths of the U.S. economy, opening world markets where we are
most competiftive. From agriculture to high-tech electronics, to
- pharmaceuticals and computer software, to business services, the
United States is uniquely positioned to benefit from the
strengthened rules of a Uruguay Round agreement that will apply :
to all of owrr trading partners.

The Uruquay Round

The Uruguay Round is the right agreement at the right time for ‘
the United States. It will'create hundreds of thousands of high-
wage, high-<skill jobs here at home. Economists estimate that the
increased trade will pump between $100 and $200 billion into the
U.S. economy every year after the Round is fully implemented.

~ This historic agreement will

. cut forelgn tariffs on manufactured products by over one
third, the largest reduction in history,

. protect the intellectual property of U. S. entrepreneurs in
industries such as pharmaceutlcals, entertainment and ‘
softwvare from plracy in world markets;




e ensure open foreign markets for U.S. exporters of services
such as accounting, advertising, computer services, tourism,
" engineering and construction;

e  greatly expand export opportunities for U.S. agricultural
products by reducing use of export subsidies and by limiting
the ability of foreign governments to block exports through
tariffs, quotas, subsidies, and a varlety of other domestic
policies and requlations;

e . assure that developing countries live by the same trade

' rules as developed countries and that there will be no free
riders;

. create an effective set of rules for the prompt settlement

of disputes, thus ellmlnatlng shortcomings in the current
system which allowed countries to drag out the process and
to block judgments they did not like, and

K open a dialogue on trade and env1ronment.

This agreement will not

. impair the effectlve enforcement of U.S. laws,

* limit the ability of the United States. to set its own
~environmental or health standards; or

) erode the soverelgnty of the United States to pass its own
laws. ' A

The Uruguay Round agreement will create a new organization -- the
World Trade Organization -- that will support a fair global
trading system into the next century and replace the General
Agreement on Tariffs and Trade (GATT).

Some have expressed concern that the Uruguay Round results mean
the loss of Section 301. That is simply not an accurate
analysis. I have pledged that we will open markets
multilaterally where possible and bilaterally where necessary.

As a result of the Round we have made Section 301 a more
effective tool in the multilateral context as well as preserved
its effectiveness hllaterally. We have improved existing trade
rules, extended the rules to cover new areas of trade, and
strengthened the procedures to enforce the rules. In other
words, we will be able to use Section 301 to ensure that the
multilateral rules are observed. For issues not covered by the
‘new rules and for countries not members of the Wro, there will be
no change in the way we resolve disputes; we will continue to use
section 301 bilaterally. 1In addition, we will not shrink from
using Title VII to combat unfair trade.



Noththstanding tremendous international pressure to weaken
antidumping and countervailing duty laws in 'the Uruguay Round, we
were able to preserve the important elements of U.S. practice.
These laws will continue to be our most important and most
effective response to dumping and subsidies that injure U.S.
industries. . i

As in the past, we will identify those trade barriers that have
the most significant impact on our exporters of goods and
/;Sservices and develop a strategy for addressing them. We intend
to work closely with Congress in implementing how we go after
foreign trade barriers in both the bilateral and multilateral
context. We are confident we have no shortage of tools.

While the world has benefitted enormously frcm the reduction of
trade barriers and expansion of trade made possible by the GATT,
the GATT rules were increasingly out of step with the real world.
They did not cover many areas of trade such as intellectual
‘property and services; they did not provide meaningful rules for
important aspects of trade such as agriculture; and they did not
bring about the prompt settlement of disputes. The old GATT
rules also created unequal obligations among different countries,
despite the fact that many of the countries that were allowed to
keep their markets relatively closed were among the greatest
beneficiaries of the system. - .

The WTO will require ‘that all members take part in all major
‘agreements of the Round, eliminating the free-rider problem.
From agreemerits on import licensing to antidumping, all members
of the WTO, will belong to all of the ma]or .international
agreements.

The WTO ‘will also require developing countries —-"an increasingly
important area of U.S. trade -- to follow the same rules as
everyone else after a transition period. They will no longer
enjoy the fruits of trade, without accepting responsibility and
opening their own markets. The WTO will have a strengthened
dispute settlement system, but will allow us to maintain our
trade laws and sovereignty.

The WTO plays to the strengths of our econoﬁy; For example:

Market Accessi. The WIO will reduce industrial tariffs by over
one third. On exports from the U.S. and the Buropean Community,
-the reduction is over 50 percent. In an economy increasxngly
reliant on trade opening markets abroad is absolutely essential
to our ability to create jobs and foster economic growth here at
home. Our nation’s workers are the most productive in the world
and reduced tariffs will enable these workers to compete on a
more level playing field.



Agriculture. U.S. farmers are the envy of the world, but too
often they were not able to sell the products of their -hard labor
abroad, because the old GATT rules did not effectlvely limit
agricultural trade barriers. Many countries have kept our

_ farmers out of global markets by limiting 1mports and subsidizing
exports. These same policies have raised prlces for consumers -
around the world.

The Uruguay Round agreements will reform policies that distort
the world agrlcultural market and international trade in farm
products. By curbing policies that distort trade, in particular
export subsidies, the World Trade Organization will open up new
trade opportunities for efficient and competltlve agricultural
producers like the United States.

gervices. The WTO wlll extend fair trade rules to a sector that
encompasses 60% of our economy and 70% of our jobs: services. -
Uruguay Round participants agreed to new rules affecting around
eighty areas of the economy such as advertising, law, accounting,
information and computer services, environmental services, .
engineering and tourism. When a company makes a product, it
needs financing, advertising, xnsurance, computer software, and
so. forth. Competition for these services is now global. We lead
the world in this sector with nearly $180 billion in exports
annually. The WTO will implement new rules on trade in serv1ces,.
which will ensure our companies and workers:can compete fairly in
the ‘'global market. While in certain key areas, such as
telecommunications and financial services, the U.S. did not
obtain the kind of market access commitments we were seeking, we
kept our leverage by refusing to grant MFN treatment to our
trading partners, and continued negotiations.

Intolleotua1~Property. Creativity and innovation is one of
America’s greatest strengths. American films, music, software
and medical advances are prized around the globe. The jobs of -
thousands of workers here in this country are dependent on the
ability to sell these products abroad. Royalties from patents,
copyrlghts, and trademarks are a groving source of foreign
earnlngs to the U.S. economy. .

The World Trade Organization will administer international rules
to protect Americans from the global counterfeiting of their
creations and innovations. These are the areas which represent
some of the most important U.S. industries of the future.
stemmlng the tide of counterfeiting works to protect U.S.
companies and workers, partlcularly as U.S. exports of
1ntellectua1 property goods increase annually.

For example, our semiconductor industry is a driving force for
U.S. technology advances and competitiveness. These products
affect nearly every aspect of our lives and are incorporated in
many of the goods. traded internationally. :

i
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The TRIPS agreement is the first 1nternatlonal agreement that
places stringent limits on the grant of patent compulsory
licenses for this critical technology. Under TRIPs, this
industry’s patents and layout de51gns can not be used for
commercial purposes without the permxssxon of the patent or
de51gn owner.

In short, the Uruguay Round agreements set the stage for free and
fair trade in the world, and global prosperity and partnership at
the end of this century and into the next.

’

INDUSTRIAL MARKET ACCESS

The United States achieved substantially all of its major
objectives in the industrial goods market access negotiations.
As a result, increased market access opportunities will be -
available to U.S. exporters of industrial goods.

Key provisions of the market access fer”gcode agreement include:

0 Expanded market'access for U.S. exporters through tariff
reductions secured from countries which represent
approxlmately 85 percent of world trade, .

-0 The elimination of tariffs in major. 1ndustr1al markets, and
significantly reduced or eliminated tariffs in many
developing markets, in the following areas:

 — Constructlon Equipment
-- Agricultural Equipment
~- Medical Equipment
-=- Beer ‘ ' ' s
-- Distilled spirits '
-=- Pharmaceuticals
-- Paper
-= Toys
-=- Furriiture

o Deep cuts ranging from 50 - 100 percent on important
~electronics items (semlconductors, computer parts,
semiconductor manufacturlng equipment)’ and on scientific
equlpment by major U.S. trading partners, and

o  Harmonization of tariffs by developed and major developing
countries in the chemical sector at very low rates (0, 5.5
and 6.5 percent)

o Vastly 1ncreased scope of bindings at reasonable levels from
developing countrles whlch will ensure predlctablllty and




certainty for traders in determining the amount of duty that
will be assessed.

In general, nost tariff reductions will be 1mplemented in equal
annual increients over 5 years. Some tariffs, particularly in
sectors where duties will fall to zero, such 'as pharmaceuticals,
will be eliminated when the agreement enters into force. Other
tariffs, particularly in sensitive sectors, 1nc1ud1ng some
‘sensitive sectors for the United States, w111 be phased-in. over a
- period of up to ten years.

As part of the United States offer, many non-controversial duty
suspensions introduced in the 102nd Congress, as well as many
introduced in the 103rd Congress, were made permanent.
Implementation of these reductions will occur on entry into force
of the Agreement.

We still have some unfinished business to address including

" finalizing our negotiations with Japan. ‘The Japanese offers do
. not respond to U.S. requests for Japan’s participation in duty-
elimination initiatives for wood, white spirits and copper, or
substantial reductions in leather and footwear and certain
chemicals. Similarly, work is still required to complete market
access negotiations with certain developing countries where we
'will continue to press for reduction in areas such as textiles .
and adherence to the chemical harmonization’ proposal agreed by
most of our major trading partners._ cod
The schedule for finallzlng the results of the market access
negotiations reguires governments to submit'draft final schedules
on or before February 15, 1994, and final schedules by March 31,
1994. A process of verification and rectification-is required.
Additionally, the United States is encouraging other partners
that have not yet done so to improve exlstlng offers to match the

U.S. contribution. i

AGRICULTURE

The Uruguay Round agreement on agriculture strengthens long-term
rules for agricultural trade and assures the reduction of
specific policies that distort agricultural trade. U.S.
agricultural exports will benefit significantly from the
reductions in export subsidies and the market openlngs prov1ded
by the agriculture agreement. \

The United States was successful in its effort to develop
meaningful rules and explicit reduction commitments in each area
of the negotiations: export subsidies, domestic subsidies and
market access. For the first time, agricultural export subsidies
and trade-distorting domestic farm subsidies are subject to
explicit multilateral disciplines, and must: be bound and reduced.
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In the area of market access, the United States was successful in
achieving the principle of comprehensive tariffication which will
lead to the removal of import quotas and all other non-tariff
import barriers. Under tarlfflcatlon, protection prov1ded by
non-tariff import barriers is replaced by a tariff and minimum or
current access commitments are required. For the first time, all
agrlcultural tariffs (including the new tariffs resulting from
tarlfflcatlon) are bound and reduced .

Reduction commitments will be phased in durlng 6 years for
developed countries and 10 years for developing countries.
Budgetary outlays. for export subsidies must be reduced by 36
percent and quantities exported with export subsidies cut by 21
percent from a 1986-90 base period. Non-tariff import barriers

- such as variable levies, import bans, voluntary export restraints
and import quotas, are sub)ect to the tariffication requlrement.
For products subject to tariffication, current access
opportunities must be maintained and minimum access commltments
may be required. Existing tariffs and new tariffs resulting from
tariffication will be reduced by 36 percent on average (24
percent for cdeveloping countries) with a minimum reduction of 15

. percent for each tariff line item (10 percent for developing
countries). All tariffs will be bound.

Trade-distorting internal farm supports musﬁ-be~reduced by 20. :
percent from 1986-88 base perlod levels, allowing credit for farm
support reductions undertaken since 1986. Direct payments that
are linked to product10n~11m1ting programs will not be subject to
. the reduction commitment if certain- conditions are met. Domestic
support progirams meeting criteria designed to insure that the.
programs have no or minimal trade distorting or production .
effects ("green box") also are exempted from reduction ' ,
commitments. Due to the farm support reductions contained in the
1985 and 1990 Farm Bills, the United States ‘has already met the
20 percent requirement and will not need to make additional
changes to farm programs to comply wlth the Uruguay Round
comnitments.

Internal support measures and export subsidies that fully conform
to reduction commitments and other criteria will not be subject
to challenge for nine years. However, subsidized imports will
continue to be subject to U.S. countervailing duty procedures,
except for domestic support meeting the "green box" crlterla,f
which will be exempt from countervailing duty actions for nine.
years. - .

TEXTILES AND CLOTHING
The textile and apparel sector has always been a critical one in
this Round. From the very beginning of the negotiations at Punta

Del Este, tne developing countrles have linked thelr willingness
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to accept disciplines in services and intellectual property, as
well as further market opening, on the achievement of the phase-

out of the Multifiber Arrangement (MFA). The MFA has governed
trade in textiles and clothing for the past 20 years.

The Administration, however, was equally insistent on five key
goals: 1) that the phase-out occur in a gradual manner that would
permit our industry to adjust over time to the changes in the
trading system; 2) that foreign markets be opened to U.S. textile
and clothing exports for the benefit of U.S. workers; 3) that the
U.S. retain control over which products would be integrated into
the GATT at each stage of the phase-out period; 4)) that strong
safeguards be included in order to provide protection in the
event of damaglng surges in imports during the phase-out period;
and 5) that in light of the phase-out of the MFA, that tarxff
cuts in this sector be held to a minimum.

We believe we have done very well in achieving those goals.
'While some in the sector had favored a 15-year phase-out of the
MFA, we believe the 1l0-year perlod and the manner in which the
phase-out. i structured will give us ample tools to ensure a
smooth transition. No limitations were placed on our right to
make our own decisions about which products would be integrated
at any given stage of the phase-out. This will ensure that the
Administration can take into account the sensitivity of any given
item in determining when quotas would be reméved from that
product in order to integrate it into the GATT.'

In addition, the agreement includes strong safeguards that will
allow us to take action agalnst any lmport .surges that might
occur during the phase-out period. :

In the area of tariffs, in recognition of the fact that the MFA
will be phased out, the Administration resisted EC demands to cut
all our peak tarlffs by 50%. In fact, while the average U.S.
tariff cut on all industrial items is 34 percent, the U.S. offer
reduces textile and clothing tariffs by less than 12 percent
overall. Partlcularly sensitive products recelved an even lover
cut. :

We also fought hard for commitments to open markets abroad for
U.S. textile and apparel products While we made very
substantial progress in opening markets in most countries, we
- refused to close on inadequate offers -- notably those of India
and Pakistan-- and are working vigorously to secure improved
offers from these and other countries. We also ensured that non-
WTO members, such as China, would not receive the benefit of the’
MFA phaseout until they become nembers of the WTO.

N
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SAFEGUARDS ‘ v

The Safequards agreement incorporates many concepts long included
in U.S. law -~ Section 201 of the Trade Act of 1974 -~ ensuring.
that all countries will use comparable rules and procedures when
taking safequard actions. The agreement provides for suspending
. the automatic right to retaliate for the first three years of a
safeguard measure; thus providing an incentive for countries to
‘use WTO safeguard rules when 1mport-related serious injury
problens occur.

ANTIDUMPING

The U.S. objectives in the Uruguay Round antidumplng negotlations
were to improve transparency and due process: in antidumping
proceedings, develop disciplines on diversionary dumping, and’
ensure that the antidumping rules continue to provide an
effective tool to combat injurious dumping. - The Agreement
substantially achieves these objectives. ‘ ‘

In preparation for the final Uruguay Round negotxations, Hembers
of Congress and U.S. industries identified several issues that
would to have to be addressed to make the so-called Dunkel Draft
Antidumping Agreement acceptable to. the United States, including:
standard of review, anti-circumvention, sunset, union and
employee standing, and cumulation. As of December 1, 1993, there
was neither any support for U.S. proposals to improve the Dunkel
Draft nor any set procedure for consideration of such proposals
other than the assertion that changes would be made only by
consensns -— a vxrtually 1mpossxble conditzon.

Given these circumstances, it is remarkable that U.S. negotiators
were able to achieve significant results in each of the areas
identified as requiring change. The most important changes --
and those that made the final agreement acceptable to the Unlted
States -- include:

o ~Addition of an explicit standard of re&iew that will make
it more difficult for dispute settlement panels to second-
gquess U.S. antidumping determinations;

o Removal of the anti-circumvention provision which would
- have weakened existing U.S. anti-circumvention law;

o . Modification of a rigid sunset pfovielen that would have
required near-automatic termination of antidumplng orders
after five years;

o  Addition of express authorlzatlon for the ITC’s pract1c1ng
of "cumulatlng“ imports from different. countries in
determining injury to a domestic 1ndustry,
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o Improvements in the standing prov151ons that protect the
rights of unions and workers to file and support
antidumping petitions and that clarify the degree of
support required for initiating an investigation.

In addition to these changes, there are other important aspects
of the final Antidumping Agreement that make it a good agreement
for the United States. One such aspect is the transparency and.
due process requirements proposed by the United States at the
beginning of the Uruguay Round and accepted in their entirety.
For example, the Agreement requires 1nvest1gat1ng authorities to
provide public notice and written explanations of their actions.
These new requirements should benefit U.S. exporters by improving
the fairness of other countries’ antldumplng regimes.

The Agreement also incorporates 1mportant aspeets of U.S.
antidumping practice not previously recognized under the 1979
Antidumping Code. These fundamental aspects of U.S. antidumping
practice are now immune from GATT challenge.. For example, the
agreement expressly authorizes the International Trade
commission’s "cumulation" practice of collectively assessing
injury due to imports from several different countries and the
Department of Commerce’s practice of disregarding below costs
sales, if they are substantial, in determ1n1ng fair value for
export sales.

The Antldumplng Agreement will requlre some changes in existing
U.S. antidumping law. These changes, however, will not
jeopardize our ability to combat unfair trade practices. " Many of
these changes are the result of the much greater detail in the
new Agreement concerning the methodology investigating
authorities may apply in conducting antidumping investigations.
These methodological definitions will add valued predictability
to all antidumping practices and protect conformlng U.Ss.
practlces from GATT challenge. ,

SUBSIDIES AND COUNTERVAILING MEASURES

The Subsidies agreement establishes clearer rules and stronger
disciplines in the subsidies area while also making certain
subsidies non-actionable, provided they are subject to conditions
designed to limit distorting effects. The Agreement creates
three categories of subsidies and remedies: (1) prohibited
subsidies; (2) permissible subsidies which are actionable if they
cause adverse trade effects; and (3) permissible subsidies which
are non-actionable if they are structured according to criteria
1ntended to limit their potential for distortlon.

The Agreement prohibits export subsidies, 1nclud1ng e facto
export subsidies, and subsidies contingent upon the use of local
content. It also establishes a presumptlon of serious prejudlce

13



in situations where the total ad valorem subsidization of a
product exceeds 5 percent, or when subsidies are provided for
debt forgiveness or to cover operatlng losses.

Subject to specxflc, 11m1t1ng criteria, the Agreement makes three
types of subsidies non-actionable. Government assistance for
industrial research and development is non-actionable if the
assistance for "industrial research" is limited to 75 percent of
eligible research costs and the assistance for "pre~competitive
development activity" (through the creation of the first, non-
commercial prototype) is limited to 50 percent of eligible costs.
This will enable the Clinton Administration to continue to
cooperate with industry to develop the technologies of tomorrow
without the threat of countervailing duty actions, while ensuring
that other countries cannot provide development or production:
subsidies free from such actions.. .

-Government assistance for regional development is non-actionable .
to the extent that the assistance is provided within regions that
are determined to be dlsadvantaged on the basis of neutral and
objective criteria. and the assistance is not targeted to a
specific industry or group of recipients within eligible regions.
'Finally, government assistance to meet environmental requirements
is non-actionable to the extent that it is limited to a one-time
measure equivalent to 20 percent of the costs of adapting
existing facilities to new standards and does not cover any
manufacturlng cost savings which may be achieved.

Both the non-actionable subsidy provisions and the provisions
establishing a rebuttable presumption of serious prejudice will
expire automatically 5 years after the entry into force of the
agreement, unless it is decided to contlnue them in current or
modified form. ,

The Agreement also makes countervailing duty rules more precise,
~and in many cases reflects U.S. practice and methodologies. For
example, for the first time, GATT rules will explicitly recognize
U.S. “"benefit-to-the-recipient” standard. In addition, the
Agreement imposes multilateral subsidy disciplines on developing
countries. Although subject to certain derogations, a framework
has been established for the gradual elimination of export
subsidies and local content subsidies maintained by developlng
countrles.

TRADE-RELATED INVESTMENT MEASURES

The TRIMS Agreement prohibits local content and trade balancing
requirements. This prohibition will apply whether the measures
are mandatory or are required in return for an incentive. A
transition period of 5 years will be given developing countries
to eliminate existing prohibited measures, but only if they
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notify the GATT regarding each specific measure. Only a two-
year transition is provided for developed countries.

Not later than 5 years after entry into force of the WTO
Agreement there will be a review of the operation of the -
Agreement. As part of this review, the WTO Council for Trade in
Goods will consider whether the Agreement should be complimented
with provisions on investment pollcy and competltlon policy.

There are four agreements covering customs—related matters. The
Import Licensing Agreement more precisely defines automatic and
non-automatic licensing. The agreement will help ensure that
where countries continue to maintain import licensing reginmes,
the procedures required to obtain a license are no more
burdensome than necessary. .
New provisions in the Customs Valuation Agreement will facilitate
developing countries’ adherence to the Code,land the dispute
settlement prov151ons of the Code have been, allgned with the
tougher integrated dispute settlement provxslons.

The Preshipment Inspection Agreement requires countries which use
pre-shipment inspection companies to supplement or replace
national customs services to ensure that the activities of PSI
companies will be carried out on a non-discriminatory basis for
all exporters; that quantity and quality inspections are in
~accordance with international standards;*that inspection
operations will be performed in a transparent manner and
exporters will be immediately informed of all procedural
requirements necessary to obtain a clean report of findings; and
that unreasonable delays be will avoided in the inspection ‘
process. In addition, the Agreement establishes an independent
binding review procedure to expedite the resolution of grievances
or disputes that cannot be resolved bllaterally. These changes
should ensure that the activities of PSI companies do not impede
or place undue burdens on U.S. exporters.

The Rules of Origin ngreement establishes a three-year work
program to harmonize rules of origin among WT0O Members. The
Agreement also’ establishes a Committee which is to work with a
Customs Cooperation Council Technical Committee to develop
detailed definitions on which to base these harmonized rules of .
orlgln. During the transition period, criteria used to establish
origin must precisely and spe01f1ca11y define the requirements to
be met. These rules of origin are not to be used to influence
trade or to create distortions or restrictions of trade. In
~addition, countries are required to publish changes to their
rules of origin at least sixty days before such changes come into
effect.
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TECHNICAL BARRIERS TO TRADE

The Agreement on Technical Barriers to Trade improves the rules
respecting standards and technical regulations. In particular,
the agreement provides that standards, technical regulations and
conformity assessment procedures (e.g., testing, inspection,
certification, quality system registration, and other procedures
used to determine conformance to a technical regulation or
standard) are not discriminatory or otherwise used by governments
ito create urinecessary obstacles to trade. The Agreement improves
disciplines concerning the acceptance of results of conformity.
assessment procedures by another country and enhances the ability
of a foreign-based laboratory or firm to gain recognition under

- another couritry’s laboratory accreditation, inspection or quality
system registration scheme. The Agreement includes a process for
the exchange of information, including the ability to comment on
proposed standards-related measures made ‘by other WTO Members and
a central point of contact for routine requests for information.
on existing requirements. Furthermore, unlike the existing TBT
Code every country that is a Member of the new WTO will be
required to implement the new TBT Agreement. :

. The new TBT Agreement ensures that each. country has the right to
establish and maintain standards and technical regulations at its
chosen level of protection for human, animal and plant life and
health and of the environment, and for prevention against - ~
deceptive practices. The Agreement generally encourages the use
by governments of international standards, when possible and
approprlate. At the same time it provides that each country may
determine 'its appropriate level of protection and ensures that -
the encouragement to use 1nternatlona1 standards will not result
in downward harmonization.

o

SANITARY AND PHYTOSANITARY MEASBURES v
The Agreement on the Application of Sanitary and Phytosanitary
("S&P") Measures will guard against the use of unjustified S&P
measures to keep out U.S. agricultural exports. S&P measures are -
laws, regulations and other measures aimed at protecting human,
animal and plant life and health from risks of plant- and animal
borne pests and diseases, and additives and contamlnants in foods
and feedstuffs. They include a wide range of measures such as
quarantine requirements and procedures for approval of food
additives or for the establishment of pesticide tolerances. The
S&P agreement is designed to distinguish legltlmate S&P measures
from trade protectionist measures. . For example, S&P measures =
must be based on scientific prlnclples and not maintained without
sufficient scientific evidence and must be based on an assessment
of the risk to health, appropriate to the circumstances.

0
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The S&P agreement safeguards U.S. animal and plant health
measures and food safety requirements. The agreement clearly
recognizes and acknowledges the sovereign right of each
government to- establish the level of protection of human, animal
and plant life and health deemed appropriate by that government.
Furthermore, the United States has a long history of basing its
S&P measures on scientific principles and risk assessment.

In order to facilitate trade, the S&P agreement generally
requires the use of international standards as a basis for S&P
measures. ' However, each government remains free to adopt an S&P
measure more stringent than the relevant international standard
where the government determines that the international standard
does not provide the level of protectlon that the government
deems appropriate. !

Because there may often be a range of S&P measures available to
achieve the same level of protection, the agreement provides for
an importing member to treat another member’s S&P measure as
equivalent fto its own if the exporting member shows that its
measures achieve the importing member’s level of protection. The
agreement also provides for adapting S&P measures to the sanitary
or phytosanitary characteristics of a region, in particular:
calling for recognition of pest or disease free areas and areas
of low pest or disease prevalence. For example, if an exporting
member can assure an importing member that a particular area or
region is firee of pests or diseases of concern to the importing
member, the exporting member should be able to trade from that
area. .

Finally, there are prav151ons for transparency of S&P measures,
including public notice and comment and the maintenance of
inquiry points where information about S&P measures can be
obtained. .

In the final days of the negotiations, the United States was able
to obtain. several improvements in the S&P agreement to respond to
environmental concerns. The or1g1na1 S&P text

prov1ded that S&P measures must "...not be maintained against
available scientific evidence.® This language was unclear and.
did not take account of the fact that there is often conflicting
scientific evidence. This section of the Agreement was changed
to "...not maintained without sufficient scientific evidence,
except as provided in paragraph 22." Paragraph 22 allows a
member to prov151ona11y adopt S&P measures on the basis of
available pertinent information where there is 1nsuff101ent
relevant scientific evidence.

"To clarify that there no “"downward harmonlzatlon“ of S&P measures
is required under the agreement, the U.S. obtained an explanatory
footnote to paragragh 11, which pravxdes that a "scientific
justification” is one ba51s for introducing pr maintaining a
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measure more stringent than the relevant international standard.
The footnote explains that "there is a scientific justification
if, on the kasis of an examination and evaluation of available’
sc1ent1f1c information..., a Member determines that the relevant
international standards, ... are not suff1c1ent to achieve its
~ appropriate level of protection."

The United States also succeeded in obtaining changes to the
original S&P text requirement that members "ensure that ...
measures are the least restrictive to trade, taking into account
technical and economic feasibility." This language was unclear
and could be given an overly narrow, unreasonable interpretation.
‘The revised language requires that members ensure that their S&P
measures are "not more trade restrictive than required to achieve
their appropriate level of protection, taking into account
"technical and economic feasibility." In addition, a footnote was
inserted clarifying that a measure is not more trade restrictive
than required unless there is another measure, reasonably
available taking into account technical and economic feasibility,
that achieves the appropriate level of protection and is
significantly less restrictive to trade. These two changes make
it clear that a member is not required to adopt unreasonable S&P
measures or to change a measure based on insignificant trade
,effects.

SERVICES . L

The General Agreement on Trade in Services (GATS) is the first
multilateral, legally enforceable agreement covering trade and
investment in the services sectors. The GATS also provides a
speclfic legal basis for future negotiations aimed at eliminating
barriers that discriminate against foreign services providers and
deny them market access. The principal elements of the GATS
framework agreement include most-favored-nation (MFN) treatment,
national treatment, market access, transparency and the free flow
.of payments and transfers. The rules embodied in the framework
are augmented by sectoral annexes dealing with issues affecting
financial services, movement of personnel, enhanced
telecommunications services and aviation services.

Complementing the framework rules and annexes are binding
comnitments to market access and national treatment in services
sectors that countries schedule as a result 'of bilateral-
negotiations. 1In order to fulfill the market access and national
treatment provisions of the GATS, each government has submitted a
schedule of market access commitments in services which will
become effective upon entry into force of the GATS. Countries
are also permitted to take one-time exemptions from the most-
favored-nation provision in the GATS. Schedules of commitments
include horizontal measures such as. commitments regarding
movement of personnel and service providers. The schedules also
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include commitments in specific sectors, such as: professional
services (accounting, archltecture, engineering), other business
services (computer services, rental and leasing, advertlsxng,
market research, consulting, security services), communications
(value—added telecommunications, couriers, audio-visual
services), construction, distribution (wholesale and retail
trade, franchising), educational services, environmental
services, financial services (banklng, securities, insurance),
health services and tourism services. Maritime and civil
aviation commitments were also scheduled by a small number of
countries.

The GATS contains a strong national treatment provzslon that
requires a country to accord to services and services suppliers
of other countries treatment no less favorable than that accorded
to its own services and services suppliers. It specifically
requires GATS countries to ensure that their laws and regulations
do not tilt competltlve conditions in the domestic market against
foreign firms in services sectors listed in 1ts schedule of
commitments.. .

The GATS also includes a market access provision which
incorporates disciplines on six types of discriminatory measures
that goverrments fregquently impose to limit competition or new
entry in their markets. These laws and regulations == such as
restrictions on the number of firms allowed in the market,
economic "needs tests" and mandatory local incorporation rules --
are often used to bar or restrict market access by foreign firms.
A country nust either eliminate these barriers in any sector that
it includes in its schedule of commitments. or negotiate with its
trading partners for their limited retention. -

For services companies who benefit from sectoral commitments, the
framework also guarantees the free flow of current payments and

- transfers. The provision on transparency requires prompt
publication of all relevant measures covered by the agreement.
Subject to negotiations, spec1f1c laws or regulatory practices
may be exenpted from MFN treatment, by 1isting them in an annex
provided for that purpose. This mechanism' allows. countries to
preserve their ability to use unilateral measures as a means of
encouraging trade liberalization.

Given the breadth and complexity of the services sector, the GATS
provides for the progressive liberalization of trade in services.
Successive negotiations may be commenced at five-year intervals
to allow improvements in market access and national treatment
commitments and to allow liberalization of MFN exemptions. The
GATS also sets out terms for the negotiation of several framework
provisions which currently contain no substantive disciplines
such as subsidies, government procurement, and emergency
safequard actions. In addition, Ministerial Decisions related to
the GATS eistablish work programs in several areas such as trade
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and the environment, basic telephone services, maritime transport
services and reduction of barriers to tradeJin professional
services. Moreover, while there were no commitments from the
European Union on audio-visual, the sector 'is fully covered by
GATS and the Administration wlll aggressively pursue the
interests of this industry through a variety of channels.

TRADE*RELATED INTELLECTUAL PROPERTY RIGETS

Trade in U.S. goods and services protected by 1nte11ectua1
property rights reflects a consistent trade surplus. For
example, U.S. copyright industries--movies, computer software, .
and sound recordings--are consistently top U.S. export earners.
U.S. semiconductors are found in the computers and appliances we
all use each day. U.S. pharmaceutical companies are among the
most 1nnovat1ve, and our exports of these important products have
been growing. Strengthened protection of.intellectual property
rights and enforcement of those rights as provided in the TRIPs
agreenment will enhance U.S. competitxveness, encourage creative
act1v1ty, and expand exports and the number of jobs.

The TRIPs agreement establishes, for the flrst time, detailed
multilateral obligations to provide and enforce intellectual
property rights. The Agreement obligates all Members to provide
strong protection in the areas of copyrights and related rights,
patents, trademarks, trade secrets, industrial designs,
geographic indications and layout designs for integrated
circuits. ,

In the area of copyrights the text resolves some key trade
problems for U.S. software, motion plcture ‘and recordlng
interests by: - : U

o protectmngﬁcomputer programs as literary works and databases
as compilations; 3

o granting owners of computer programs and sound recordlngs
the right to authorlze or prohlblt the rental of their
products;

o establishing a term of 50 vears for the protection of sound

recordings as well as requiring Members to provide
protectton for existing sound recordings; and

o - setting a minimum term of 50 years for the protectlon of
motion pictures and other works where companles may be the
author.

In the area of patents the Agreement resolves long-standlng trade
irritants for U.S. firms. Key benefits are:

[
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) product and process patents for v1rtually all types of

inventions, including pharmaceutlcals and agrlcultural

chemicals;
o meaningful limitations on the abilitY-to impose compulsory
licensing, particularly on semiconductcr technology; and
o a patent term of 20 years from the date the appllcatlon is
filed. . .

As for trademarks, the Ag:eehent:

o requires trademark protection for service marks;

.- enhances protection for internationally well-known marks;

o " prohibits the mandatory linking of trademarks;‘and

o prohibits the compulsory licensing,of:ﬁafks.

The Agreement also provides‘rules fof the first nultilaterally

agreed standards for protecting trade secrets, and improved
protection for layout designs for integrated circuits.

" Provisions on protection for geographic indications and -

industrial designs are consistent with U.S. law and regulations.

Most importantly, countries are then: obligated to provide -
effective enforcement of these standards, including meeting due
process requirements and providlng the remedies required to stop
and prevent piracy.

While the transition period for developing countries is too long
and we must still work to ensure that U.S. sound recording and
motion picture producers and performers receive national
treatment and obtain the henefits,that'flow from their products,
the TRIPs agreement is a major step forward in guaranteeing that

all countriés provide intellectual property ‘protection and deny
pirates safe havens.

i

DISPUTE SETTLEMENT

The Dispute Settlement Understanding (DSU)tcreatee new procedures

- for settlement of disputes arising under any of the Uruguay Round

agreements. The new system is a significant improvement on the
existing practice. In short, it will work and it will work fast.

The process will be subject to strict time limits for each step.
There is a quaranteed right to a panel. Panel reports will be
adopted unless there is a consensus to reject the report and a
country can request appellate review of the legal aspects of a
report. The dispute settlement process can be completed within 16
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months from the request for consultations even if there is an'
appeal. Public access to information about dlsputes is also
increased. .

After a panel report is adopted there will be time limits on
when a Member must bring its laws, regulations or practice into
conformity with panel rulings and recommendations, and there will
be authorization of retaliation in the event that a Member has
not brought its laws into conformity with 1ts obligations within
that set period of time.

The automatic nature of the new procedures w111 vastly improve
the enforcement of the substantive provisions in each of the
agreements. Members will not be able to block the adoption of
panel reports. Members will have to implement obligations .
promptly and the United States will be: able to take trade action
if Members fail to act or obtain compensation. Trade action can
consist of increases in bound tariffs or other actions and
increases in tariffs may be authorized even if there is a
violation of the TRIPS or Services agreements;

The DSU includes 1mprovements in providing access to information
in the dispute settlement process. Parties to a dispute must
provide non-confidential summaries of their panel submissions
that can be given to the public. In addition, a Member can
disclose its submissions and positions to the public at any time

“that it chooses. Panels are also expressly authorized to form

expert review groups to provide advice on scientific or other
technical 1ssues of fact which should 1mprove the quality of
dec151ons.

—

WORLD TRADE ORGANIZLTION

The Agreement Establlshlng the World Trade Organlzatlon (WTO)
encompasses the current GATT structure and extends it to new
disciplines that have not been adequately covered in the past.
The new organization will be more credible and predictable and
thus benefit U.S. trade interests.

The WTO w111 help to resolve the "free rider" problem in the
world trading system. The WTO system is available only to
countries that are contracting parties to the GATT, agree to
adhere to all of the Uruguay Round agreements, and submit
schedules of market access commitments for 1ndustr1a1 goods,
agricultural goods and services. This will’ ‘eliminate the
shortcomings of the current system in which; for example, only a
handful of countries have voluntarily adhered to disciplines on
subsidies under the 1979 Tokyo Round agreement.

The WTO Agreement establishes a number of institutional rules

that will be applied to all of the Uruguay Round agreements. We
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do not expect that the organization will be dlfferent in
character from that of the existing GATT and its Secretariat,
however, nor is the WTO expected to be a larger, more costly,
organization. _

GATT ARTICLES

The mandate of the GATT Articles negotiating group was to discuss
improvements to any GATT provision not being negotiated
elsewhere. The balance-of-payments reform (BOP) text increases
disciplines and transparency over the use of BOP measures. The
state trading text affirms the obligation of GATT contractlng .
parties to ensure that their state trading enterprises --
government~operated 1mport/export monopolles and marketing
boards, or private companies that receive special or exclusive
privileges from their governments -- operate in accordance with
GATT rules. The text on preferential trading arrangements
clarifies the GATT rules that pertain to regional arrangements
(customs unions and free trade arrangements) and defines the
state/local relatlonship in regard to GATT obligations. The
understanding on waivers of obligations will ensure that waivers
‘are time-limited and that are subject to greater conditions and
disciplines. There also are clarifications of GATT Articles
II:1(b) (regarding "other duties or charges") and Article XXXV
(regarding tariff negct1at10ns)

TRADE POLICY REVIEW HBCEANIBK

The Final Act confirms an April 1989 agreement establmshing the
Trade Policy Review Mechanism (TPRM), which examlne, on a regular
basis, naticnal trade policies and other economic. policies having
a bearing on the 1nternat10nal trading environment.

GOVERNMENT PROCUREMENT

The new GATT Government Procurement Code is:a substantial
improvement over the existing Code, significantly expanding the
value of procurement opportunities covered by other countries and
altering the character of the agreement to one much more rooted
in reciprocity.. For the first time, Code coverage is expanded to
services and construction. It also opens the way for substantial
coverage of snbcentral governments and government-owned
enterprlses.

The new Code is like the old Code in 11m1t1ng membershlp to those
countries that specifically accede to it. Membership in the WTO
does not necessarily lead to membership in the Procurement Code.
The new Code departs from the old one, however, in creating a
structure that makes rec1proc1ty more workable between individual
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‘countries and actively encourages new countries to join. By

authorizing departures from most-favored-nation (MFN) treatment,
the new Code ensures that our relatlonshlps with all 51gnatory
countries are strictly reciprocal.

The new Code also provides improved disciplines. It restricts
distorting practices such as offsets and ensures more effective
enforcement through the establishment of national bid challenge
systems, while also increasing flexibility ‘in certain procedural
requirements to adapt the Code to new efficiencies in

' procurement, like those contemplated in the Vice President’s
. Reinventing Government proposals. .

In negotiations on coverage, the United States offered a .
substantial value of our states procurement to countries that
were willing to address our priorities in their procurement
markets. Since there was a consensus to allow exceptions to MFN
coverage, we were able to agree to cover our states for countries
(Korea, Israel and Hong Kong) that offered substantial coverage -
of their subcentral governments and government-owned enterprises
and not be forced to extend our states coverage to countrles
whose offers fell short. ;

We leave open the possibility, however, of- extendlng coverage
with any one country through bilateral negotiations in the

~future. Most importantly, the United States and the Europeah

Union agreed to accomplish this by April 15 ‘of this year. We

expect this expanded coverage to include the European ‘Unions’s
electrical sector under the Code and telecommunications sector
under a separate, but. parallel, bilateral agreement.

Flnally, the new Code agreement sets the;stage for new countries
to accede and subject their procurement practices to
international disciplines. The most recent addition is the
Republic of Korea, which completed its accession with the
conclusxon 6f negotiations on the new Code. - We expect that
Talwan, the Peoples Republic of China and Australia may soon
follow as new slgpatorles to the Code.

AIRCRAFT

Aircraft trade issues had been contentlous throughout the
negotiations because the European Community sought to have
aircraft entirely excluded from the disciplines of the new UR
Agreement on Subsidies and Countervailing Measures. Instead, the
EC appeared intent on substxtutlng a weaker discipline, havxng a
revised Agreement on Trade in Civil aircraft entirely supersede
any new subsidies agreement for aircraft products.

In the final week of negotiations, it became clear that the draft

~ Aircraft Agreement had serious shortcomings. That text, if
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adopted would have prov1ded no new dlSClpllneS on productlon or
development subsidies, nor would it have increased public
transparency of government supports to aircraft manufacturers,
such as those to the Airbus Consortium. Instead, the proposed
revised Aircraft Agreement would have weakened those disciplines
by allowing additional subsidies. Most significantly, past
supports to Airbus would have been "grandfathered", completely
exempting them from action under Subsidies Agreement. Moreover,
certain provisions of the text might have provided a pretext for
-unjustified GATT action against our military' and NASA research
programs == programs that have also provided benefits to the
Europeans and are in no way comparable to the immense state
subsidies that have been systematlcally provided to Airbus for
civil aircraft development and productxon. .
While we worked hard to negotiate to remedy these

insufficiencies, U.S. proposals were not adequately reflected in
revisions to the Aircraft Agreement. Such an outcome was clearly
unacceptable both to the U.S. industry and to the U.S. '
Government. Just days before the end of the negotiations, the
U.S. stood firm and refused to accept the draft Aircraft text as
the basis for an agreement.

As a result of our resolve, the EC, and subsequently all other
countries negotiating the Uruguay Round, agreed to bring aircraft
under the. stronger disciplines of the new Agreement on Subsidies
(with only minor changes) and the more expeditious and certain
‘dispute settlement procedures contained in the UR dispute '
settlement agreement. The Subsidies Agreement will be applicable
to all civil aircraft products including: alrcraft of all sizes
and .types, engines and components, and to all WTO member
countries. This was the principal objective of the U.S.
aerospace industry, which produces the largest trade surplus of
any U.S. manufacturing industry, an estlmated $28 billion in
1993.

We continue to seek to tighten the -existing dlscipllnes on
government support for aircraft development, production and

: marketing currently contained in the 1979 GATT Agreement on Trade
in civil Aircraft and to expand the coverage of that agreement to
other countries that produce civil aircraft. Those negotiations
will continue with the goal of reachlng agreement by the end of
1994.

ENVIRONMENT

Comprehensive as it is, the Final Act does not cover every

several aspect of trade policy of great importance to the United

States and to this Administration. our trading partners

- recognize that the work of shaping the World Trade Organization
to the needs of the 21st century must continue without pause.



In December, the Uruguay Round participants decided to develop a
program of work on trade and environment to present to the
ministers in Marrakech in April. We begin with the agreed

" premise that international trade can and should promote
sustainable development, and that the world trading system should
be responsive to the need for environmental protection, if
necessary through modification of trade rules.

The United States will seek a work program that ensures that the
new WTO is responsive to environmental concerns. International
trade can contribute to our urgent national and international
efforts to protect and enhance environmental quallty and conserve
and restore natural resources. At the same time, we will
continue to advocate trade rules that do not hamper our efforts
to carry out vital and effective environmental policies, whether
nationally or in cooperation with other countries. We will be
working closely with environmental organlzatlons and business
groups, as well as the various agencies, and of course this
Committee and others in Congress, as we deflne our trade and
environment objectlves.

COng;usiog

Mr. Chairman, it appears that Congress wlll be considerlng the
Uruguay Round implementing. leglslatlon at an ausp1c1ous time for
America. The U.S. economy is expanding; investment is
increasing; jobs are being created; and optimism about the
prospects for our economy is soaring. This economic expansion
reflects the fact that this country is moving in the right
direction; and we are doing it together. The policies of the
Clinton Administration, starting with our budget plan; the

: adjustments made over the last several years by our workers and
companies-- all of our efforts make us as a nation stronger and
more competitive.

In setting the negotiating objectives for the Uruguay Round,
Congress clearly signalled its belief that: strengthenlng the
multilateral rules of the GATT would make America more
competitive in world markets. We succeeded. We met those
objectlves, and I am convinced that the new multilateral rules
agreed ‘to in the Uruguay Round will work together with our
ongoing efforts to increase regional cooperation. - America is
uniquely po,itloned to benefit from expanding trade-- in this
hemisphere and in the world. The Uruguay Round builds on our
strengths. It will benefit us, ahd the world economy as a whole.
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