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THIS IS A RUSH TRANSCRIPT. 

AMB. KANTOR: Let's go ahead ar,d start. I think all of you have 

the statement, I'll go ahead and read it, but I hope everyone has the 

handout.' .. 


Today we received a letter from Madam Wu Yi, in fact we received 

it, last night in o\.lr office at E:. ~;:::7 pm, which had to be transl at ed, 

and it came from. o'-Ir embassy. l'I1a.dam Wu Vi is the Chini"se TrGide 

Minister, indic~ting tney are prep~red to resume talks regarding the 

piracy of intellectual property of the United States, next week in 

Be~jing. W~ responded, indicating we'll send our negotiators to Chin~. 

on; Febrl..\ary 13". 


. Let me reiter~.te that piracy of U.S. 'prodLtcts is an extremely 

SeriOl{S problem, and we eX'pect the Chinese to c:ome to the table, 

prepared to address our concerns over the protection of eamputer 

so:'twar@, chemica.l and agricultural products, pharllaceu"\:icals, 

tr~demArks, audio-Yisu~l works, and books and periodicals in three 

general areas. . 


One, takirrg ef:fective, immediate measures to curb pira.cy 

ln6luding raids on major.c:ompac:t disk and other producers; instituting 

.!%.t,!rl..lctural chemges to improve intellectual property protection olo'et" 


suc:h as creating Ci border enforcement re-gime, instituting a 

fright verification system and providing a~cess to the 
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International Property Right Courts; and last, providing market access 
ror intellectl.lal property-based prodl.lcts. 

I'd be happy to answer your questions. 

Andrea? 

Q Ambassador Kantor, does this make you believe that there is 
some chance of' avoidiilg further escalation and avoiding -- (off mike>? 

AMB. KANTOR: We'11 see. Obyiously it's·a step in the right 
direction. It 1 s welcomed. We will go to these talks with an open 
lII'iT,d and hoping that we can reach an agreement that is effective, that 
is. enforceable, and it will address. all of the problems that we have 
red sed. 

Yes, sir. 

Q Ambassador Kantor, did Minister Vi, in he~ letter indicate 
any Chinese willingness to compromise? 

~lMB_ KANTOR: 'The letter was silent on that poirlt. nH~ letter 
was welcomed, it was --addr~ssed the probl~ms in a general sense, but 
didrl't indicate as. you wouldn'·t expect, wh~t positions the Chinese 
negot iator~ mi grIt t.!!!.ke as we resume on the' 13th of Febr'l..\,ary. a\.\t the 
fact of the rapid t'espon~e -- after all, I didn't meet with the 

. nese Trade ,Minis·ter till -- it would 'hal<'E! be-en 11:00 S~turday night 
i rIa when we met, and thi s.came in the American Embas!!)y, this 

munication from l'I'Jadam Wu Vi, clearly dt",ring the day on Sunday. 
We~re delighted and impr~~sed by the rapid response fro~ the Chinese 
government. .. 

Yes, sir. 

Q You started to say youlre surprised. 

AMB. K.ANTOR: No~ I didn't. You lo.Iere reading my lips. 

(Laughter. > 


G!' Were you sl.lrprised·by thi s quick response? 

AMB.. KANTOR:: Not sl..lrpri sed. The fact is that we were -- we 
expected a res-ponse b'l..\t this is I don't know how the Chir,e-secould 
ha~e responded more quickl~ and we welcome that. 

Q How do you interpret it, what does that mean? 

AMB. KANTOR: I don't know. 1 don't want to put any 
interpretation on it~ I think that would be unfortunate as we go into 
these re-engaged ne!:lot iat ions, except to say that we welcome it. 

Q Ambassador? . ) 
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AMB. KANTOR: Yes, sir. 

Q 
egation 

Ambassador Barshefsky 
to China? 

or Mr. Lee S~nds will lead a 

AMB. KANTOR: Lee Sands will lead a d~leggtion to China. If and 
when Ambassador Barshe¥sky i. need$ or my presence would be helpful, 
then of course we would respond with that as well. But we~ll wait to 
se'e. 

John? 

Q Forgive me if this has be~n covereci already over the 
we~kends but has the administration decided how we would respond to 
China policy with the counter retaliatian you talked about? 

A~'B~ KANTOR: '(es. 

Q Can you tell us? 

AMB. KANTOR: No. (Laughter.) 

Q Could you jl\5t say, you know, if yol.\ want to rllie out an 
escalation of.the thing or leave all your options open? 

AMB.KANTOR: We're not going to rule anything out. 

Q How do you evaluate th~ impact of a potential Chinese 
retaliation as it has been -- (off mike)? -~-' 

AM8. KANTOR: Given the fact that Chinese government in the 
communication from Madam Wu Vi has responded so ,qui~kly, ,I think it's 
not helpful that I c::I'"Iaracterize their resporls~ e"xcept tos~aythat I 
think both sides. want an agl'''eement. That wo\.tld be the most productive 
way to proceed. We are fully prepared to react regardless of any 
ev~ntuality in this situation. ' 

MORE' 

,.-,-,,-: , , 
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Q You outlined five pointswhe~e you wDuld like to see 
progress when you sta~t talking. 00 you insist on seeing p~og~ess in 
all five, o~ say th~ee out of the five? And your negotiator said that 
ove~ the P~$t month ihRre has been some p~ogress. Could you outline 
on which~reas there has already been progress (in the pastrnonth?)? 

AMB. KANTOR: There has been some progress on border -- now 
re~ember. these a~e preliminary understandings. In every trade 
negotiation nothing is agreed to unt1l everything is agreed to. So 
let me not mislead you and say the Chinese side has agreed to all of 
th~se p~eliminary understandings, because no one does until you have a 
full agreement. 

We have r€'Clched understanding with regard to -- prelilllinal"'Y 
understanding with regard to border enforcement, some regulations in 
the area of -- which could lead to more enforcement and training in 
th~ area -- in dealing with the administrative nature of dealing with 
intellectual property right violations. There were other areas as 
well, some of which are listed here. 

. Howeyer, however, we did n~t.have the kind of action, ~ffective 

action, including tt'H~ commitment to raids on major;CD prOdl..lCerS, 29 of 
ch are in Southey'n China, all of "",hiers are krH:lwn to t;-,e Chinese snd· 

he U.S. gOyerl"lme~nt1 or institution<!ll structl.\ral changes in the 
ad natl,.\re in wrsic:h I discl.ts!:'.ed them, or provide· any kind· of market 

aceess intellectua.l property-based p~oducts ....hich is so criticaL If 
~·Ol.\ don't have marke·t: tlll.CCeS5, if they don't allow thes.e produc::t s to be 
sold in China and protected, then of course you'll never be able to 
address the piracy issue. Andrea? 

Q You said that all of the 29 factories are known to the 
go~ernment. How many of them a~e actually run by the government, have 
government involvement at some level? 

AMB.. KANTOR: PI number have government i nvol vement at some 1eve 1. 
It would be unfortunate if I began to characteri~e the connections and 
th~ ~elationship except to say that the government could take 
effect i ve .:.ct i en to st c.p these pr~ct iCfits at these plant s. 

Q Now it has beeri suggested that the gDyern~ent is not 
capable of stopping things that are happening now in some of the 
regions. Do you take that point? 

AMB. KANTOR: I think the government could take efrectivesteps 
in this direction. We understand that they can't 'top all of the 
piracy of every product allover China at once. Of ,COurse they can't 
do: that. But what they can do is take effective steps in the right 

ion. Thet'e is obvious piracy beginning with their own 
stries, for using pirated software in their own oper~tions. They 
d stop that immediately_ Ruta? I'll take one more question. 
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ground 

Q l' m j~lst wondering if you eould -- even staying within YO~lr 
of not negotiating in the press~ if you eould just verifying 

hing that y~u said and that was s~id by other ·officials on the 
briefing basis. You're talking about preliminary 

agreements -- f.irl"n,ldible, backgro\.md noise) -- bU:t basically what has 
be~n said, i~ really seems that on border enforcern.nt and other are~s, 
it:' s just a matte)" of the Chine~e even having made a proposal rathel'" 
than there actually bein~ a consensus on what this proposal will mean. 

~e.n it seems that (saying ?) preliminary agre.men~ almost seems 

like an overstatement. 


AMB.. KAN1'OR: No, let me explain what preliminary agreement 

me~ns, and maybe itls our failure to eommunicate that is confusing 

you, for whieh I apologize. 


We call it a prelim1na,...y a&lreement simply b~cau5e of what I 

indicated, nothing is agreed to until ev@rything is agreed to•. To 


. call it an agreement would" sl..Igges-t that we h-,\ye a part ial agreement, 
or we have an agreement regardless of what happens in these other 
areas. Neither side has taken that position. Th.t'~ why we call it ~ 
preliminary agreement •. 

I don't think either in background, or certainly in my briefing, 
we suggested that these are just agreements to agree if they were put 

force. They would have real teeth in them. 

Than~ you ~ery much. 

E.ND 


--SOO/900ilJ SH.:I.:IV and/H.LSn ........... ::>AS SM3N lVH3<I3.:1 S6ILO/6'O 


http:enforcern.nt
http:backgro\.md


! 
.~,! ... ',.! 

REMARKS PREPARED FOR DELIVERY 

CENTER FOR NATIONAL POLICY 

AMBASSADOR MICHAEL KANTOR 


FEBRUARY 9,1995 


I'd like to thank the members of the President's Advisory Committee on trade from the' 
private sector who are here today. With their help,.as well as that of many other people in 
this room and a bipartisan coalition in Congress, President Clinton led this country to the 
most important two years in trade in history. In that time, the President has led his 
administration in Ilegotiating 71 trade agreements. " 

He advanced and then ensured the passage of the North American Free Trade Agreement; set 
our negotiations \\,ith Japan on a new course under the Framework Agreement; concluded 
and obtained approval of the broadest trade agreement in history, the Uruguay Round; set the 
stage for trade expansion in Asia through the Asia Pacific Economic Cooperation forum;' and 
scores of other bilateral trade agreements, which will increase U. S. exports, create jobs, " and 
enhance our economy. 

President Clinton also convened the historic Summit of the Americas, where 34 nations met 
and announced creation of a Free Trade Area of the Americas by 2005. I want to state 
clearly: The United States is com"mitted to pursuing thisgoal. 

To that end, today I am announcing that the United States" will host a meeting of the 
hemisphere's trade ministers in Denver on June 30th, where we will lay the groundwork to 
meet the goal of tlhe Summit of the Americas: the creation of the "Free Trade Area of the 
Americas" by 2005. This will be followed on July 1st and 2nd by a meeting of the Trade arid 

"Commerce Forum, which I will co-chair with Secretary Brown. " 

President Clinton has led the fight to open markets and expand trade because it is critiCal" to 
his effort to create jobs and raise standards of living in this country. That effort begins with 
an economic strategy that includes the Middle Class Bill of Rights to expand opportunities 
for working Ameiican families, investing in education and training, reforming welfare, 
reducing the deficit, and making government work again. 

"But our effort to raise standards of living for American families continues with our effort to 

open markets and expand trade. 


As these charts show, over a quarter of our economy is now dependent on trade. Over 11 
million workers in this country o.we their jobs to exports. These jobs pay higher wages, on 
average, than jobs: not related to trade. The United States has a mature economy and we have 

" only 4 percent of the world's population. Future opportunities for growth here at home lie in 
the other 96 percent. " 

PJlesident Clinton underStands one way to create new opportunities for workers is by opening 
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markets abroad, deepening the ties between nations, and fostering global growth. We cannot. 
afford to cut ourselves off from the world. What happens in other countries deeply affects 
the jobs, productivity and incomes of people in our country. 

That's why last week, President Clinton protected American jobs and prevented a global 
financial crisis with his courageous decision to use his executive authority to support Mexico 
in its recent currency crisis. 

Americans are asking: why did the United States step in to help Mexico'] The answer is, by 
helping Mexico, Ptesident Clinton is helping American workers, American jobs and . 
American prosperity. 

The fates of our two countries are inextricably linked. We face common concerns in 
stemming the flow of illegal immigration to thiscountry. Trade:is vital to both of our 
economies. Mexico, is our third largest trading partner, and trade with Mexico supports over 

'700,000 jobs in the: United States. It is vital to our national interest to see a strong Mexican 
economy, firmly pointed toward longer term growth and prosperity,. 

Despite Mexico's recent problems, the fundamentals of the Mexican economic policy remain 
intact. Less than 1 Ct years ago, Mexico began to tum away from decades 9f protectionist 
trade policies and strict ·bureaucratic control of their economy. . 

Mexico could have turned inward as a result of this crisis, as it did in 1982. Instead, it 
remains open to trade and investment, mainly because of the NAFfA and other· growth 
strategies. 

The President knew he had to stop this crisis of confidence from spreading to the rest of 
Latin America -- and indeed the world. The stock markets of many developing countries 
around the world fell as a result of the peso crisis, a result solely of short-run investor 
decisions, not of stmctural problems in the economies of these individual countries~ 

Other countries in Europe, Asia and this hemisph~re alsO recognized that Mexico's stability 
was in their interests and supported the program. In fact, most of the financial backing for 
the program came from non-U.S. sources. 

Developing countrie:s and transitional economies will account for 70 percent of the wqrldwide 
increase in imports through ~he year 2010. Tremendous opportunities for U.S. trade 
expansion exist there because of dramatic economic and political reforms in recent years. 

) 

Nowhere has this change been more impressive than in Latin America and the Caribbean. 
This region, the second fastest growing economic region in the world, is exploding with 
growth and trade with the United States and each other. 

New leaders are casting off the shackles ofdecades of heavy government intervention and 
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trade protection., State enterprises are being~rivatized, and trade barriers are falling 
substantially. 

. '. . ' 

Along with the eConomic reforms in Latin America have come striking political changes.' The 
only country in the hemisphere with a leader who is not freely. elected is Cuba. ' 

The results have been stunning. The IIlost decade" of the 1980s has been replaced by found 
opportunities in the 1990s. Inflation rates which reached several thousand percent in some 
countries have fallen to single digits in most nations. ' 

As thes~ charts show, the United States benefitted from economic reform in the hemisphere. 
U.S. exports to Latin America jumped from $30 billion in the mid-1980s to over $78 billion 
in 1993, creating 600,000 new U.S~ jobs. ' ' 

U.S. exports to Latin America now ,approximate our exports to the European Union, and are 
expected to reach $232 billion by 2010, greater than our combined exports to the B.U. and 
,Japan ($216 billion). ' 

It's not just geographic proximity tha~,accounts for this explosion of trade. By reforming 
their economies, developing countries have unleashed a tremendous demand for everything 
from consumer products to capital goods and the materials needed in major infrastructure 
~~. '" 

Latin Americans spend 40 cents of every dollar spent on trade .on U.S. goods. We supply 
over 70 percent of some countries' imports and often three to four timesasrituch as a 
country's next largest trading partner. 

However, the average Latin 'American' tariff is still over four times the averageU~S. tariff. 

Numerous non-tariff barriers remain. U.S. firms continue to face some investment 

restrictions and inadequate intellectual property protection in the region. 


The potential -- and problems -- in Latin America are greatest for small and medium" 
businesses. Large businesses, for the most part, have the resources that have allowed them to 
surmount the legal and technical barriers to trade in other countries. Many have sold their 
goods in Latin AJilerica for decades. Small businesses don't have those advantages. 

We must level the playing field~ These are historic opportunities. But to make our trade 
agreements work for all people, each country must accept certain responsibilities. We will 
not accept free riders. Our trade agreements will be single undertakings, like the NAFfA 
and the Uruguay Round, where each side accepted the same obligations. 

Because this increasing interdependence requires new responsibilities among nations, we must 
begin to address intemaldomestic policies which distort or inhibit trade, including a nation's 
lack of a policy towards anticompetitive business practices, lack of transparency in judicial 
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proceedings which affect trade, and lack of adherence to internationally recognized labor or . 

environmental stan(,lards. We began to address these issues in the NAFTA and we will 

continue to do so as we move forward in Latin America. 


Recognizing this historic moment, President Clinton hosted the Summit of the Americas last 

December in Miami, the first time in 30 years .that the nations of this hemisphere hilVe 

gathered together. 


The 34 democratically elected leaders enthusiastically endorsed the U.S. proposal to 

construct "The Fret~·Trade Area of the Americas, If or FTAA, by the year 2005, with 

substantial progress expected before the end of this century. 


The Ministerial in Denver will adopt specific recommendations for both immediate action 

and long-term work towards the FTAA. Chile's accession to the NAFTA will be a first step 

in creating the FTAA. We will launch negotiations with Chile by May of this year. This is a 

long road. But we must remain focused and move forward with determination and optimism. 


One study estimated that U.S. exports to Latin America and the 'Caribbean would be 50 
percent higher under the FTAA. This would create an estimated one million U.S. jobs. 

The Latin AmeriCaI1S are not waiting for us. Latin America is in the process of integrating 

now. Nearly every country in .the region is part of at least one major subregional trade 

agreement. There are five regional trading arrangements in Latin America, of which the 

NAFTA is only one. All are different in nature and scope. 'but they share a goal of reducing 

trade barriers and opening markets. 


We want to make sure this integration occurs on· terms that are in our best interest. That 

means a common set of trading rules for the whole hemisphere, based on J:ligh standarqs of 

openness to match our own, not a maze of agreements that complicate, instead of.enhance, 

commercial relationships. . 


In addition, countries outside the hemisphere are keenly interested in Latin America. The 

European Union is pursuing the negotiation of an FTA with MERCOSUR, by far the largest 

trade bloc in Latin America, and already has strong ties to CARICOM. China, Japan and 

Korea are i,llVesting heavily in Latin America. 


What happens if the United States is not involved in Latin America? U.S. exports will face 

import taxes -- possibly as high as 40 percent. U.S. firms, work~rs and farmers will be 

placed increasingly ata competitive disadvantage. 


Business opportunities for construction contracts, medical equipment, computers -- all the 
.. things developing countries want and need -- will go to Europeans, Japanese or Canadians. 

We will lose chanct~s to create jobs and promote growth in this country. 
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We have a histork window of opportunity now. Countries in Latin America want to create 
an FrAA. It is clearly in the U.S. economic interest to make this happen. 

Some argue that ilt is better to retreat behind the walls of protectionism. Well, in a sense; I 
believe in protectionism, but different from the one critics deScribe. The protectionism I 
believe in is protecting America's interests, protecting American opportunities Jor new jobs 
and growth, protecting Americ;an leadership in this ~emisphere, protecting America's 
competitiveness. Vve will accomplish this not by turning inward, but by engaging others and 
expanding ties with our neighbors. 

Building walls will not lock our problems out: it will lock our troubles in. Our fortunes are 
linked with the rest of the world. The Denver Ministerial willbea major step toward the 
goal of creating jobs, and raising standards of living in the hemisphere. Together, by tearing 
down the barriers that divide uS,we can, will and must meet that goal. Thank you very. 
much. 

( 
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Al=lB. KANTOR: O,l\::, 111"ll1dred and firty years <1i.\go, M.:ljoT' Gener-al 
Caleb Cusning, T',epreser.tir.g PrQliiident Tyler .ll'nr1 ~fter consult.ing wltn . 
Jilr.-Il V~l.mti -- (laucn'terJ-:- a little rtUGlOt' nere to bt!!:J1w-w.i.I.:h-- was 
appo1nted to be\:;hl:r.i.r'!Tot American commissioner to thc Chinese ell1pir~_

• . 	 j 

In July 1843, Cu ...hing, conveYld by a naval ~rl't;;,dron of fl''''icates and 
sloop"'-, ",pt sail fOr~ Chlna eat'ryinga le1:.tet~ for tl"le 1::1lI~.it·~ (("om 
PresIdent Tyler O!.J~II.i.ll!il up trade to China. Tne letter said in part, 
quoi,;e, "Th(! Chine$9 lov,", to trAde with OllT" ["t,:,nr1e .and ~..ell them tea 
ann e;; 11-<, for Iflnich QlJr people pay silver and SOiiletililt:1:io. uJ..llt!r . 
at't1cles. But.i.e I.ll~ Chinese and the American!:. will trade, thgrQ 
sholJ.ld be ~'ulc!:' so that thQY shall not breAk your law-$. nor our laws." 
One hunr.it'pr1 ~nd fi fty-three years. later, Presldeiit· C1l"toll IlcI.";' , 

l'~esolv~d that not onl.y w'-l':t~there be n.llell,but that tt-.o:;~ rUles'must 
bit enforc:e.:i, 

Today lola helve reached doll lmportant a~l'"~elllent, one th.::l.t w'il1 
provide j:n"otectior. 'f0'l" intolll!!otual propot"ty right:~ fol" U.S. ,::oiilpanUtS 
and ,",illiu~'e marke,t ~rr.p.ss for inte.1.1ectualproperty-based pr;uuu.... L:li. 
l-'re'31C1ent Clinton said thi::. lIIu('01ng thiiil .ill a strong. .::l.gi"'CC'i11t?ot for 
AIllf:I-ic:an c:ornpani~~ .:-.nd AiuEn-.iC:ii\il workEn's•. w~ h~ve used every 'Coo:l a.t 
our dispo~.::tl to figl"lt T'i::n"'i;ngn Ili(rriers against COJd!J~I.i.i:ive u.::;. 
E!XP01"t S. 

The f3~+,,:,c;·t-growing and most cora pet it i vt: illul.lsi::ries feu- the 
. fl.''. .- ').' unlt:ed States, and Oll~:' in which we frequently hav.e tradli sut"'pllx!tjOoc;, 

have been .::l.dvel"'saly affected hy China's'tallure 
I 

to enforce 
~ 	 , " 
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intellectual pl"'oper";;y l'ights. These important industries repr'esent'e'd 
in the main he'f"'e today -- computer software., pharmaceutic.al., 

l"'icultural and chemical products, audiovisual works, ho~ks and 
"iodica1s and tra,::Ie:ilIarks -- have been virtually excluded from the. 
nese market. And to make matters worse, Chines.-pirated~ersions 

of ~hese products have even found thei~ way into third-country 
markets, some in our own hemisphere, further depriving U.S. workers of 
legitimate expol"'t opportunities. 

With today's ~mportantagree~ent, China has committed its~lf t~ 
put in place practices that will both protect OUl'" ~ights and nOl"'malize 
access to its markets for U.S. product~. This agreem~nt is replete 
with respect for the rule of law~ including ~oYrt reform. . 

Let me summarize quickly 10 v~~y important points in this 

agreement. 


One, it ct"eates a new ,enTol"'cement st~"'uctur!! in China, including 

working confer'enees., task forces and other special, Enforcement 

periods. Let me note1n the last f~w days alone ~h2 Chin~se have 

closed S2ven of the offending faetories,have destroyed ov~r two 

mi 11 ion CDs and LOs;, compactdi scs and laser' d lscs.. And j l.lst last 

night,the seventh that that trley raided a.nd closed was the infamous 

Shinfei (ph) plant, which was the largest factory !in China which was 

producing these pr6ducts. 


Second, cY'eati ng a.n effect i ve bO.rdet'· contr'ol sy st em based on th e 
• ~odel. Let me also announce we have offered and China has 

cepted technical assistance from th~ U.S. C~stom5 Se~vice in order 
to set up thi!i. newsysteiii to allow U.S. audiovisua.l and computet'" 
softwal"'e cOlilpanies to e5.tablish operations in Chii!a, coproduction and 
production arrange/Dents, as well .as to distributethrougno'.tt the 
entil"'e country. I'c'll begin in Shanghai and G1.langzhou, and by the 
year"'E:000 it will cover 13 cities, which is, of caut"se, the majority 
or a grea.t majoi"'ity of the Chine.se market in t:-,ese areas. 

Fourth, elimirta~e all Guota~ andi~port licensing requirements 
which were keeping our products out of China, to enSUt'e thatU. S. 
right-holde-rs have access to eff,ective judicial ·enforcement liIeasl,lres'.l 
not only to provide protectjon against destr'uction of' e~idence, bo.th 

. prior to and during trials, but to expedite the proc2ssing of these 
concernS in cases involving nut only Chinese concerns but U.S. and 
others ~"'ights-holders as well, and also to prQ"'ide national tl'eatment 
for' iiiarket access to cQ1.lrts, including filing fees. . 

Number six, & continuing commitment to enforce ~11 ~ntellectual 


property iaHs strictly, including the assessment ~f significant 

penalties. And let me also announce the Chinese ~.ve begun to file 

criminal cases in this> regar"'d as well. 


\,>,;:r 

They ·will. sh.are information with I.\S on enfor'celilent activities 
the United States on a quarterly basis and ~eet on a regular 
to discuss thes2 matters. 
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They will also provide trade&ark protectivn, number ei~ht. 

Number nine, the ministries, the ministriES in China and other 
sipublic jurisdictions, have agreed to ~top usin~ pirated products, 

especially computet' softwa'l"e pr"Ciducts. 1n tl"lei't' opet":atioiis. E){i::l.... elRely 
important. And the govern~ent h.s said they will provide the 
necessary resources to bu~ legitimate products from U.S. and other 
cOli1p~nies for the use in these ministries. 

And number 10, they' ve agreed to a full a:1d fail"transpal"ent 
re:gilil~ to' publish r1.lles and t'egulations. and 1.:.\OOs which are extremely, 
of course, important to all of us. 

This agree~ent will yo a long way toward 'improving the balance ~f 
OUt'" economic: t"elationship. The hand.ol,lt you'11 be given l-lill f'.lrther 
elaborate an what I~ve just articulated. 

I'll be' glad to answel"" YOl.lr ql,.lestions.. Thank YOll very Iiluch. 

MORE 

ct':\c:' . 
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dest=commtr~de~u.tr,u~troffiprc,fortr,trdpol,intlprop,compute~,phar,semico" 
dest+=u~ag,japan,j~pustrd,canada,~to,skorreC5&net~trdsan 

ta 

Q Ambassador Kantor? 

AMB. KANTOR: Yes? 

Q What did the tri~k? Was it the threati or the fact that 
other members of the cabinet were holding out c&rrots while you held 
the stick? 

AttiB. KANTOR: First of all, 1et liIe say that Ambassador 
Bal"sheisky, Lee Sands \Sp), Debol'''ah Lehl"Ei" (sp), Kathy Field· (sp), did 
a magnificent job. The prE?sident' sleader'sr,ip in t"e:naining t'esolute 
in understanding w~ ha~e to level th~ playing field and ~ake the ruleS 
~airf the ability af our negotiators, the ab501~te 100 percent support 
of Am~rican industry, a lot of which you .ee standin~ he~e with me. 
And last bl.lt not 1E!ast , this agt'cement' is in the interest of both 
countr-:ies. 1've fCII.md in this job that the best tool ~·ou haya Tor' 
cor,Yincing anyone t:o reach a trade agreement is that it's in 
eyer~yone' 5 best inter-:est.lt' 5 'in the U.S. intel'''e'st, o"f course. It 
pt'ot ect s . our jobs. It prot Ect s uut' Ind ust r"i e:s:. We'll grow capi tal" .. 
WE::' 11 gl'''Ow our stand.ard of living. We' 11 incr~.easc· access to these 
Y,e'r"Y impol'..tarrt' products in China•. 

For China, of COIJr-:SI!, it will he~p attract investment, b:-ing U.. S. 
Id othet" businesses in~o China, and, of course, thel'''efore he.1p their-: 

economy as well. 

Q Ambassador Kantor? 

AMB. KANTOR: Yes, sir? 

Q Ambassado~ Kantor, as late as Saturday, Ambassador 
Barshefsky was saying there was no pl"ogress. t,.lhat. magic did she use 
or did the Chinese use to striketrle agreement at the last minute? 

AMB•. KANTOR: No liI&gic.' Tough, hard negotiation on a reasonable 
basis where both sides realized it was in their interest to l'''each an 
agl"eement. I think :the Chinese negotiators and officials in China 
t"ecogni:te,that opening up in this ar-:ea.iscritical to theh" f1.l'ture 
economic success and progress. 

Q Ambassado't" Ka.ntor., 1'm just ,wondei"ing what' $. next •. Are you 
going still to identify Chin~ as a pirate country in ihi~ co@ing Rpril 
announcement? And my second question is, the abolishing of the import 
restriction and quota and so Ony how .u~h business does it ,mean to the 
U. S. 11='R ·I?xport? . '..s:.~. 

AMB. KANTOR: Let me take your SEcond ques~lon firit. Thl?se 
lks up he'("e can better answer 'on huw much business, but let me note 
at the copyright industry,the pharmaceutical industry, the 
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agricl.Iltur"'al-chem ical industl'''Y, the cuJliPl.It er software, COIiJPut et-' 
Industri e s, all th e indu-stt"i es rep'r"'eseni:ed up here are our fastesi:-' 

wing industries. ,We dominate the world in many of these areas. In 
, com put er softwar"e semiconductor" i r.dustry ,alone, we probabl y have' 
40 percent 6f the'world'., market. 

When yOI.\ open up a country as laq:l£' as China a:rld growirlgas' fast 
as China, I think you can llild,erstand just how impo~"tant t'hat will be 
to U. S. worker"s and to the'ir incoliles and ,to grolt-Jingi' OlJr businesses. 
And so I can't calcl.l.late that on a dolla'r"s-and-cent~s basis today, but 

think it's fair to say it will have an enorrnous i.pact. 

'Number two, you asked about April. If I 'aave that answel''' today" 
you wouldn't show up for ay'April press conference. (Lauahter.) ~o 
I'm not ]oingto do that. 

,Yes, si r. 

, Q Ml". Kantc,r, what aSSUl'''ances ha.ve you gotten that the 
Chinese will adhere to trle agreelil,ents?, And what arE the penalties if 
they don't? 

AMB. KANTOR: ~Jell, the penaltiEs at"e cleal~. We have OUt" trade 
laws and' we' 11 exer.c:ise those. 'I think "Je' ye 51"'. own ,we're not entirely 
shy about doing that:. S-ut we expect China to liVE up to,tt"llS 
agreelDent. Let me !;ayI ha'Je nothi,ng but pra.iseror Ambassador 

id 

rshefsky's counterparts -- for Madam Wu Yi, the Chines~ trade , 
1stel''', for the lE~adet"ship that has b,een pl''''ovided. ,And l,et me al.so 
that I=\mbassador Li, the .Chinese cam,ba.ssador. to the Ynited Sta~es,.', 
a eOlillilendable j(lb in making sUr"e'thatt~he~~'e:i~wa'S"'e:f:fWtcti,:ve ' 


communicat ion betwelin the two countr~ieSdUl''''ing' this, period of, tiliie~ 


Q So un 1 i k!i! the Japanese agre~&ieTlt ?:thai: 'o~er,lIIany years wer'E 
practically ignored" you thinkth,is one's going' to work? - " ' 

AMB. KANTOR: l.Jell, nUiiJber one, ol.trJapanese agr'ee.iilents ar"en:t 
being ignol'''ed. Number two ,our Chinese count er'part s ha.ve cornlili tt ed 
themselves to a VEr'y i~pressiye.et of enforcement proc~dures h~ret ' 
not anI y enforcemen'c but market access COIiIlU 1t ment s as well. Putt ine 
the two together, I think you c~n be assured and tn.e Arnel''''ican people, 
can be assl.lt'ed we h,ave made a iiJajor step Torwal"d. ' 

Yes, sir. 

Q Ambassador, originally you were talking'about the 29 plant~ 
that you wanted either closed down or at least ~aided. Today you're 
talking tha~ seven of them have been clo$~d. This,has been also a ' 
compromise on the U~S. sid~. What have you stepped dOwn from? 

AMB. KANTOR: No, they've ~so corn~itted to, of course, continue 
to carry out tt"lese en'fot"'celilent actions and implement a special 
enforcement period to create task forces and'to address the other 

, -ending fact Ot"i es i il China as we 1L That! s par't of theagree,ment. 
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All I was referring to up till now, in ~he last f~w days, they've 
closed seven alone. 'And I think that' s ql.tite impressive; 

Q To follow up, whatconcassions did the W~ited Statas side 
e to get this ag~eement, if any? 

AMB. ,KANTOR: We withdrew our 301. actio" arid ,will not iiilplement 

the sanct ions on over ami 11 i on dollars on 'pal't s, .100 percent tari ffs 

on those products. And nUlilbEr two,w~' "Ie agreed t,o work ,togethet' t'o, 

provide technical assistance~ Number three, we'v~ also agr~ed that 

we'11 continue to ~,ork for increased mat'ke:t access:, in China for oth,er 

goods, foreigncoml=ietitive goods" as well as, for a;grlcultural goods as 

well, and to address th~ problem of providing alB~serv1ce5 in China. 


,Q ,Ambassador Kanto~ 

AMB. KANTOR: Yes. 

Q -- doe~ that mean that the' U.S. is goi~g tc look more 

favorably on China.'.sattempt to join the WTO? 


AMB. KANTOR: They're not,connected.I't' 5 rio:t been part of the~e 

discussions. We e)l:pect Chirla, in ot"dei" to gain ~:,H::c'ession:to WTO, will 

do soon a commel'eially t"easunable, b-asis.Bllt let, liIe say, the ability 

to reaeh an agt"eell'le~nt in this 'critical area, which ,is, of ,coui"Se,pCirt 

of the Uruguay Round -- that~s the s'o-called TRIPS ag'r"eement o.n 

. nte llec::tl..lal propel"'t y -- wi 11 help' cleal" away some: of 'the probl ems, 


at .many countries, had wlthChirla'.5 accession. I' als.o think it 

eates a bettet" atmosphere. But there was ~o di~~ct connecti~n and 


'no discl.lssion ·dl.lring anyt.ime with re.gard to China',s desit'e' to join'· 
'. the World Tt'ade O'l'''ganizatlon.arid this·diSclotss.ion over int'elleci;fJ.al 

property rights. 

Q Wi,th this IPR suit 'out cif the way now and theWTO 

,negotiations not gCidn:ganywhere, at the 'moment,. anyway, db you plan on 


si; eppi ng l..lp the pt'e'ssure on t.hose . problems, onagt'jicul t ur"e and 

s.rvices? '. 


,RMB. KANTOR: I'm sure discu5sions~will enSU6 in a number of 
areas. The~e is a second letter 'that has been sent by Madam Wu Yi 


, which ,we' have nO.t f.ully translate,d which,of cours,e,' seeiils to be vel'''', 

, posit,ive and helpf'.~l, and I think cites some of these other 


considet"a"-t ions •. 

" Q Ambassac:loj-" Kantot'? 

·A~iB. KANTOR: Yes., 

Q . r I.mde';"'s:t;and th~t the news conference i~s about' China, but 

if YOI.l don't mind, <l1et me ask yfU a question about KOl"ea.. Thel"Q is a. 

repot't that the USTR is preparing a tOI.tgh position, 'against the KOl'e'an 


particl.llarly the beef market. Wot..lld ,yOll pl,ease comment abol.lt 
. j 
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A~B. KANTOR: We, have not been ~ntirely satisfied with Korea's 
esponseto our C::Oi1c::~rns that their liIarket in -- Q1' their market for 
ur beef has been .:1.5, open as our agreements would ,make sure that they 
reo I=1nd so there~F'ol'-e, we have indicated to our Korean counterparts' 

we're not entirely satisfied with the situation. 
I 

. \ 

nMr. Ambassador, now Nfnt~ndo and other 'software 
manufal.ct urers have asked you to name Hong Kong to 'cme of the 301 1 i st s 
iri April because of lax penalties given to the offenders in Hong Kong. 
What is Y0l.lr reaction to that? 

AMB; KANTOR: We'll review that in April and we' 11 ~ake a 

decision at that pOint. 


Q Ambassador Kantor, you' vegot cOliiputel''' software coyered in 
the agr'eement, and the que,stion I have is. whetherthEtel'-m "Coillpl.tter 
software" extei'lds tothe.protectior. of video gam~ ,~oftwa1'e as well. 

AMB. KANTOR: Yes, it does., In fact, videa game software is 

specifically naliled in the agreeaent as wells but it's also covered 

under that rubric. 


Q' Ambassador Kantor, can you just tell us -- give us an idea 
what time these n~'lotiatior,swere concll.lded? Just, ,-- oT courses if 
you can just give IIlethe time ,frame here. 

AMB. KANTOR: (Laughs.) They were.concluded about thr-ee or four 
lIIeli-- (laughter) -:- during the evening. Pal"to·f the pl''''oblem during 

the ev~hing was conforming theChin~s~ text and'the English text to 
roak~ sure they would be interpret~d in the same manner. We beliey. we 
had an agreement" L1.S. tlme,easte,l''''n stai'ldard time" about 11;00 last 
night. And thei'l tlilere was f.urther pnone ~alls dur.ing the night in 
tH'lilS of an att eliJpt: to make surethet"e' was compl et,e conformAnce of the 
texts. And not until, I'd says 9:15 this morning" 10:15 Sunday night 
in China, was the complet~ ayreement on all sides and th. si~ning 
ceremony held. 

MODERATOR: All right, let's'take one more question. 

Q Ambassaclor Kantor, the threat of sanctions on China by the 
United States seemed to have sose effect this time. . Do, you think that 
we can expect to se,e tht"eat of U. S. ~ai'lctions,against other coui'ltri,es 
in the future in trade' discussions like these? 

AMB. KANTOR: The one thing you want to do in,. repr~senting the 
largest trading nation in the warld -- and the president wants to open 
markets and expand tradE -- 1s t~ be careful, cautiou., respDn~ible 
and professional as we approach,Jhese problems. We're going to 
enfol"ce Ol..lr trade. laws_ we're going to enforce our trade agreelilents •. 
But we're also going to try to work with our trading partners to 
enSUl"E! the fact th.!~t we can get our products into fi country, and "Jhen 

(\~ get them in, the'y't'e protectEd. I think .ther'e's a balance to be 
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, 
struck, ~nd I think this president has struck the right bal~nce. 

Q Mr. Kantor, can you talk a little bit about Canada? The 
ep.tings and.-­

AMB. KANTOR~ I was just there. (Laughter.) 

Q Can you talk here about it? (Laughter.), 

AIYiE.. KANTOR: (Laughs.) I'd ,be happy to. I~11 take one more 
qUEstion on - ­

Q I just wondered if you could sum~arizethe talks with the 
minister. 

, 	 " 

~MB. KANTOR: Talks with Mi~ister MacLaren and the talks ,between 
the pres ident and Pr"'es ideni; Chr'et ien covered, a nUiiloe'r' of subj ect s. 
P'rn sure' you want t;o ta1k about trade. We spent, :a; you hiight 
ima'gine, ql,.dtE a btt of time on trade. I had two 'iileetings with 
Minister Maclaren, covering about three and ~ half hours. We also met 
with Cana.dian busirless people. Wecaver-ed eve-"-ything from the status 
of the comlillsslons on wheat and softwood lumber to ,what is called 
c'J.ltlJ.ral concerns' in Canada; we call free access to the market in 
tet'IIiS of everythln~1 fi"olil ,the COI.mtry MusiC Television,tCiSports 
IlllJ.strated to diretc;; host=! --sat'el1ite~to-hoille television, to 
artists' ~"ights. \t.le also discussed dai't"y, eggs, poultry, sugar., 
ugar~containing pr6ducts, peanuts. We had a number of interesting 


d lively ~xchanges. Rnd! think, as usual, we pushed t~e ball 

rward~ : 


Q Any pl"ogr'ess. in any, of those? 

AMB. KANTOR; .We pushed the ball ,f'ar"'Jard. 

MODERRTOR: Thank YOll very much. 

AMB. KANTOR: Thank you very much. 

END 
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.TESTIMONY BEFORE THE. 
HOUSE WAYS AND MEANS SUBCOMMITTEE ON TRADE 

AMBASSADOR MICHAEL KANTOR 
UNITED STATES TRADE REPRESENTATIVE 

MARCH 9, 1995 

Mr. Chairman, it is a 'pleasure to appear before this subcommittee 
today to bring you up to date on our recent agreement with China 
which will provide for strong enforcement of copyrights, 
trademarks, trade secrets and other intellectual property ri~hts 
in China. Our computer software, motion picture, sound 
recording, and publishing industries will also benefit from new, 
improved ac<:ess to the Chinese market. 

Until now, China1s failure to provide effective enforcement of 
intellectual property laws has caused substantial damage to U.s. 
industries in what .is one of the fastest gro~ing mark~ts in the 
world. Theft of copyrighted products (computer software, motion 
pictures, videos, sound recordings, books and periodicals) has 
reached epidemic proportions. The failure to enforce ' 
intellectual property rights (IPRs) combined with quotas and 
other market: access barriers have kept our :legitimate products 
out of China and pirate c6pies have displaced sales iri third- . 
country markets. Some of our most famous trademarks, Kelloggs, 
Del Monte, H&M, have been copied and applied to.fake goods. Our 
announced estimate of the burden or restriction on u.s. trade was 
over $1 billion. 

The recently completed .rPR Agreementprotect$ V. S. industr ies 
that are consistent export earners from the flagrant piracy' of' 
their products, and provides new markets for the products of U.S. 
workers in these industries. Throtigh full implementation of this 
Agreement:;, China will demonstrate that it qin play-by 
international rules on a matter of importance to its own 
development and econo~ic interests as well ~s its trading 
partners.' China: will also have access to high quality products 
from the United States and assistance in the implementation of 
this Agreement. In addiiton, this enhanced protection will 
attr~ct new investment to China. . 

Let me express my appreciation for the support that the 
Administration has received .fromthe members of this subcommittee 
as we have negotiated with China .. It was critical to our success 
in reaching this agreement that-the Chinese government understand 
that there was strong support from both the Congress and the 
business community for remaining resolute in the face of the 
Chinese government's tolerance for piracy of U.S. intellecttial 
property. 

President Clinton believes that increased trade is critical to 
our efforts to create jobs and raise standards'of living in this 
country. The importance of trade to our economy and the rest of 

1 




the 'world demands that the global trading system be based Upon a 
set of rights and responsibilities that all countries must 
accept. The Clinton Administration, with bipartisan support in 
Congress, hetS pursued this goal of an open 'and fair trading I 

system through multilateral agreements like the Uruguay Round, 
regional initiatives like the NAFTA,and bilateral negotiations 
like our current agreement with China. All of these initiatives 
share a corrunon purpose of opening markets, expanding trade" 
creating jol::)S and st.rengthening the U. S. ecbnomy. 

Mi. Chaiiman, on February 26, we took the latest step in that 
effort, when the Administration announced that the United States 
and China ,had reached an agreement that will ptovide for both 
immediate and longer term improvements in epforcement of 
intellectual property rights (IPR) owned by U.S. indiyiduals and 
companies and market access for industries that rely on IPRs to 
protect their products. As President Clinton said, "This isa 
strong agreement for American companies and American workers ... we 
have used every tool at our disposal to fight foreign barriers 
against competi tive u. S. expor,ts. II 

The importance of this Agre~ment is bolstered by the fact that it 
sets the stage ,for achieving solutions to other trade issues on 
our agenda with China. Full implementation of the October 1992 
agreement 'on market access is being discussed now. > Barriers to 
exports of U.S. computers, textiles, heavy machinery and other 
products must be eliminated if the u.s. market is to remain open 
to accelerating exports from China. 

We are also discussing market access for agric~ltural products. 
China maintains a number of non-science based quarantine measures 
which restrict access for U.S. agricultural :products. We are 
asking China to adopt Sani tary and Phytosanitary t·S&P) me,asures 
which comply with the U~uguay Roun9 Agreement standards and b,ase 
all S&P measures on scientific principles. China's quarantine 
restrictions on certain U.S. fruit exports (grapes and apples) 
because of mad fly concerns is one of severalS&P issues under 
discussion. ,We have also targeted Chinese S&Pmeasures limiting 
U.S. exports of Wheat, tobacco, live cattle, bovine embryos and 
bovine semen. 

China's servi6es markets must also be opened to U.S. companies. 
We have asked that China commit to substantial liberalization of 
its insurance; dis,tr ibution, advertising, travel,' communicat ions 
and service sectors. We have also initiat~d discussions on 
telecommunications services in the context cif China's accessio'h 
to the World Trade" Organization. ' 

We believe that these issues should also be ~ddressed in a 
positive manner. But for'now, allow me to summarize the majo;r 
aspects of 
access for 

our 
our 

agreement 
audio-vis

with ,China 
ual and computer 

on IPR e,nforcement and market 
software industries.' , 
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I. Major Industries Benefitting 

• 	 ComputE:!r software producers, including p:Eoducers of CD-ROMs 
and video games, will benefi t from increased action against, 
manufacturers and retailers to eradicate piracy in China, 
including a ban on infringing exports and improved market 
access, 

• 	 Motion picture a:ndvideo producers will benefit from 
enforcement of their copyrights, in particular a~ainst 
producers of pirated Laser Discs (LOs) and tapes, . 
elimination of quotas, import licensing requirements and 
more tI:ansparent rules on censorship and faster 
implem~ntation of censorship rules. 

• 	 sotind recording producers of compact discs (CDs) ~nd tapes 
will irtlIDediately benefit by enforcement actions against CD 
pirate factories and enforcemerit against exports to third' 

,countr ies, the right to exploi·t a comp,any I s entire catalogue 
and other market access provisions: . ' , 

• 	 u.s. trademark owners in all categories pf goods. and 
servicE's that must enforce rights in China and, especially 
companies that have well-known marks, like,Del Monte, 3M, 
and Kellogg, will benefit from expedited and improved, 
procedures to permit enforcement of trademarks. Protection 
against unfair competition, through copying of trade dress 
and other actions that could mislead or confuse consumers 
will also provide benefits fora wide rang~~f U:S. 
industries that trade with China. ' 

II. 	 Immediate Benefits--:-Enforcement 

• 	 Export and import of pirated CDs, LOs, CD-ROMs and 
counterfeit trademark goods will be prohibited and 
intrin~ements strictly punis~ed, through: 

intensified inspections and commitments to. detain 
suspected goods for investigation; and when 
infringement is found. pirated CDs,. LOs CD-ROMs and 
other infringing goods will be seized, fdrfeited and 

. '. 	 destroyed and, the machinery and impl~ments directly and 
predominantly used to make the infringing goods will be 
seized and destroyed .. 

Establishment of a copyright and trademark recordation 
system modeled on the U.S. Customs system. 

• 	 Creation of a comprehensive enforcement mechanism that is 
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empowe:ced to investigate, prosecute arid punish infr inging 
activities throughout. China. 

This will be accomplished through: 

A'State Council wo~king conference on intellectual 
property rights (IPRs) that will issue directions and 

. coordinate IPR policies. 

Establishment of sub-central (provincial, regional and 
local) int~llectual'property working conferences tn at 
least 22 provinces, . regions and major cities and 
special enforcement task forces. 

C:coss-jurisdictionalenforcement efforts. will be· 
specifically authorized, coordin~ted and car~ied out by 
enforcement task forces. 

Enforcement task forces in which all relevant 
departments, including the police and ttistoms, will 
participate so that the task force has authority to· 
search premi~es,preserve evidence of infringement and· 
take action t6 shut down production of infringing 
g()ods, impose fines and revoke operating permi ts and 
business licenses. 

An intensified enforcement effort ,over the next six 
.months with possible extensions of this time period for 
specific areas depending on success in eradicating 
infringement. 

Es.tablishment of a copyright verification system and 
use of unique identifiers (special codes.. stamped on the 
molds)' on CDs, LOs and. CD-ROMs t~at will help identify 
infringers and ensure that only .fitms with permission 
from the copyright holder will be authorized to 
reproduce, import or export these·products. 

Associations,cif right owners (the Motion Picture 
Association, and Software Publishers Assdciation) will 
be permitted to establish representative offices in 
China to assist in this verification process ~ndengage 
in other activities that Iepresentative offices are 
permi~te~ to undertake in China. 

Technical assistance from the U.S. Customs Service, 
'Department of Justice and the Patent and Trademark 
Office to ensure effective implementation of thes~ 
programs and mechanisms. 

Short term efforts by the Enforcement Task Forces wlil focus on: 
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CDs, LOs and CD-ROMs. This will be done through: 

investigation of all factories producing CDs. LOs and 
CD-ROMs to determine whether they are producing 
authorized products will be compieted by July 1. 1995. 

investigation of firms engaged in distribution. leasing 
or public performance of audio-visual products (CDs. 
LDs. video tapes. motion pictures, audio tapes, video 
games) during the special enforcement period. 

establishment of an inventory check system at the 
retail level to ensure that only authorized product is 
being sold. 

revocation of operating permits belonging to those who 
infringe more than onetime and revocation of business 
li.censes for serious repeat offenders with a commitment' 
not to grant a business, license in the same 'field of 
activity for a period of three ye~rs; 

Computer Software 

investigation of all entities. including public 
(g'overnment) , private and not - for,-profi t entities that 
engage in commercial reproduction, wholesale, retail or 
rental of computer software. 

. .'.I ','. • _ ." .• ':; . 

es tablishment of an '. i.nven4Q:r;Y,;.~<,cheock~systertP'for·software ' 
under which anyproduc'ttHa:t Is' not dis tr ibuted by a 
lice,nsed firm will be seized and destroyed. Business 
licenses for dealingwith,90!1\p,uter software ,will be 
required and thosefirms'found to' deal i-n infringing or 
unauthorized product repeatedly will losS their 
business license for three years. Normal 
administrativ~ and judicial remedies will also be 
available. 

'All entities (including public entities) must provide 
resources sufficient to purchase legitimate software. 

Books and other Published Material 

intensified inv,estigation of publishing houses and 
revocation of business licenses of those engaged in 
piracy. 

verification that pr{nters have authorization from the 
right holder to print the book or other material. 
Printing houses 'operating without a license will be 
shut down. 
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Trademark 

Pursuit of "model" cases to provide a deterrent effect 
on other counterfeiters 

Immediate access to all trademark agents operating ln 
China. and for the purposes of eriforcement, joini­
ventures, wholly owned subsidiaries. and licensees in 
China will be permitted to act on behalf of the u.s . 

. O".'lner of a trademark. 	 ' 

To date. the Chinese have raided and closed seven factories. 
including the most.notorious of the pirating factories. the 
Shenfei Laser Optical Systems Company outside of Hong Kong. Over 
2 million C))s ,and LDs have been seized and destroyed in recent 
weeks. As I. outlined the Chinese government is committed to take 
further steps necessary to discover any other infringing 
factories and move against them within the next three months, 
seize arid destroy infringing products and seize and destroy'any 
machinery directly and ,predominantly used io produce infringihg
products. . 

III. Other Enforcement and Administrative Actions 

lit 	 Improved acces,s' to effective administr'ative and judicial 
relief. including expeditious handling of intellectual 
property cases involving foreigners. the right to 
investigate alleged infr ingement and p'resent evidence, and 
to request preservation of evidence o{infringement while 
the case is pending. 

• 	 Establishment and publication of standards to govern the 
registration and renewal of trademarks in Chifia, including 
standards on the key issues of determining likelihood of 
confusion, descriptiveness, rules for cancellation and ' 
opposition procedures. ' 

, 
• 	 ' Enhanced protec.tion agains t unfair competi tion. including 

abuse of trade dress, trade names and other actions that 
mislead the 'public as to the relevant goods and services. 

, 	 , 

• 	 Exchange of information and statistics on Chinese 
enforcement efforts and regular consultations to discuss the 
adequacy of enforcement efforts. The United States will 
also ~rovide information on intellectu~l property 
enforcement actions in this country. 

• 	 Enhanced training for Chinese judges. lawyers, students,' 
government officials," and business persons on the nature of 
intellec:tual proper ty and the impor tanee of its I?rotection. 
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IV. 	 Enhanced Access to the Chinese Market 

• 	 Confirmation that China will not put in place quotas, import 
licensing requirements or other (non-censorship) 
requirements on the importation of U.S. audio visual 
products, including sound recordings, motion pictures and 
videos. 

• 	 U.S. record companies will be permitted to market their 
entire catalog ot works in China, s~biect to cens6rship 
rules. 

• 	 U.S. film product companies are permitted to enter into 
revenuE~ sha:iing. agreements with Chinese companies. 

• 	 u.s. companies in the audio-visual industries will be 
permitted to enter into joint venture arrangements fot the 
production and reproduction of their products in China. 
These joint ventures will also be able io enter into 
contractual arrangements immediately with Chinese publishing 
enterprises for the nationwide distribution, sale, display 
and performance o·f their products in China. They will now' 
be able to establish operations in Shanghai and Guangzhou 
.and othl=r major ci ties wi th the number of ci ties to grow toI 

thirteen by the year 2000. 

• 	 U.S. computer software companies will also be permitted'to 
establish joint ventures in that sector and produce and 
sell computer software and computer software products in 
China. 

A Review of t:he Problem and a History of U. S. Efforts to Resolve 
It 

From 1984 through 1994. U.S.. yearly exports ~o China rose from .$3 
billion to $8.8 billion. In the ?ame period', however, Chinese 
exports to the U.S. rose from $~.1 billion to almost $38 billion. 
Some of the fastest growing anclmost competitive industries in 
the United States -- and ones in which we frequently have a trade 
surplus -- have been adversely affected by China's failure to 
enforce intellectual property rights, including computer 
software, audio-visual products, books and periodicals and 
trademarked goods 'and services. 

While China did make significant improvement9 in its IPR legal 
regime as a result of the 1992 U.S.-China Me~orandum of 
Understanding on Intellectual Property Protection. piracy of 
copyrighted works and trademarks continued to be rampant because 
China did not live up to its obligation under the Agreement to 
enforce its laws and regulations. Until recently. enforcement of 
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intellectual property rights has. been virtually absent, with 
piracy rates so~ring in all major urban centers along China's 

. increasingly prosperous east coast. 

piracy of computer software -- one of the.most competiti~e 
industries of th~ United States -- has been running as high as 94 
percent, according to U.S. software indust~ies. Chinese piraty 
of U.S. CDs, laser discs, cassette tapes, videos and movies has 
been close to 100% ih many parts of China~' . 

In the past two years, Chinese companies have b~gun to export 
pirated products in large volume -- invading markets in southeast 
Asia and even reaching Latin Amerlca, Canada, and the United 
States. This trend is exemplified by the fact·that 29 CD and LD 
factories in China have had a production capacity of 75 million 
CDs for a domestic market that can absorb only 5 million CDs 
annually. In addition, some of these factories began to produc~ 
and export CD-ROMS, which can hold dozens of computer software 
programs and other copyrighted works on a single disk. 
The adminiSltrative apparatus in China for policing copyright 
piracy has been extremely weak. Piracy of ·trademarks has also 
been r.ampant, especially in $outh China. Enforcement, while 
effective'in some locales, has been sporadic at best.' 

On. February 4,1995, the Administration announced that, although 
the United States stood ready to continue to engage in serious 
negotiations, it had ordered the· automatic imposition of 100% 
tariffs on over $1 billidn of imports of Chinese products 
beginning February 26 if an acceptable agreement eQuId not be 
reached by tha,!: date .. 

·()ur February 4 announcement was. the result of an eight month 
investigation under the Special 301 provision. ofi:.1:le Trade Act of 

·1974 into China's. intellectual property rights enforcement 
practices,· On December 31, I issued a proposed·determination 
that China's IPR enforcement practices were:~nreasonable and 
burdened or restrict.ed U. S. comme.rce and denied fair and 
equi table mal:ket access to U. S. IPR owners, , USTR published a 
pioposed retal~ation liSit of $2.8 billion and. held hearings pn 
the proposed increase on tariffs on these products. At the same 
time, I extended the investigation until February 4 to allow' 
negotiators time to pursue an acceptable settlement. 

China I s WTO 1I.cces sion 

There has been some speculation about the relationship between 
the IPR agreement and China's interest in becoming a member of 
the world Trade Organization. There has been no link between the 
two exercises. However, I am hopeful that this recent IPR . 
agreement will help to improve the negotiating environment on 
China'S eventual membership in the. world Trade Organization. 
But, I want to be.very clear: substantial work and improvements 
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are necessary. in a number of areas before an agreement on China's' 
WTO protocol package can be completed. That package comprises a 
protocol of the terms and conditions of t;:he accession, a working 
party report which are negotiated multilaterally, and market 
access schedules in goods, agriculture and; services which are the 
result of bila~eral ne~otiations., 

We are prepared to work with China, as we have in the past, to 
develop a mutually advantageous and commercia·lly viable 
agreement. this will be beneficial to Dur goal of strengthening 
our bilateral relations. The Ways anq Mea~s Committee has been 
similarly clear that this is the way the Administration should 
proceed in this matter. The Administration, the Congress and the 
private sector are of one view on accession: .it can only be 
completed on strong commercial terms. " . 

The' last set of meetings held on China's ac~ession were in 
December. The Chairman produced negotiating texts and we 
conducted bilateral negotiations on market access, as did other 
countries. The progress was insufficient, ,and greater 
flexibility will be required before an agreement can be reached. 
In December, China's was unwilling to commit to align its. trade 
regime with international norms or increase market access in 
goods, services and agriculture. The United. States as well as 
other WTO members have 'outlined the areas where China must make 
commitments to undertake basic GATT and WTO obligations and to 
secure transparent and ~eaningfulmarket a~tessopportunities. 

In early February, the Chairman conducted informal consultations. 
The consensus of China's partners was that unless 'and until China 
was prepared to undertake libet:alization in, market access and 
provide assurances about its regime conforming with WTO 
obligations, there was little point in resuming negotiations. 
The Chairman of the working Party has asked all s~des~ to review 
their negotiating positions, we are actively consulting with 
labor, business and agriculture on the status of negotiationS and 
U.S. priorities and interests. We understand that China is 
undertaking its own review. 

I remain hopefu~ that the results of China's review will enable 
China to ~ignal that it is now ~repared to pursue its accession. 
to the World Trade Organization .. China is not now participating 
as an observer in WTO meetings, unlike other accession . 
applicants. I know that members of the committee agree that it 
is in the interests of the United States. that China become a 
member of thE~ WTO, bu·t only if it is secured on a commercially 
acceptable basis. 

China's accession to the WTO on acceptable terms remains 
important and beneficial to all trading nations. China's 
accession would guide the structure of China's~eforms, and it 
will cement reforms that are ~urrently in pl~ce. A good protocol 
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package will lead also to substantial additional market opening 
and a much improved trade and investment regime. 

China I s acc!~ssion is important for reasons beyond our bilateral 
relations. There are now some 25 accession applications pending, 
including many other countries that are in the process of 
transforming their regimes to market-based systems. If China 
accedes to the WTO on anything less than commercially reasonable 

·terms or without commitments to take further reform measures the 
integrity of: the WTO·will be at risk. Weare prepared to resume 
our efforts with China and look forward to working with the 
Corrunittee as: the negotiations proceed~ 

Conclusion 

Mr. Chairman, this is a good agreement for ti.s. workers and 
firms. It will bolster our efforts to create· more high-wage jobs 
in some of our most competitive industries.. Our legitimate, 
high-quality products will not be required to compete against . 
Chinese pirated and counterfeit goods in third countries and in 
China. Our ,exports to China and third countries should increase. 
It means Ame:r ican businesses can gain the confidence they will be 
fairly treated as they enter the Chinese market, one which 
presents irrunerise potential for U.S. businesses. 

It is also a good agreement for the Chinese. It will provide 
evidence that China is willing to play by the international rules 
and enforce them. It will. al;:; . .Q. imp.;r:.9y,~~,J~J}~.~,iJ,1y~~::r~zn~nt: .c.limate. 
and encourage access to the highqtiali i:y, "technologically . 
advanced U. s.. goods and. services.. The agreement contains key' 
features ensuringtrarisparency ..int:he.C::l}~nesesys tern, which 
bolsters effClrts to have a more "opeh'a:riddemocratic society. 

Mr. Chairman, it is critical that we do not 'rest on this 
Agreement alone. Equally important, we must ensure that the 
agreement is fully implemented and enforced. We will be working 
aggressively to make sure that it· is. 

Again, let me say that I appreciate the suppbrt and cooperation 
we have received from the members of these subcorrunittees. I look 
forward to working with you iri the weeks and months to come as we 
implement and enforce this historic agreement. Thank you. 

10 




I.rUfflKUL KUUM· '­ P. 02 

OS Trade Representative Mickey Kantor 
Remarks at Signing of IPR Agreement 

Minii3try of Foreign Trade and Economic Cooperation 
March Il, 1995 
Beijin;rl China 

I would l.ike to thank Minister Wu Yi and. her colleagues for 
their commitment and their creativity which, in large 
measure, contributed to the success of this agreement. A 
sign of a good agreement is when both sides are winners, and 
I think that is clearly the case in this. agreement on 
intellectual property. 

Intellectual property-based industries not only represent 
our fastest growing industries, but they are the connecting 
tissue that binds us together as a world, and they will be 
our most important industries of the fut,ure. 

In addition to enforcement and technical assistance .a1d 
technical cooperation, market access for our audio-visual 
and computer software compani:s is a critical aspect of the 
success of this agreement. To that end, and at the 
invitation of the Chinese government, which we appreciate, 
the companies traveling with me represented here today spent 
the day discussing commercial opportunities with their 
Chinese colleagues. . 

As a demonstration of our belief in this agreement, I've 
come to China at President Clinton's request, and at Madame 
Wu Yi's invitation, with a large government and· industry 
delegation to formally launch implementation of this 
agreement:. I have brought with me representatives of every 
IPR Intellectual Property Rights enforcement-related agency 
in the entire United States Government: ,the Customs Service:· 
the Federal Bureau of Investigation, the Department of 
Justice and the Department of Commerce. They began 
discussions of their extensiye training· and assistance 
programs with their Chinese counterparts immediately upon 
their arrival. 

The CUstoms Department, for instance, did not come empty­
handed, I"'ladame Wu Yi. They. brought $500, 000 ir, aid provided 
by the A:sian Development Bank to support important training 
and advisory activities. U.S. Customs agents will work 
closely with their Chinese counterparts as they implement 
China's :new custom regulations to protect intellectual 
property. The Patent and. Trademark Office will offer 
detailed programs in copyright, trademark and patent areas. 
Identification of IPR infringement must be followed by 
prosecution of violators by the Chinese government to be 
effective. In that regard, the Justice 'Department will be· 
quite helpful. The Department of Commerce and the. Federal 
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Bureau of Investigation have also began detailed discussions 
wi th their Chinese counterpart;3 today, as well. 

, 
As I said t.his afternoon, when I spoke to students at the 
Oniversity of Business. and International Economics, in the 
6th century Chinese engineers perfected a :new iron link 
technology for building suspe~3ion bridges across rivers and 
streams . .Fourteen centuries l:lter, we're now.building a new 
generation of bridges on the ejge of a new millennium 
constructed of mutual trust alJ j shared responsibility. . 
These bridsres will connect the great economies of the 'world 
for the benefit of our citizens. The IPR 'agreement is a 
hopeful sisrn of what we can achieve when we work together to 
resolve difficult problems. 

Thank you a.gain. 
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Statement as Delivered 

Ambassador Michael Kantor 

March 13, 199.1'" 
i3 "I:.'J;I\ j c.h :,,<:\I 

I want to brief you today on the results of three productive 
days of meetings here in Beijing. Our work has resulted in new' 
steps forward in U.S.-China relations. 

I 

. In three days, we've: 

Signed an importanc new'agreement on IPRi 
Engaged in technical assistance to implement the 
agreement; 
Reached'an "eighc point accord U that's a roadmap for 
our work to resolve differences over market access, 
services, agriculture, and China's accession to the 
WTO. 
Signed a new agreement on space launch services. 

At the inv~tation of the Chinese, and at the request of 
President Clinton, I came to Beijing to launch'the Intellectual 
Property Rights enforcement Agreement and'to discuss a wide range 
of trad. and other issues. 

I am honored to have just come from a meeting with President 
Jiang Zemin and with Vice Premier Li Lanqing. We had a 
productive and. frank exchange on· trade anq. other issues. 

The most important theme of my trip has been the promotion. 
of our relations on the basis of reciprocal responsibility and 
the rule elf law. The new IPR agreement is a model in that 
regard. 

The new agreement is a c'oncrete sign that China is accepting 
the rule c.f law in some aspects of important areas. As I told a 
group of Chinese students last Saturday, laws are animated by the 
reBolve of. nations to hold them' supreme. : 

With the technical assistance of .U.S. government officials 
and privat.e industry representatives on this trip, China is" 
establishing the mechanisms necessary to recognize the' rule of 
law in the~ area of protecting intellecual property rights -- from 
enforcement task forces to the right of individuals to challenge 
infringer::. - - to a more transparent and accessible enforcement 
process. This system will benefit Chinese citizens as much as 
u.S. exporters. 

'We rE!main disappointed that China has not taken .additional 
steps on human rights. China has not moved significantly in key 
areas of. concern. This is an issue of great importance to the 
President and to the United States t and an area where w,e will 
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continue to press. And failure to make progress will continue to ' 
present difficulties. 

On IPR, I came prepared to launch the: Agreement and 
demonstrate our seriousness in seeing the ~greement implemented. 
I have been very pleased to learn that the, Chinese are equally 
dedicated to implementation of the Agreement. ' 

I learned this morning that China has devoted over one 
million people from the courts, prosecutors, police, and other 
IP.R and law enforcement agen.cies, to stamping out piracy. 

For our part, I brought with me the Commissioner of the. U.S. 
Customs Service, George Weise" senior officials from the 
Department of Justice, the Federal Bureau of Investigation, ,and 
the Department of Commerce to set up training and assistance 
programs for Chines'e IPR enforcement agenci~s., 

At the same time, 10 CEOS and senior executives from 
companies and associations that represent the full range of 
industries that rely on intellectual property rights protection. 
They are the industries that rely on creative ideas and the 
inventive genius of the American people -- and it is those ideas 
that the IPR Agreement will protect. 

Our industries will be looking for successful implementation 
of the market access commitments in the Agreement as they 
thems.elves commit to providing substantial assistance to China's 
enforcement efforts. 

Over the course of the last three days,' U. S ,-government 
officials and the businessmen have met with their Chinese 
counterparts to begin technical assistance on enforcement. The 
businessmen have also be'gun talks on the formation of joint 
ventures in the audiovisual and computer sectors. 

I ,reached an 8 point agreement with Minister Wu Yi on market 
access, bilateral services, and China's accession to the WTO. 
Point one, China has agreed to lift the suspension of the 1992 
market access Agreement as soon as possible, in any event no 
later than March 31, 1995. China will now lift quotas and 
licensing r'equirements on a wide range of agricultural products, 
textile machinery, textile and apparel products, computers, 'and 
heavy machinery. 

In addition, China and the United States jointly agreed to 
vigorously pursue on a bilateral basis market access for value­
added telec:om services and insurance. 'Both sides agreed t1::lat 
these discussions will be based on U.S. proposals tabled in 
bilateral services negotiations last fall.', 

In both areas, the united States has asked for' commercial 

presence fClr U. S. telecom companies and for insurance provide,rs 

on a graduclted' basis - - and for licenses for U. S. companies. 
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,The United States and China also agreed to' implement the Letter 
of Intent on market access for agricultural products -- including 
cherry expo:t'ts from Washington state, expanded access for apple 
exports I - lei:!.f tobacco, and Iivestod: and genetic products. 
Minister Wu and I renewed our commitment to resolve differences 
over standards for U.S. fruit and wheat. Negotiations on the~e 
issues will be held over the next two months. 

On the WTO,as previously stated; the :United States will 
support China's accession to the WTO as a founding member. .For 
my part, I have agreed to become personally involved with and 
review all proposals related to China's WTO accession. Further, 
both countries agreed to pursue China's WTO accession talks 'on a 
flexible~ pragmatic basis, with the understanding that all WTO 
members are committed to reach commercially":viable agreements. 
We would expect the same from all of our tr,ading partners. Those 
talks are expected to begin in late April in Geneva. 

MinistE!r ,Wu and I agreed to address realistically the issue 
of China's developing country status. Both ,countries understand 
that China could be characterized as developed or developing 
depending on the UR round category. This agreement dictates that 
we move beycmd labels and address each issu'e ona realistic, 
pragmatic basis. 

Finally, in all discussions, the United States(ind China 
will conduct, all negotiations with a positiye att:itudeCind 

.recognize the growing impo'rtance of our trade relationship. 

Last, I am pleased to conclude my' first' t.ripJ:oCi)ina by 
renewing our:' bilateral space launch agreement. 'In"the"six years 
si,nce the first agreement was .signed in 1989, China ,has become a 
recognized competitor in the international ~arket for space 
launch services. This Agreement benefits bpth the United States 
and China. The market for satellite ,service,s requiring space 
launch vehicles is in a period o'f 'rapid change which will create 
new commercial launch service opportunities. Through ,this 
agreement, China's ability to compete for th~se opportunities 
will grow,with increased potential for cooperation between U.S. 
and Chinese firms. 

The Agreement will permit, China to part::icipate in the­

internattonal market for launch services while providing 

necessary safeguards against market disruption. 


In my many ,discussions with Chinese leaders, r have 
discovered that we share a large number of common goals on trade. 
Just as our negotiators di~covered during th~ IPR negotiations, 
with flexible, creative thinking on both sides, we can move from 
common goals to common vision to common ground. 
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. IPR Enforcement Agreement 

Fact Sheet 

Th~ Fehruary 26 IPR enforcement agreement, an exchange of letters 
a~d a Chinese action plan, commits China to take effective 
~easures to substantially reduce IP~ piracy -- particularly of 
copyri~rhted works, trademarked and patented products. More 
importcmt over the longterm, China will also create a new IPR 
enfOrCE!ment structure, and provide market! access for audiovisual 
products, comp~ter software,and boo~s anC;i pe:r:iodicals. 

As,part of China's commitment to substanqally reduce piracy, 

Chlna ~'ill establish a 9 month special enforcement period during 

·....hich t.he central and local, gove'rnments wi 11 launch an intense 

cl'."'ackdclwn on major pirates of copyrighted 'works and trademarked 

:noducts. To make this effort possible, China will create a 


, system of high level task forces at the policy level and tough, 
anti-piracy task and strike forces from the central down to the 
local levels all along the east coast and in urbanizing parts of 
the interior. These forces will target m~jor offenders, and make 
full use of the authorities of the police and the IPR enforcement 
agencies to ensure that piracy is brought ,and remains under 
control. These task forces will remain in effect for three to 
five years. 

Among other matters, the Agreement establishes new 'and effective 
rules for border enforcement, a copyright verification system f~r 
audiovisual and CO·ROMS incorporating computer software, separate 
and detailed plans to cleanup the audiovisual. books and 
p~riodicals and computer software sectors, a nationwide training 
a~d inspection system designed to preveritinfringement, and a 
nationwide educational program on IPR protection. 

, , 

c:'inally, under the Agreement, U.S. companies will have access to 
China's domestic audiovisual and computer :softwa:r;:e markets. U.S. 
companies are permitted now, for the firs~ time, to establish 
joint ventures Lo produce, reproduce, distribute, sell and 
perform audiovisual works in China. Similarly, U.S. motion 
picture companies will be permitted to enter into revenue sharing 
arrangements -- and, asa practical matter~ increase their access' 
to China's huge domestic ,market for films. China has abolished 
quotas for audiovisual productions, in addition, and will make 
censorship requirements transparent shortly. 

To ensure effective implementation of the Agreement through its 
three to five year life, the Chinese and, the United "States have 
committed to frequent consultations, exchanges of data on IPR 
en(orcement activities, and publication of reports from each of 
China's new IPR task forces. Far greater participation by
foreign rightholders in the enforcement of their rPR rights will 
make it possible to ensure and mon,itor implementat ion of the 
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';;:eemE!nt. 

~ ENFORCEMiNT STRUCTURE 

S;ecial Enforcement Period 

China will intensity for the next six mon~hs the Special 
Enforcement Period that began on January 1 and is aimed at 
s~verely cracking down on major infringers of copyrighted works, 
~rademarks and patented products. In its.initial period, the 
Chinese authoritie.s will focus on large-scale infringement in 'the 
audiovisual and computer software sectors. In regions in which 
piracy levels continue to be high following the August 31, 1995 
conclusion of the Special Enforcement 'Period, the Period may be 
extended until such time as piracy has been brought under 
control. The United States and China will consult regularly on 
the levl~ls to which piracy has been reduced in key regions of' 
China. 

;ligh Level IPR Working Conferences: As part of its effort to 
:ocus antipiracy efforts, under the Agreemeht, the central 
sovernment's State Council has established a ministerial-level 
~Qrking .Conference on Intellectual Property Rights. That task 
:orce i!i comprised of the major enforcement arms of the Chinese 
Soverrlment, including the police, such key ministries as the 
~inistries of Electronics Industry, Radio and Television, 
Culture, the Administration for Industry and Commerce, and the 
Chinese Customs Service. Headed by Vice premier Li Lanqing and 
Scate Councilor Song Jian, the Working Conferenc~ ..is .charged, with '. 
overall coordination and directi9rij::q~~~ant'ipd!ra:ty:rwOrk,.·n:ae:ionwide , . 
. - including establishing policy a'ndcoordinating cross -regional 
a~d cross-jurisdictional operations. I 

P::-ovincial and Loc~l LPR workinq:Confef"ertceh"':'coordinating and. 
o:ganizing antipiracy efforts and setting policy guidelines in 
morc than 22 provinces and major cities in China are similar work 
cO:1Eerences -- that report to and follow the direction of the 
Sl;.ate Council. To ensure that local task forces do indeed follow 
the lead of the central government, they will formulate and 
publish their own action plans -- tailored to the specific piracy 
problems in their areas -~ and report regularly to the State 
Council em the progress of antipiracy work. Typically, each task 
force is headed by the Governor or Deputy Governor, or Mayor or 
Deputy'Mayor, of the region in which it is located ~- thus giving 
it significant authority. 

~nforcement Task Forces: Each region has also established task 
forces -- comprised of IPR enforcement agencies and the police -­
to carry out the policy decisions of the work conferences. Task 
forces, which have broad powers to suppress piracy and are to be 
accorded sufficient resources, and will target key offenders, 
enjoininf~inging activity, strip repeat offenders of their 
business lic~nses, levy stiff fines, and remand infringers to the 
prosecutors for criminal prosecution., copyright· and trademark 
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inf:"iw;;ement: are both crimes in China, wi,t.h seritences uo to 7 
y~ars in prison available for serious, repeat offenders~ 

In area.s where a particular type of piracy is endemic, the task 
corces will set up specialized ad hoc groups to attack that form
0: piracy -- for example CD piracy in Guangdong. 

, 

In addition, under the Agreement, each task force is pledged to 
'.:ark with. foreign rightholders, make its activities transparent, 
respond within 15 days to petitions by rightholders who believe 
their products may have been infringed, and set up contact . 
p~rsons: and phone numb.ers. Task forces will also establish hot 
lines so that suspected infringers may be reported to the 
auchorities for investigation. 

The task .forces will remain in effect for at least three to five 
y~ars. 

SPECIAL ENFORCEMENT PLANS 

The Agr,eement creates special, tailored enfor.cement plans in the 
vital audiovisual, computer software and book and publishing 
sectors. These plans will operate both in the short-term and 
O'ler thl! long-term. 

ComouterSoftware and Aud~ovisual Plans 

co r'actqries 

As part of its current focus, China will by July 1, 1995 
eliminate piracy in all co, LO and 'CD-ROM faccories. These. 
factories inclUde the more than 29 factories, largely in south 
a~d central 'China, that currently have a p~oductioncapacity of 
~o:"e than 75 million CDs. Factories that have been_determined to 
have engaged in infringing activities will .be punished through 
seizure and forfeiture of the infringing products -- and wil+ be 
required to pay compensation adequate to compensate the loss 
suffered by the infringed party. .In additioD, factories found to 
have engaged in ~erious infringing producti6n are subject t6 
having their business licenses revoked and the machinery and 
equipment used to produce the infringing products seized, 
forfeited and destroyed. ' 

Long- terln Plans to Clean Uo Markets 

China is also instituting a long-term plan to clean up the 
audiovisual, computer software and book and publishing market.s. 
Begirining immediately, the Chinese authorities will: 

o 	 Make mandatory the use of a unique identifier by all 
factories engaged in production or reprodu~Lion of CDs, LOs. 
and CD-ROMS, so that the authoriLies will be able to 
determine which factory has produced infringing prbducts - ­
should that o~cur. Failure to make use of the identifier 

I , 
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'~ill subject the factory to administrative !=!anctions and 
revocation of business licenses. 

~ 	 Escablish a copyright verification system. Under the 
sy:stem, no Chinese entity will be permitted to produce,
reproduce, distribute, or export CDs, LOs, and CD-roms 
without (l) securing a copyright registration certificate 
fn)m the National Copyright Administration (NCAl that 
vel:-ifies the legitimate licensee, and' (2) without securing a 
permit from the 'relevant authority' in their locality. 
Grnnting of the permit is conditioned ucon verification of 
thE~ copyright. That authority is either the Press and 
Publications 'Administ-ration, or the local branch of the 
Ministry of Radio and Television or the Ministry of Culture. 

o 	 Begin comprehensive inspections of all audiovisual 
establishments t:hat engage in production, distribution, 
retailing, rental or performance. Est:ablishments that 
engage in serious infringing activities will be subject to 
revocation of permits and business licenses, as well as 
se~ere fines. Depending on the level df infringement, they
will also be required to provide compensation to 
rightholders and to face criminal penalties. 

Monitor carefully the inventories of a'11 reta; lers, and work 
with rightholders to identify products that may have been 
infringed. 

o 	 Establish training requirements so that: producers, 
distributors and retailers cannot maintain theii business 
licenses unless they have acquired a good knowledge of IPR 
laws and regulations .- and passed stringent examinations. 

7:,;~ Chinj~sc Government hi'lS also pledged co r.lake use_ only of 
lcgitir.'.ate software and to make available sufficient resources to 
o~rmit ol.1blic institutions to purchase soft'';''are t:.hat is properly 
l:censed. 

All local authorities will report to the State Council, by July 
1, 1995 tor audiovisual products and October 1, 1995 for computer 
software " on the results of their implementation of these plans. 

Trademarks 

The AgreE~ment sub:.>t:.aneially liberalizes access to .the enforcement 
structure and provides greater protection for trademarks overall, 
especially well-known trademarks. Among other things, the 
Agreement provides for: 

o 	 Direct access to the AlC for enforcemen~purposes for U.S~ 
companies and licensee::; in China. U . s: •companies in China 
will not longer be required to use desigr:ated trademark 
agents to enforce their rights. 
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o 	 Rroadening the definition of well~known marks. The basis 
for determining whether a mark is well-known has been 
expanded to include knowledge in the 'relevant sector of the 
public' in the country of the rightowner in addition to the 
de9ree of knowledge of the mark in China. 

o 	 For. enforcement purposes, the Trademark Office will now 
is!.ue determinations concerning well-known trademarks within 
30. days of receipt of the request. - - when the request -rg----­
made to the Trademark Office directly or to the Chinese . 
Customs Service. 

o 	 Protection for well-known marks will extend to products and 
services beyond those on which the mark is registered or . 
used. Owners of unregistered well-known marks can enforce 
their rights against infringement or counterfeiting and 
rightowners will have five years to seek the cancellation of 
well-known marks will be cancelled if they hav~ been 
infringed -- unless the infringement tOok place in bad 
faith, in which case there will be no tir.:: limit. 

30rder Enforcement 

t;~der thl! Agreement, China has committed to s:ringent enforcement
0: intellectual property rights, particularly trademarks and 
copyrighted works. Customs will issue broad n.:w regulations on 
July 1, 1995, which will go into effect on 9ci:ober 1. Until 
chen, undercurrent law; Customs will mount ,a sustained effort to 

.?:'otect COs, LOs, and CD-ROMS, as well as trademarks, at the 
; .border .. 

\';:'lcer the new regulations, Customs will ban the import or export 
o! all infringing goods, making such actions illegal and applying 
s::-ict penalties to violators. Customs ':Vill al!:;e) p;'9vide for 
direct access for foreign rightowners o~ thei~ authorized 
:-cpresentatives who seek Customs enforcement o~ their rights. 

!~ addition, Customs will take the following actions: 

o 	 E:stablishment of a central recordation system by December 
31, 1995 for the protection of copy~ightcd works and 
trademark rights. Recordation will be valid for at least 7 
years or until the expiration of the right, but the . 
recordation can be extended after expiration. In addition, 
the system will include information on suspected or known 
infringers, information on products that rightowners believe 
CIlay be infringed, data on specific suspected Dhipments of 
infringing products, and any available information 011 ex.port
of such goods. . 

o 	 Seizure and forfeiture of infringir.g goods, and, following a 
determination by Customs, their destruc~ion if they are 
copyrighted works, and their destruct':'on or removal from the 
strea.m of commerce if they are trademarks. 
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o 	 Where possible under the Chinese Customs Law, Customs will 
take direct action to punish infringers. If such action 
gc)es beyond the bounds of Customs' authority, the Customs 
will within 20 days of detention of the goods, notify 
prosecutors or otHer agencies 'for administrative or criminal 
action, as appropriate. 

Ad~inistrative Authorities 

~hile it establishes a new, special structure to attack piracy, 
C~ina will also strengthen its existing administrative structure. 
!n its action plan, the central government has instructed local 
authorities to make full use of the amole,authorities of the 
courts -- including injunctive and prOvisional relief -- and the 
p:-osecutors. In each area, the National Copyright Administration 
(~CA), the Trademark Office of the Administration for Industry 
and,Commerce (AIC), the Patent Office -- and their local 
equivalents -- will make full use of their existing powers. In 
::he case of copyrights, where the authorities of the NCA are 
''''~aker than other agencies, the NeA will also draw upon the , 
?OWers of the AIC,'the Press and Publications Administration, the 
~inistry of Radio and Television and the Ministry of Culture. 

As is the case with the enforcement task forces; rightholders or 
::hair r,epresentatives will be granted direct access to each 
authority in every locality. All administrative authorit-ies will 
~ollow the same guidelines for processing. cases as the task 
:o::ces, make contact persons and phone numbers available, and 
'..·o:-k directly with rightholders. 

I 

Colle~tion of Information i' 


;:'o::eign rightholders and their representat'ives will now be 
~~titled to collect information concerninginfring~~ent of their 
::ights _. provided that they follow Chinese laws and do not 
engage in activities such as wiretapping. Information that 
':- ~ghtholders or foreign entities do collect will be admissible as 
evidence in administrative cases. ' 

Establ~shment of Representative Offices 

F6r the purposes of participation in verification of their 
. copyrights -- and monitoring of enforcement activities generally 

- - tradj! associations that represent foreign rightholders, such 
as IFPI, MPA, SPA, arid BSA, will'be permitted to establish 
rel?resei"ltative 9ffices. Establishment of these offices, the 
right to collect information directly, and the direct access that 
foreign rightholden; enjoy under the Agreement to enforc;ement 
strike forces and the administrative authorities all will greatly 
enhance the ability of U.S. companies to gain adequate and 
effective protection for their intellec::-.ual property in China. 

Access to C:h~ System 
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As pare of a more general effort to make the ~urrentsystem 
~~ansparent and more responsive to the interests of rightholders, 
each administrative authority will publish booklets by no later 
than September 1, 1995 that will act as guides to the Chinese 
enforcement system. These booklets will explain the procedures 
by which complaints may be filed, the authorities to which 
:'!.ghtowners or their representatives should nppeal, and the 
:emedies that are available. . 

In addition, by June 1,1995, the State Council's II?R Office will 
publish a compendium of all IPR laws, regulations, standards, 
cecrees and administrative guidance -- for use by rightowners and 
their rE~presentat1ves to better understand and make use of 
China' snew.enforcement system. 

Finally ,China hC!-s committed to full publication of all such laws 
and regu.lations, including regulations on censorship. 

Dissemination of Information 

As a means of educating the Chinese public. the Chinese media 
will mount a nationwide effort to dissemina'te information on 
intellectual property rights. .The media wi~l also give broad 
publicity to violations of IP rights, including cases of majdr 
offender:; . 

..:.,.' 
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THI'::t Ig A RLtaH TRnNSCtUPT. 

AII1B. KANTOR. Good morning. If I can di,g this 'out 'of my pocket 
we'll ~et gOing. You have our pre,; r&lQas~ or mv .tatement. ] 
obviously s.tallLJ L,y eyerything1n' th.at~ 1 ",on' t reAd it all to you. 

But 1 would like fir~t o~ all to w.lcome Ren~t~ Ruggierota the 
,;;::s;.",~;'IiUnited State!:l clYd.in.He' s been here lIIany till@s in hi~ "'ar,,~r. We had 

~. very productive eonyar~ation~ not onl~ thi~ morning ~ut over tne 
CDurse or tne last two or three weeks, ~nd f'. very appreciative of hi~ 
c:ooperotion and "ciVil' been, impressed by nis @)(pIi.,.... ienc:'" and his br@adth of 
knowledge and hi:; cOlllllit lIIIent , frankly, 1;0 what we' r~, all . pursuing. 

The U~ited States is announctng today that w. ~ill support Mr. 
Ruggiero as the fir~t direc:tot" general of "he World: T'rac::le' . 
Organlzation. After extp.nsive eonY&r~~tion$ with OU~ trading 
partners, 1HtI'rdlly frOI Gl.llover the world•.the 'Unitod States has 
deoided that it is in the blnt: int~re5tj uf the World Tradlill 
Organization and the Unit",rt State~, al wan as our t.-ading pa~tner5, 
that we, all for. a c,;:onsemiUS around Mr. Huggi@t'O'6 ~andidaC'y. 

Obviously it doesn't 9~eA~~ the att.ntion ~f ~~y of you here that 
we have had A coni;Q$t thcll; has been Q.Qing on. Pm sure Mr. Ruggiero 
thinlc~ all too IOlng. It .'eGultC!!d .in a he.ispheric .iIllPClSSf;! which, of 
course, was not in anyone's int@rest. That halO now been broken. Dr. 
Ki. Chul-su has withdrawn, t.he Kor.an candidate. We hope and.trust he 
wi 1) becomE! ~ df!piuty dil"'ector general of th. World Trade Orgami .tat'!un. 

Wa also have .:t.gl"'eed that "'~. Ruggictr'o is going to jerve one term, 
a full four-year ter., and that the ne~t di~~ctor g~n~ral of the World 
Trade Or'gcanLu;ltionto succeed Mr. Ruggiero will b" ~ non-E:.uropean. 
Thi; ilt an agl"'eement r~ached a.ong, I would say, virtually all the 
trading partners who form th~ World Tr~dQ Or9ani~~tion. 

110t<E 
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This eDnsensus sho~ld b. ratified through a series of m.etings 
t OIlO)'''t'O'''', I be It eve , t n Geneva, fro .. what I .J ust understand.. We 
enthusiastieally support~r. kuggjero~ and would note that ~. have had 
a serious and detailed conversations on a number of issue~t and we do 
have, as I think Mr. RugBiero expressed it, a .eeti~g of the minds. 

1'1,..... Rugg i era? 
, I 

AMB. RUGGIERO: Wttll thank you very much, 'Mickey, for what yO'-l 
t'Ul'VEl' said.. I all vel""Y glad :...-:- you cannot be S'..lrpr"is.ed -- I am very 
glad to be here and to hear that I have the support of the Uni~ed 
States of America. Certainly it is not the ~- form~lly the end of the 
galle fo.- lie. I have to wait at the lIollumt in which all the 
contracting part~es will express their opinion, because certainly it 
is not new to you that this -- the nOEination, theappointllent of the 
director general of wra is Bade by consensus. 

And what I can tel) you is that I a. not only'satisfied that 
'I I have the an~ounce.ent of the backing of. the United states to 

appointment, but that Allbassadol' Kantor. I Dean has .re.ll y helped 
lie and helped the pt"ocess of the consensus in the- last period of" time, 
I lIean .with a very alctive role.. Ia. certain 'that without -- I lIean 
his active role, it would havebell'ne)Ctrellelv diff.lcult if-not 
i.possible for lie to reaC'~ the consensus of all the others contt'acting 
parties. So lilY gratitude is yer~ deep and very ~incere. 

I commit myself to be the director Qeneral of all the contracting 
parties. I lIean my alibition is to build Illy credibility on the fact 
that each one of the contracting partie$ of WTO will be .y strong 
supporters who will believe that defending the lnterestor the: 
organization I all defending the interest of each o~e of theil, I m.cm, 
and this has been the spirit i~ which I havealways:prllsented 11'1 
candidacy and my, I would say, eagerness to haveal$o the A.erican 
support. 

MORE 

I: 


. I 
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ORGAtHi:Io1TION DIRE.l;/Uti GENERAL CANDID~Tr.::: TOPIC. 11NNOUNCE.MI::NT OF 8UPPOf<T 
FOR THe APPOINTMENT OF 'RENATO tWGGIERU IU ~E DIRECTOR 111=" THE WTO 
,K-~1-03 p.g.~ 1 TUESDAY, MAr-eli ';:1, lS":J ' ; 

I' 
I, 
I Id,est=colllltl_ade, gett, wtu,.j» 1;1", inda, text 11 es I . 

rJat..=I 
. ' 

We naYQ talked of c:ourse ext~1I5i~elY ofllany i~sues. Find really 
. there hai been, I IIP __ n, this meeting of /lind. with Aliba5Sl!lduf' Kantor• 
. Find tIl15 I say,. I h..td siali lar experience in lIIany" IIAnyothet" contraeting 
pal"tioc, bffcaUGQ I alwa>'~ __'ecall you that LlJis is a; ~onsen$us e.)(erC15e 
and if ~here was not the ~~_e meeting of th~ ._inds .'th othe~ 
gove1'nlllents,1 IIOIIolAhJ never l"each 1 I "mean, or- aJlproa~h,the COI'I1;en&IUi.,, 

I . 

WhataDout'1 IlIean,fit"st .of all, Qltrtainly therew.,,, the 
que5tton of creating a 5trl.lctureOt' eOlipletin;g thp ct"eation of ··il 

drueture in Hut I"TO which wQuldbelean, 1;ff'cfil:1ent,;;anacredible. 
Credible 1 S Yl!ry t-aport'anf:, is "'.t"y .illlport.Ant beQause thi,s 
o~g.nization ~u~~ not~nly ~rQanil~ free tr-ade, thi~:nrgani2ation alGc 
&nfol"cQ the t"ule~ and thediseiplines .thal.; ,wehavl!! c6111l1l"tt·ed 1n the '. 
ur-uguay Round. SI] it. isillpor'tant that this looks c:red.ible to u.c:h 
unt.' uf the contra(:t1ngparti.es. Rnd so 1 t i ~ E!xh"sniel V illpoY'tantal ito 
·thatinthe handHng of -thi ~_qu• .,. Uun weare .sure that at the end al J. .' 
par-ties' are sat:is1fied., rtwill bee.)(treillely illlpot"t~nt:,then,tnif. 

,dhpute 5ettle.ent;body and the appellate body wi ll'reaUv bCl 
eff.l"c;1ient .and crecHbh to eYer.ybody.. . . '. I: 

~ ~ 

Thim 1n the clgenda tn.efirst, IwolJld say,p,...oble.to f.-c. i. the 
f.ull i.plellll!nt.tic)n,the full i.ph,untatton afall :the cO.lIitlllents . 
that havD b ••n ta~(.n. V.ou Gee,' if I go ·taIndia,as I did, well, whal. 
do they tell .lIIt?Rh, Plr.tiUug1er-o, well,if ona day' iyau wil1bocolI.e 
di rc-ci: or-general, w. 1I~.nItbe. Sur'tI' that, I ;IU!an, the,tIiUC't lles Ide 'of 
ttl@! IIl"'u!Juay Round hac to bo imple••ni:od etCAc1:1y ,uwe agreed. 
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d~st=CO.8trade,y.tt,w~o,ustr.~oragtusag 
data 

If I go to sOllun.,ll.:'r'e else, tMey wi,1l ,talk to 1119 abnllt the least 
develaping ooun~rie~ or a~o~t the net i.purting foods countries or 
aDout the agr1C:ultural cOllllli t.ent. Thi$ i-zthe nature, I, .ea:n, of our­
Ufe. And 50 lilY only tmgagellent is I comllit ,myself to iDplelllant .11 
of the ang.1lge••nt5 whiQh have been teken in toe UruguayRQUnCl, taking 
1n~o account. l meanfeveryth;n,g in the interest of': everybody_ 
Certainly, I lIean, it's extre."lyilBportant, "the tl"an'ip3t""II'f'lCY. 1 _eiln 
it's illlPortant that; wh(!nwe say thatl't" "_nta credlb19 lIutchanisll -­
for 1nstance, for d,ispute s .. tthll.n~, WQll,w" hlAve:sollethingthat 
people l,.,e that w" elf'@ making a job whIch is an objll't:'t; ve job, that 
"eopl@ ur:'Idol"si:.:and whatit'$ about. So I du not know hOW we can create 
theD.est possIble transpal""ttnr.-y. This would be: .:)lot in the hands 0" 
thecontr.etirig parties, as you know. 1 .ean ~ lot, -- the real .~ 
decision making pOwer i$ not in the hand~ gf,the dl~.ctor general. 1 
read that thIS is ane of the .ost i.portant job~ in the world. I 
cong,·.tuliitiit lIIyulF -- (laughter), --but really, ;when I go to Ge,nev.1l, 
I II1I'1ln' I hiive -- atldl talk to the C'ontr'aotingpart1es and the 
albassador, bel i"118 .111 J have not tho sa8e i.pression. They want 
i ••ediataly to bay, -Look, lOOk, well,you no~ cOlehel""e, ,but you ara 
servi6ing t~e oon~r~ct1ng pertie~ and yau are not 1.pos1ng at all or 

" eVCfn p'rop05ing S!)lletimec., I ••an, ...hat we ho1lve to do or not to do. II 

~Dut .•nywaYt in li.~f'.e there alwa~s 1:rtere is ab.... hnr.-e to rigt'!.1:,:..nd as my 
.j;}pl"'edece"aorc, all predecesso,4s., and not-obly the last one, Peter 
""~5utnerland, nau. It'Dwnu~ ~o.·eti •• 1i eyen if you ·havenot 'lItron" 

inlltitutlonal ,",OWIH' but you' nave. liIoral suaSions, yn~have the· 
posroibility to COlwince people where .thc goodlles tnen 'yallcan win 
just the saae and Ix~rt a lot of powor. I" 

. ThliPn thet'" cU'e the questions of Lhil' certalnl'y the new SIJDjects 
which is a very illport.ant one. A6 you know in the Uruguay Round at 
th~ end ther~ W41lloa 115t orco.ei teent s for what. could be the ilgendii. 
~nd ;0 for instanoe if you take a~riculture there 15 a co•• itment ~er, 
Clear that In the year ~£II00 we hava to begin again ne.., negotiations on 
ag,'lculture, on 5E~rYice liberalization, about. froll what is the 
CDllllitllent'on finllnc::i.:al servic.5, about the unfln1shfCl bU!iine5S, you 
have tne cOllllita'''lt to incrDAC:JII tho liberaliz4\tio.n bytheyee... ca0'" 

·and lIIan), other cOIII.lt.ent, gftoili nature. ' 
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I' 

dest=cCtIllIllLr'adfft gCltt. wtO. I..lstt', moroc, labor 
data .. 

50 LII. agenCiIe.1 SIIOrff OP .uss already h.;ls bIHm:.ag\"fu.d. I wO'-lld 
. iiily that the .ag~nda h.aa be.en iPlpr'uv~d and enla.rgedin Plarakkesh. In 

Marakkesh. I .ean, thpr-I! was a vory, very' iaportant ,agreement un ~he 

creation uf a cOIliDlitteeontraae and envir-onlient, wh,ich is one of tho 

mo~t .ssenti~lt essential field of d~tion of tne WTD becaus~ we have 

reaUy to str@ngtn~,; lIutuillly, I _e.an improve and st:rengttiffll,. Lh~ 


. relatiulI,.hipbetlll1een trade anCJ environllent. It:wilili bliP vitally 

i IIpol"'tant if wcr want to hevegrowLl. and -- I lIlean, ill' world in which we 

all can 1 i.ve. 


Ac $O.~ delog.ti~n~ heve p~upu~vd, ~ ·/lean. to have a 51.ilar 

structure for-the J'u"nnl ~1lI of labor standOl.rds. So, I.lIean, then: clt·w do 


lot of' ques Li ems which 1none wavoranothll'r have bllon agrll'od. We 11, 

tnis itO the agenda, this is theagemJd. And of ,cout"'.se now th.& probl~RI 


is how tD i.ple.ent this agenda; which co.e first, I Mean how Lu ~vsl 

with t.lth problell or that. prOblem. And ·this is certainly, I luan is 

notmv deCisdon-.ak.ingpower, wh.icl. I do not nave in ,thue f·ield$. 

But certainly it' 90 the field.; of' the .contracting parties.Bu.t 

certainly Wfl' helve to see,' nanCJSln hands, the I!Itructu",. of the 

(,.cr.t~riat ?)and tne contl'acting ..,carties.ttow we! will ll1prove. 

Wffll, I think that tnis has been .o~. n~ less ~15o a pi~ture of 

what we have discu.asod MAny tiMes, I ••8n in the past and in the 

pr-esent. ! think that this is More or lest; ahothe.picture of how 

the sit\latiOIl will .valve. Youtlave.y per~anal eng.ag" ••nt that I • 

wi 11 do IIV job with r-eall)' ,f1he ••)(illu. of object i Yl~y. And I'll a190 

very glad tD.l.eethat in this spir'it,I _.an, thel~e: has beltll.t I 

repeat, a big, a very co.ple~e I~eting of our mind&j b.tNGen 

~~basii.d~r Kant~r ~nd .ys.1F. 


I must conf@ss that we h~d a similar •••ting of our .ind& since 

th. fir"t aleeting in June Isst year in Paris.. Rnd always, .1 lIean, we 

have approaChed the prohlu with a vidon which hall . been always very 

.ucn tho sail., if ng~ the sale. 


P'lOR£ 

: l 

http:cout"'.se
http:RUGGIE.RO


· SENT BY:FNS 3-21-95 4:57PM ;Federal News ~ervlce~ 202 395 7226;# 7/12 

PRESS BRFG/USTR MICKEY KANTOR AND AMBASSADOR RENATO RUGGIERO, WORLD r~~DE 
IZATION DIRECTOR GENERAL'CANDIORTE TOPIC: ANNOUNCEMENT OF SUPPORT 

R THE APPOINTMENT OF RENATO RUGGIERO TO BE DIRECTOR OF THE ~TU 
-21-06 page* 1 TUESDAY, MARCH 21, 1~95 

dest=coamtrade,gatt,wto,ustr, qexico, fortr,envrmt· 
, ,data , 
i 

' 

So now I'. ready to answer to your,questions~ 

Yes? 

Q Will you share with us some ~f your tho~ghts as an 
economist and tell llS to what po,tnt has the Mexican, econo.ic erisis 
affected world trade, and also if you haye lipecific plans for the 
deYeloping countries Yis-'a-yis industrialized countries? Has the 
spectrum changed because of the Mexican crisis? 

AMB. RUGGIERO: Well, personally 5.peaking, I think that we haye 
to see the Me)(ican C'l"':i 5 i sin aperspect i ve of what :bappens and can 
happ~n in the growth pl"'oces50f a deyelopln~ country. I mean, no one 
can e)(pect that such a huge' andcol'lplluprocess, tile 'fact that now 
there are half of the population of th~.world entering int~ the market 
econolllY, which maansgoing frail absolute poverty irito, I lIIean, a 
growth pl"'ocess, well that all this will be --I ••an, will go on 

out problems, without crisis, ~ithout difficulties • 

.. ' _",,:~~<~;~i~~~~..;;:~·;;.~a:.~ ':. "~":~~::'\""~ .~,.~ ~ "i~~~~~~~':," '}..:::: \'::.:. 


So I don't think that we !Dust be oVer-pe.ssillist ie, as perhaps we 
have been in a certain tilDe oyer-optimistic about ~he pos.ibility ~hat 
this incredibl. and strong progressthathas....b.~n maqe. in many 
econollies in the developing wOr'ld would:go~ 1Ild~jinitely·wUhout any 
problems.' I think that we must have a much '-ore obj ect iYe and r'elaxed 
opinion. BlJt this is t.halllost important aspect of .the future of WTO, 
to crRata a structura which will really integrate the developing. 
country. into the world trade system. And I think that ~his is an 
episode, 'no lIore than that. \ 

Q Mr. Ruggi.rD~ did you reach a lIeeting o~ the mind$ with 
Ambassador Kantor about the role of labor and the .nviron8ent in the 
WTO? Is that par't of the ••eting of the lIind5? 

AMB. RUGGIERO: Well, "we reached an ag....ee.ent and the ,.eet ing of 
mind. on (all the 1) subjects, which does not .ean that we liee the 
question e)(actly in the s~.e way, but it .eans that certainly we 5ee 
the problem -- that there is no argullent that at the end has to be 
eMcluded froll tal~s and froll,the dialogue. 

MORE l· 
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de st=COlIIlIIl.r'Glde, Q!ltt, wto. ustr. meXICO, forb,', ~nvrlllt 
, dat;. 

We heve l.u ::lee how, ....,en, but certainly, T IIUI'an , Wei 'all agree that it 

wOl,\ldbe dif'fieult: to'!HU! ~ndt.o Itxclude at'gulunts WlilCh have been l""-"'iCH!d. 


Q Let 11ft askRlllbassaaor Kantort.o cOile in oi\t this IiOt ..gc. 

HMB. KANTOR: It.' s going vltry well. (Laughtew.) 

(j) 1 j u~t want 'to a.kyou, A.bas.sador, cl·ear'ry ,Mr. Huggi era 

loIas not the Unitedl:.;tat·es Fh-stchoic". 


,

AMI!. KANTOR. That', one of l.tlt~ ...orst kept secr,e:ts 


AMf'. RUGGIERO: (Laughs. ) 

HPlB. KANTOR I 

Q How worriltd H_ how wor'rivd, or were you eoncernedthat thE' .:arhiter 
Qf world trade disputes is going tobct a Europeen end may be ..wayed by 
[;;uropean powurs to put theh- interests above those of this he.i5ph~re? 

AMB. KANTOR: 101.' re fully aatisfhd with 

AMB. KANTOR, EKc:use .a. (Lee ?). I'll sorry. l' _sorry, Ren..to. 
, 

E.verycneheard the question7We're fully u,tisfhd thaJ, Mr. 

RugSiltro, UpOrl iu;su.ing the ,d1rector-:general ship, wi 11 operate in the 

be!&t tnt vrllst 5 of <eMpanding trade in open lIarkets,that he will 

U.plelllent fully thl!! Uruguay Round alc:c'ords. We had a.di~cU&iion QYIU' 


tnlt full ranyv ofi 5!lUQS that· concern noi: only the United States but 

thosii trading partl'1erS with who. we Nere dealing, anc:l there were a 

great ny_bel"" in th., last two ",,,.MS, and eac::h of th"re.jpullllllt~ Nas - ­

.ore than Si:ilti sfactory, he.l ped us build thh cons.nau... 'I think that 

tt-lo approaen tnai: r1r. Ruggictro· takes to these Quest ions. which ",as the 

crt tical e)(aminatil)n, i I; 'flJlly catic:faoi;oJ"Y to everyone inyollfed. 


Q Aabaisador Kant~,.., in tnete di$cl,\56ionl with Mr. ~uggiero 

ClOd wi th oth~r tracli ng partner.s. what is tho IIOtt iMportant a.suranc::~ 

that you recoiv.d i=rolll the U.s. perspective', 


AMB. KANTOR: Well, 5o.e of the a~su~anc95, of cOU~5e, yo~ see in 

the pross relc';\A~ itself end what hen beftn. said by IIIr. Ruggiero, 

earlier. which hav~ to do with i;erm and suc::c::el~iDn and cuup~ration, 


Hnich i:ilr'u fully -- he -- all -- Mr. Ruggiero has just: through a nUlilbet' 

of things, I eall t:hltllthe three A's -- the appellate bodY .. 

!lgr1culture. we al~o talk~d ~hout,acc.~sion. 


MORE 

: I 
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d'est-col1l1l1i:l-ede, gatt, 11ft u, ,_u, Lr', Fortr. Pj-'C. IHlrlJn 
dati!' 

We tAIJ..:ed e\bout tr-ansJ-Ion:m:y, as he was Quite art1cuiate in just 
Y"'eviewing, imd i\1I.0 we- t<illlll~d .about th. Merrakesl.- del..:lClrc.\t.ions. In 
all of those, we were quite detail~d in our di~~u~&ion$. And thi~ 
goes fOt" our tradingps,"Lliers as well as for Mr. i'<lJgg1 EH'O and between 
and allong all of' 1.1., and I thinlc that we'l·e fully s~t;b,ri~u with where 
wt are at this pOlnt. 

a Wh..t kind of as!:>Ul"anc:es did you receivl;t UII Lhose 15!iI.\eS YOll 
ralSed? 

~MB_ KANTOR:WeU t 1 C!t; In just let IU! uC --:~tlis is il 

contract organizatIon. Itop'H'~t.jI~by C'onjienliius. ~o onC!-- thi~ i.e .:l 

matter of leadership, IIUt. dictatorship. So IIIr. Ruggiero has a 
t"Iupor'l!;ibility, wlhieh we're fully sati~fied he can ca,.r·y oul.;, t·o 
proYiCle the kind ,Dr leadership that wi 11 lead r.a to Qonsensus on th4:H.e 
i.portent issue." 

Q But obill'iousJ.y these aSSour.anCes are i.pol"~ant to you. 
You've 'tre~sed -- (inauuible) -- speCific. 

AIIIB. KANlOR, ThRy're very 'important to u~, and we were vory 
ilpecific.:. And we',".: very 5at1s1"1ed. 

, ­

~MB.. KANTOR! Whioh ~lIbaGsadorwould you likclu~re'? 

Q Well, I hav~ d question for -­

RMB. RWGla;,Hll: Too lIIany. 

Q--both of ),ou, 50 for Ambassador Kcllltar' 1_­

Q -- w1H tnli' U.S.-Ulina talk.,; h"'!Jin in mid-April, ar; 'Iou 
lIant i oned after YC)ur retu"nfroll Be.i.j lng? 

Aud .y qU..stl.on for Mr. Ruggler'o is, what is yOUl" view on China' Ii 
aeees~ion to UTO? 

AHa. KANTOR, R. you know, we reaen'd an eight-paint aDt"~~.~n+' 
du.~ing the OOUI"'I.. of' th05c talks. It: W85 adv~.ull;:ed by the Chineillif 
negotiators that liid-Rpril woulrl be a·good point at whi~h to t"ejoin 
the5~ talk~ in Ge~*Vd. I hope we ean confirm ~hat as soon as 
p05sible. 

AMB. RUGGIERCI.; If.I I1IBY odu ,just a cD.lllllent on the QUe5tlOn tnat 
wasaslud to you ':lhnlJt my }'oli.bility .a~ -..!. Hltll,epA.rtfroll Lht! fact 

• 
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tbat I think it would be e~tre.ely~ e~tre.ely bad for me if I cDuld 
n~t have received full reliability from the American administration as 
froll .all the other contracting parties, but '1 will tell yo .., just one 
thing. In the European Co••unity, where we have 5'01U e~pei"'ience about 
nationality and i nterest$, as you know, I lIean,wha.t we do .geniH"all y, 
when we have to appoint, 1 mean, the lIember of the 'colluaission who 
deals with fishery policy, ~ho we ire cho~sing berore~ I mean, the 
vote ina region -- <inaudible), because certainly at that moment you 
have a man who has the gOOd knowledDe of ~he problem and certainly you 
have ~ man who has the ability to understand what are the general 
inierests that he has to serve And to 5erve the Be~eral intRrests. I 
mean~ if you want to haye a .an whci is really ~bj.~tive ~.garding 
Ell~opeanpol ici es, ~,ou haYe to choose a European· becau5e you are sure 
that at that 1II0llent he is obliged to be objective.;; But that' 5 just a 
comment. 

MORE 
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. d~st=co.mt~sde~g.tL,wto,ustr.fortr.prc 
data ' i' 

Now ~bol.lt Chi fica, I think tha"C tne problplII of ac:eeGsion, which we 

have riiscusupdwith Allbassadol" Hantor", i5 cfH'tainly one of the ilInc;t 

.important 1n our tuture. Why? FirGi:of illl because" if "'~ talk about 

'" Hor-ld ol&ganiz:atdulI, it is very rhtficult to im.agin,& that the worl.d 

organilfation itO .an orgoilniziltion in trcuJ~ without partner's like China, 

....hich is the 11th e)(port.r~ and the 11th 'illlporte," in th~ world. So 

praeticslly, I aeall, we need China_;: 


Ana then because cert..:ainly we haye to crea.te an or,yt.lIIization 

whieh prollotes frelit trade ,!lut pro.ote~ free trade in the frameworks of 

rulpc; and dicc:i.plinc:,:;. anda.n l!nfgrc~aw"t!iystel. So~ L mean. it i.; 

our interest .to have .as ....nya. pOlOsiblo trade pClrtner'.1t .illl.he same 

,=,ystell, that we play the galle i'n thesallIo way-


Thira, la'Stl:,ut nnt least, of eoul'"'sethe acce55iun is not Just 

e~tering, I .eon, 50.ewher, as you like it, but you have to have ~he 

right bal.anee of l"ights a.nd obligal;ions wluch have to be acceptpdin, 

I would say, the full spi ",i t of part.ioipation. 


MORE .-:: . 
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d~st=r.OIll"h"'.adi/, gatt, ""to, ustr, (ur·tr. prc,fOt'ag, ""lig 

data. 


So the p..~oblelll ifi not yes 0,' no. The Pt~Dblp.1I is also he,rc a. proble. 

of negotlation, (<liD that ';I) the in'tere.\; is yes; out certainly WCI havQ 

to be sur* Lhat Chtna, as anynne 91~e, Qnvon~ e151/, ~nd ,1 aeanit IS 

not the pt"'oble. of China, rl!'allv matce5 alttho appropriate commitMent!;> 

befot"'e 'entry in+.o the »vstelD. I think this 15 in the int"...... st of 

China evwn berot"'. the lntereat of I.JTO. 


SIAFF: Lpt's take ~ne more question, away? 

Cl 'Do YOUt ;in Yl.luf'coill81 tllent to ag...icultu.....e, actually a.an 

anythIng, gi VIII!"i th,at it' G.:llr~ ..dy bIni'll agreed that ag)"icul t:ul"'e wi 11 b. 


-' 	invol\il!:u in the next round oTRlultilatc:)"al negotiat.i.ulIs and tnat you 
would beCNpected illnyw~y t,g nave t'egula1" contacts ""ith the Ca.it'ns 
Group and that -- . . 

AMB. RUGGJERO~ It means that I will do .y best, because ev~n 


nere --don't fO ....gDt, .von here, I .e~n, I have not deci~ion-maklng 


power -- that 1 ~il1 do BY best that all the co•• iLaents tak~n for the 

palit, the p....esent ond t;ItEPfuture, in the Ut'uguayRound" ""in be fully' 

i.glemented and in good :f.:lith. Thh could appear eas'l; it is not 

easy. 


Thanw you. 

STnFF~ Thank yuu ver'lllucn. 

AMB. KANTOR: rhank you. 

E.ND 

I ' 
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AMBASSADOR MICHAEL KANTOR 

It is a pleasure to discuss with you President Clinton's trade policy; the principles that guide 
it; and the opportunities and responsibilities we face in the coming years. We plan to build 
on the historic acc()mplishments President Clinton has already made in- trade and to continue 
to move forward in the effort to open markets and expand trade. This is a critical part of the 
Clinton Administration's strategy to promote job creation and raise standards of living in the 
United States, fosll~r growth, and build global stability. As we loOk toward the future, our . 
policy will focus o:n three areas: implementation, enforcement, and expansion. 

In just over two ye~s, President Clinton and his administration advanced and then ensured 
the passage of the North American Free Trade Agreement; set our negotiations with Japan on 
a new course ,under the Framework Agreement; concluded and obtained approval of the 

, broadest trade agreement in history, the Uruguay Round; set the stage for trade expansion in 
Asia through the Asia Pacific Economic Cooperation forum witp the Bogor Declaration; and' 
announced creation of a Free Trade Area of the Americas by 2005 at the historic Summit of 
the Americas. We concluded the largest pr~urement agreement In history with the European 
Union, 14 agreements with Japan, and an agreement covering &0 percent of global 
shipbuilding. In addition, his Administration completed scores Of other bilateral trade 
agreements, including textile agreements. . 

President Clinton's trade policy is part of an economic strategy; to keep the American dream 
alive as we move into the 21st century. His Presidency is dedi~ted to policies which . 
. promote capital formation, foster growth, create jobs and raise :standards of living for 
working Americans. , .I 

His strategy reflects an' age that is marked by tremendous change, on the. threshold of a new 
century. The .end of the Cold War altered· political, strategic and economic equations of the 

. world. A new economy has emerged which offers both opportunities and challenges for 
ordinary working American families. 

President Clinton understandstliat future prosperity in the United States depends on our 
, ability to compete and wIn in the global. economy. He has based, his trade policy on three 

basic truths about the era in which we live. 

1)' Trade is increllSingly important to the U.S~ economy. 

Where our economy was once largely self contained, now we ru:e increasingly interdependent 
with the rest of the world. This change began decades ago, but has accelerated in retent 
years. Twenty-seven percent of our economy is now dependent on trade. 

. : ' 

This global economy 9ff~rs tremendous opportunities for Amencan workers. Over 1'1 million 
workers in this country owe their jobs to exports. These jobs pay higher wages, on average, 
than jobs not related to trade. Every billion dollars of exports supports 17,000 jobs. Clearly, 
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expanding trade is critical to our effort to create good, high-wage jobs. 

Trade is important to other economies around the world, not jus~ the United States, however., 
Over the last five years, global exports have increased 32 percent. GoOds, services, capital 
and infonnation now speed around the globe. 

The global economy will not disappear. We can not turn back the clock. :Ev!!n if we could, 
we must face the fact that the United States has a mature economy 'and we have only four 
percent of the world's population. Future opportunities for growth here at home lie in 
providing goods arld services to the other 96 percent. Given thi~ fact, opening markets, 
expanding trade and enforcing our trade agreements are more iIllportant than ever to 
fostering growth here athoine. ' 

2) Trade is increasingly central to our 'foreign policy. 

With the end of the Cold War, and the growing importance of trade to our economy, . 
economic concerns are now as evident in our foreign policy as,s'trategic, or political 
concerns. 

After World War n arid during the Cold War, the United States used trade policy as part of 
the strategy to help rebuild the economies of Europe and ·Japan and resist communist 
expansionism. We led the world in global efforts to dismantle trade barriers and create 
institutions that w(mld (oster global growth. 

During that period, we often opened our markeNo the productsiof the'world, without 
obtaining comparable commitments Jromothers. As the dominant economic power in the 
world, we could afford to do so. And as part of a strategy in th~ Cold War, we needed to do 
so. 

Despite the uneven commitments, the resulting expansion of trade fueled growth, stability 
and ultimately proved to be the winning card in the Cold War.' While ' these countries closed 
off their economies from domestic and international market-driven competition, and 
stagnated, the western world pursued the opposite strategy of qpening up their markets to 
increasing internal and external competition, and prospered.' 

But now we are no longer the sole dominant economic power in the world. We are the 
world's largest economy -- and largest trading nation -- but our 'economy, which represented 
40 percent of the world's output following World War II, now represents 20 percent. 
Europe and Japan rebuilt and became tough competitors. The, r1.¥wly industrialized nations, 
such as the so-called Asian Tigers, became increasingly productive, winning a share of our 
market, without opening theirs equally. 

Although we welcome the products, services and investment of other nations here in the 
United States, now we insist that the markets of our trading partners be open to the products, 
services and inveStment of the United States. We will no longer tolerate "free riders!! in the 
global trading system: We insist on reciprocity in our trade agreements. This is a critical 
change in the way we view both trade policy, and foreign policy. 
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· In addition, it is critical to fostering global stability that we expand economic ties· with other 
countries. Nations around the globe have found the best road to prosperity is through opening 
your markets and trading with the world. Those economic reforms, in tum, have helped 

. support the remarkable transitions to democracy we have witnessed in recent years and have' 
helped build the middle class in those countries. Fostering growth in other cOuntries is still in 
our interest, then,l~use as the middle class grows,stability increases, as does their ability 
to buy our goods and services. 

The road to prosperity is not always smooth. Sometimes our trading partners will have 
economic problems and we must remember that the success of our economy is inextricably 
linked to the economies of other nations. Some would have us follow the ostrich approach: if 
we just stick oUf heads in the sand, the problems of other nations will simply go away. But 
history has shown Cqtting ourselves off from the world is a sure forrimla toward a less . 
successful and prosperous country. ; : 

3) Our nation's' economic 'strength begins at home. 

Trade negotiations and trade agreements open new opportunities for American workers and 

fIrms. All of us, itt tum, must accept the responsibility to make the most of those 


· opportunities. And government-- at the local, state, and federal level -- must work as a· 
partner with 'the Alnerican people to give them the tools to prosper in the new economy. 
Getting our own domestic policies in order has taken on a new urgency as we compete in the 
global economy. 

i . 

American workers compete against highly' educated, high-wage 'workers in other countries as 
well as low-skill, low-wage workers. We must make sure everyone achieves their full 
potential. . 

'President Clinton has embarked on a course that would give Americans the tools to succeed 
in the new economy. He enacted the largest defIcit reduction package in history; placed a 
down-payment on America's future by investing in education; and began a bold effort to 
make government leaner 'and more responsive to the needs of American families. Pursuit of 
this economic strategy continues with the Middle Class Bill of Rights, welfare reform, defIcit 
reduction, and the second wave of the reinventing government effort. 

A Steadfast Trad.~ Policy 

President Clinton set out his trade policy in a seriesofspeeche~ during the campaign and the 
early days of his presidency. At Georgetown University on November 20, 1991, he fIrst laid 
out his strategy for competing and prospering in the new economy. Later, at North Carolina 
State University on October 4, 1992, he proclaimed his support for the North American Free 
Trade Agreement, and argued that it was strongly in the interest ,of American workers and 
fIrms. Shortly after taking offIce, he spoke at American University, and laid out his trade 
agenda for his Adininistration and said "In the face of all the pressures to do the reverse, we 

· must compete, not retreat. II 

President Clinton has followed through on this policy with resolute consistency. In the 
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process he has reasserted American leadership in the global economy and opened doors of 
opportunity that have led and will continue to lead to the creation of jobs. Despite the. 
temptation to tum inward and cut ourselves off from the world, the United States has 
renewed its commitment to remain engaged in the world 'and continue the U.S. leadership 
role in the global economy. 

1995 Trade Agenclla 

Our trade agenda ii, now entering a: new phase. We must .get down to the hard work of 

reaping the benefit.~ of those trade agreements that we have negotiated over the past two 


. years for the good of U.S. workers and companies. This is no~me to rest on our laurels. 


I characterize our trade agenda for the foreseeable future with t~tee words: implementation, 
enforcement, and expansion. ' 

Implementation 

Our trade agreements are mere pieces of paper unless we pursue, their dictates in a vigorous 
manner. t' 

Our first priority is to implement the Uruguay Round, and begin building a World Trade 
Organization that vvorks as conceived, with discipline, by consen'sus, with all countries living 
up to their commitments. ' . 

The Uruguay Round is a single undertaking. Before the Uruguay Round, betwdn 27 to 45 
countries were signatories to the five codes in the General Agreement on Tariffs and Trade. 
Countries could pick and choose -which agreements to sign. Not:l-signatori~ were allowed to 
enjoy he benefits OIf more :open markets without corresponding responsibilities. It was a 
classic free rider system. 

Under the Uruguay Round, we insisted that all 123 countries that signed the agreement, 
signed all five codes. Now, everyone will, in a comparatively short time, play by the same 
rules. This includes the developing countries, where potential growth is so great, who are 
now all bound to international trade rules for the first time. Our policy is to build this kind 
of mutuat responsibility into all of ~ur trade agreements. : • . 

Implementation of the Round will further open markets to U.S. exports of goods and services 
in a number of ways. Foreign tariffs on industrial products wil~ fall by more than one-third 
and non-tariff barriers will be significantly reduced or eliminated. For the frrst time, trade 
rules will extend to agriculture and services. New rules will protect intellectual property 
rights, strengthening key U.S. industries. 

It is critical that we complete successfully the unfinished business of the Uruguay Round in 
I 

the services sectors. Negotiations were extended in four areas: financial services, temporary 
entry of people, basic telecommunications, and maritime. The negotiations on financial 
services will conclude in June, and we must have improved market access for our banks, 
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insurance companies, and securities firms from a number of key countries by that time. 

We will also continue to implement the North American Free Trade Agreement. Mexico's 
recent economic troubles has not lessened our commitment to the NAFTA. In fact, it has 
reinforced the imJl(>rtance of the agreement. Mexico's economic partnership with the United 
States is critical to their recovery and our own future prospects for job creation. Chile's 
accession to NAFTA is a high priority for us. We will launch pegotiations with Chile'by 
May of this year. . . 

Finally, it is important to note that increasing interdependence ~mong nations requires all of 
us accept new responsibilities, which means we must begin to address internal domestic 
policies which dis10rt or inhibit trade, including a nation's actions -- or inactions -- regarding 
anticompetitivebusiness practices, lack of transparency, corrup~ 'practices such as bribery, 
and adherence toenviroomental or internatio.nally recognized labor standards. We began to 
address these issues in the NAFfA and we will Continue to, do :so. ; 

An area of great concern to this Administration is the lack of o~nness in multilateral 
proceedings. International institutions are closed to outside observers. This must change. 
Because trade is increasingly important to the livelihoods, not j'!lst ofAmericans, but people 
around the world, we simply can no longer tolerate such a closed system. The credibility of 
the global trading system depends on greater pUQlic access to, ~d Co~fidence in, that system. 

Enforcement· 

During the Cold War, the United States oft~fli06k~:th:g:'6therway~h~ri~c~tiritnes did not 
live up to their trade commitments, as a strategic necessity. That has changed. Now both 

. sides must play on a level playing field. To r~p .the opm:u::tunities .in the .global marketplace, 
all countries must accept the responsibility to'open their market~; 

Enforcement of both international trade agreements and U.S. trade laws underpins our entire 
apprpach to trade. Since we are the world's largest trading nation, it is in our interest to 
strengthen the rule of law and institutions. We have made it clear that promises are worth 
nothing without effective rules, dispute settlement procedures, and remedies. . , , 

We will closely m(mitor the agreements we have reached, as w~ll as those negotiated in 
previous administrations; to ensure that other countries live up ~o their commitments. Of 
course, if a country is hot living up to its WTO obligations, our first course will be through 
the strengthened dispute settlement process in the wrO. However, we will continue to use 
every tool in our disposal' -- 301, Super 301, Special 301, Title VII, GSP, the 
Telecommunications Trade Act, or, WTO accession -- to open m¥ketsaround the globe. 

I have frequently been amused by the reaction that is triggered when the United States 
initiates an action a.galnst another country using our trade laws. ~Cries of "trade wars" and 
"protectionism" go up. Well, we are protecting U.S. workers and interests, but by using our 
position as the world's largest market to open foreign markets. ~ome people seem to think 
that signing an agn~ment is enough. I don't.· ' 
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. Our willingness to use our trade laws has contributed to many of our successes. For 
example, our receJlt agreement with China epitomizes this strategy. 

China. Two weeks ago I travelled to China to sign an historic agreement, which will provide 
for both immediate and longer term improvements in .enforcement of intellectual property 
rights (IPR) and provide U.S. companies greater access to the Chinese market. The 
agreement came after pressure following an investigation under, ~he Special 301 provision of 
the 1974 Trade Act. While in China, I also signed an historic space launch agreement, and 
we reached an "eight point accord" that is a road map for our work to resolve·differences 

\ 

over market access, services, agriculture, and Chma's accession to the WTO. 

Underlying these agreements is a much more fundamental con~pt -- the rule of law. 
Respect for the rule of law not only results in a more efficient eConomy and trade regime, 
but also leads to a better society. Enforcing the law -- for example, cracking down on 
copyright pirates,leliminatingunfair trade practices, halting textile transshipments -- helps 
both our ecOnomie:sgrow. Respect for the law is also contagious. It improves human rights 

. and creates a more open society. This has proved to be the case throughout East Asia. 
China will be an important focus of our trade efforts in the coming months as we work to 
develop reciprocity in our trading,relationship. 

Japan. Our enfon:ement'strategy also underpins our policy towards Japan. Over several 

decades, the United States has tried many different approaches to deal with the unique 

structural and cultural obstacles to market access in Japan. Difficulties faced by U.S. firms 

stem from trade b.miers that are a combination of government and private industry 

exclusionary practices and a myriad of non-transparent, unpublished rules and regulations, 

known as "administrative guidance." 


The cornerstone of the Clinton Administration's trade policy toward Jap3.ll is the Framework, 
which represents a. practical, market..:based, "results-oriented" approach to dealing with these 
non-market barriets. In 1994, we reached significant agreements under the Framework in 
such areas as telecommunications,. flat glass and insurance. We'now have begun to monitor 
closely Japanese iInplementation of these agreements. I 

In addition, we continue to press the Japanese government to take bold action to fiee up 
over-regulated sectors of the Japanese economy. These complex regulations constrain the 
country's economic growth, hurt Japanese consumers and imped~ foreign access to the 
Japanese market. Vve have been disappointed thus Jar with the lack. of substance and detail in 
the draft deregulation plans issued so far and will look for further progress in Japan's 
planned announcelnent of a five-year deregulation plan on March 31. 

A high priority area for our trade relationship with Japan is the automotive and auto parts 
sector. Trade in this sector constitutes approximately 60 percenrof the U.S. bilateral deficit 
with Japan, .and 22 percent of our total trade deficit. Discussidris with Japan have focused on 
three major areas: access to Japan's motor vehicle market, auto parts purchases in Japan and 
in the United States by Japanese motor vehicle makers, and deregulation of the Japanese auto 
parts "aftermarket." After eighteen months of negotiations under the Framework, there has 
been virtually no progress in the automotive area. In addition" on October 1, 1994, we 
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initiated a, Section 301 investigation of Japan's virtually closed market for replacement auto 
parts. 

In the last 25 year:~, Japan has exported 40 million cars to the United States. During the same 
period, the United States has shipped 400,000 cars to Japan. T~is imbalance must be 
addressed'. 

Intellectual Property Rights.' Intellectual property protection has been a significant feature 
of our trade policy. Piracy of intellectual property is a problem in numerous countries around 
the world. One study estimated that we lose over $40 billion a year in exports as a result of 
piracy. 

Negotiating strong IP agreements and enforcing them has taken: on new urgency because of 
the increased importance of our intellectual property industries ~o our national 
competitiveness. Our copyright-based industries are growing at twice the annual rate of the 
economy and, employing new workers at almost three times the:annual rate of the economy as ' 
,a whole. 

Weare particularly concerned about continuing problems in Brazil, Argentina, and Turkey, 

and new problems' in Singapore, especiaily regarding product patent protection of ' 

pharmaceuticals. We look for these countries to make significant improvements if they wish 


. to avoid a major trade confrontation with us. ' ' . 

Expansion 
I : 

The other area of focus in the coming months is expansion, that :is, to bllild on the trade 

agreements we have reached so far, and to open markets further and expand trade. In , 

particular, we will pursue the process started by the Bogor Declaration, the commitment 

made in Indonesia to eliminate barriers to trade and investment:in Asia, as well as the Free 

Trade Area of the Americas. ' 


G-7. Last year in Naples, the President challenged his colleagues to begin thinking ~bout 
how the G..,7 could continue to demonstrate leadership by pursuing further initiatives to open 
markets. Clearly" with the successful conclusion of the Urugu~y Round, we enter a new 
phase in our trade relations. As the largest economies in the world, the G-7 countries have a 
responsibility to stay at the forefront of trade expansion. In the:time leading up to the next 
Summit in Halifax, we will, have oppoItl,lnities to pursue specific initiatives as well as to 
begin to plot a course for a newWTO agenda. ' 

First, I will be meeting with the trade ministers of the Quad -- Canada, Japan, and the 

European Union -- in early May where I expect that we will review developments inthe 

on-going negotiations on, services, inc1udiIlg financial services which has a deadline of June 

30, and basic telecommunications services which must be energized if we are to reach 

agreements by Aplil 1996. Additionally, we shall explore further cooperation in 

implementing the Uruguay Round agreements, for example, moving forward in key areas 

such as transparency and dispute settlement, and the prospects fot cooperation in the 

standards area. 
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I expect that OECD Ministers in May will endorse negotiations on a multilateral investment 
agreement. The United States supports these titlks. Negotiations will be tough, but we all 
know that trade follows investment and this will be an important issue over the next several 
years. 

Europe. The European Union is a huge market for U.S. products. Our exports to Europe' 
already exceed $100 billion a year. The Uruguay Round gr~tlyreduced trade barriers 
between the United States and Europe, but there is still much lTlore that could be done to 
increase Transatlalltic trade. The Administration is studying a number of options for the 
U.S.-European trade relationship. 

We will also continue to be actively engaged with the countries of Central Europe and the 
newly independent states of the former Soviet Union as they make the transition to market 
. economies. Our goal is to assist these economies' full entry into the world trading system on 
commercial terms. In addition to their strategic importance to the United States, there fs 
great long-term p<,tential for U.S. trade and investment in the region. 

Latin America alld Asia. Our trading partners in Europe and Japan, of course, remain 
critically important. But future opp<lrtunities for growth and new job creation lie in Latin 
America and Asia. : : 

These regions will become the number one and two export markets for the United States by 
the year 2010. As a result of efforts to reform their economies and embrace democracy, 
countries in these regions are exploding with growth and trade with the United States. 

The Asia Pacific region has the fastest gro,wth in the world -- three times the rate of the 
established indusoial countries. Over the past three decades, Asia's.shareof the world's GDP 
has grown from 8 percent to more than 25 percent. By the year2000, the 'East Asian 
economies will fom the largest market in the world, surpassing, Western Europe and North 
America. t' 

This growth has k:d to an explosion of trade with the United States. 'East Asia is the number 
one export market for U.S. products. US merchandise exports ~to Asia have grown nearly 60 
percent over the last five years., U.S .. trans-Pacific trade was 50 percent more than our trans­
Atlantic trade in 1992. Our exports to Asia account for over 2 miilion jobS in the United 
States. One projection shows that Asia, excluding Japan, will be our largest export market by 
the year 2010, amounting to $248 billion. ' 

Latin America is the second fastest growing economic region. U.S. exports to Latin America 
jumped from $30 billion in the mid-1980s to over $90 billion in 1994, creating over 600,000 
new U.S. jobs. U.S. exports to Latin America now approximate our exports to the European 
Union, and, if trends continue, may reach $232 billion by 2010; greater than our combined 

. I, 

exports to the E.U. and Japan ($216 billion). Latin Americans,spend 40 cents of everydollar 
spent on trade on U.S. goods. We supply over 70 percent of soine countries' imports and 
often three to four times as much as a country's next largest trading partner. 

We have a historic opportunity. People in these developing nations in Latin America and 
. . 
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Asia are in need of everything from capital goods, hospital equipment, computers to 
consumer goods. Furthermore, we can lock in economic and political reforms in developing' 
countries and the former communist world through trade agreements. 

That's why we are moving forward ,with the commitments we m~de to expand trade in 
Indonesia with the Bogor Declaration and in Miami with the Free Trade Area of the 
Americas. 

i', I 

Development of a Central position' for the United States in evolving trade arrangements in 
these regions will be critical to our economic future and to our' broader security interests. 

APEC. APEC is the regional centerpiece of our efforts to open markets, expand trade"and 
ensure the future of our economic ,cooperation with the Asia Pacific region. Six years ago, 
when APEC was established it was generally viewed as a forum:for consultation and 
cooperation on economic issues. Now, because of President Clinton's leadership in Seattle 
in November of 1993, and President Soeharto's leadership in BOgor, Indonesia last 
November, we have focused APEC's central objectives on one common goal: the 
achievement of free and open trade and investment in the Asia Pacific region by no later than 
2020., "Industriali:zed" countries have agreed to strive to implement liberalization by 2010. 
This goal will involve promotion of business facilitation steps, economic cooperation and 
technical assistanc.:~ as well as traditional liberalization which buij,ds upon and "broadens and 
deepens" Uruguay Round outcomes within the region. ' 

The first post-Summit meeting of APEC senior officials was held several weeks ago in 
Fukuoka, Japan, initiating the APEC trade process under Japan's chairmanship. Although 
much work remains to be done, we believe the APEC trade pr<X;ess is off to a good start this 
year'in developing a concrete, credible and comprehensive action plan to implement the 
Bogor mandate. This plan must be completed for approval by l~ders at their next meeting 
to be held in Osaka this coming November. InadditiQn, officials are working on some short 
term results, such as simplification of customs and standards pr~sses, improvements in 
telecommunications arid transportation infrastructure, which will add momentum to the APEC 
process and be of immediate benefit to businesses. 

APEC members account for over 40 percent of the world's pop~lation, over 40 percent of 
world trade,' and about 50 percent of the world's output of goods and services. Our efforts, to 
expand trade with this region are critical to future growth and job creation in the United 
States. 

FfAA. Latin America is the other key area of focus' for trade expansion through the FTAA. 

In June, the trade rnin'isters of the region will meet in Denver to adopt specific 
recommendations for both immediate action and long-term work towards the FTAA. Chile's 
accession to the NAFT A will be a first strategic step in creating the FTAA. This is a long 
road. But we must remain focused and move forward with determination and optimism. We 
intend to press the attention of the hemisphere on making concr~~e progress over the next 
year and beyond. I 
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The Latin Americans are not waiting for us. Neither are our trading partners outside the 
hemisphere. Latin America is in the process of integrating now. Nearly every country in the 
region is part of at least one major subregional trade agreement. There are five major sub­
regional trading airrangements in Latin America, of which the N,AFfA is only one. All are 
different in nature and scope, but they share a goal of reducing ~de barriers and opening 
markets. The European Union and the Southern Common Market have agreed to negotiate a 

. reciprocal trade a~~reement. 

We want to make sure this integration occurs on terms that are in our best interest. That 
means eventually a .common set of trading rules for the whole hemisphere, based on high 
standards of opemless to match our own, not amaze of agree~ents that complicate, instead 
of enhance, commercial relationships. 

Conclusion 

President Clinton has based his Administration on a clear conc~pt: to do everything possible 
to raise standards of living and improve the lives of workirig Americans as they compete in 
the new economy. That's why he is for the .Middle Class Bill of Rights, is working to cut 
government and n'lake it work better, is fighting crime, and is working to improve our 
educational system. And that is why he has fought -- and will continue to fight -- to open 
markets and expand trade, because it will foster new opportunities for working Americans, 
create jobs and raise standards of living. 

The President put it best in a speech last Novernber:;_~'Th~~s~nter~the:h~qL<;>Jlre<A)~omic . 
• ' • ".' ," :"',' :, .;.\.~,.",.:~.•~ ..:..7\\~"t~ :.';:·'·""I'~':·""':~"':'.;"': :' ,: :,:' rl.: .• ,,:. -"_. ' •

pollcy must be an unbreakable lmk between what we do to o~n the global marketplace and 
what we do to empower American workers to deal with that marketplace." . , 

Americans need not hide behind their fears, but ~tisfb()ldly b~ild ~ new~guntTy of peace, 
growing prosperity , and economic security. . 

Thank you very much. I will be happy now to take questions. . 

: I 

, . 
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- ,
Mr. Chairman, it isa plea'sure to appear here today to discuss 
with you President Clinton's trade policy ~nd the principles that 
guide it. We recently released the USTR Annual Report, which 
outlines our accomplishments for last year; 'and bur challenges 
for this year. Last Friday we released the'National Trade 
Estimates report, which-details barriers to'D.S. exports. So it 
is particularly approp~iate to discuss the'opportunities and 
responsibilitiesw~ face in the coming ~ears. 

In just over two years, President Clinton and his administration, 
with biparti!,3ansupportin Congress, advanced and then 'ensured 
the,passage of the North American Free Trade Agreement; set our 
negotiations with Japan on a new course unc;ler the Framework 
Agreement; concluded and obtained approval of the broadest trade, 
agreement in history, th~ Uruguay Round; ,set the st~ge for trade 
expansion in Asia through the, Asia Pacific:Economic Cooperation 
forum with the Bogor.Declaration; and anno\.i.nced creation of a 
Free Trade, Area of the Americas by 2005 at 'the historic :Summit of 
the Americas. We'concluded the 'largest procurement agreement in 
history with the European Union, 14 agreements with Japan, and an 
agreement covering 80 percent 6f global shipbuilding: In,_ ' 
addition, his Administration completed scores of other bilateral 
trade agreerhents, including textile agreements. 

'President Clinton's trade policy is part of an economic strat'egy 
to keep the American dream alive as we move into the 21st. ' 
century. His Presidency is dedicated to policies which' promote' 
capital forfllation, foster growth, create jobs and raise standards 
of living fOr working Americans. ' , 

His strategy're'flects an age that is marked, by tremendous change, 
on the thre!3hold of a new century." The end, of the Cold War 
altered political, strategic and economic ~quations of the world. 
A new economy has 'emerged which offers both opportunities and 
challenges for ordinary working American families. 

Presiderit Clinton uriderstands that future prosperity in the 

United StatE:s depends on our ability to compete and win in the 

global economy. He has based his trade policy on three basic 

truths about the era in which we live. ' 


1) Trade is increasingly important to the U.S. economy. 

Where our eConomy was once largely self cont.ained, now we are 

increasingly interdependent with the rest of the world. This 

change began decades ago, but has accelerated in recent years. 

The value of U.S. trade is now equal to 28 ~ercent of the U.S. 

economy. 
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This global economy offers tremendous oppor:tunities for American 
workers. Over 11 million workers in this country owe their jobs 
to exports. These jobs pay higher wages r on average, than jobs 
not related to trade. Every billion dollars; ,of exports supports 
17, 000 jobs. Clearly, expanding trade is cr;itical to' our effort 
to create good, high-wage jobs. 

"Trade is important to other economies aroun'd the world, not just 
the United States, however. Over the last f'ive years, global ' 
exports have increased 32 percent. Goods, s'ervices, capital and 
information now speed around the globe. 

The global economy will not disappear. We can not turn back the 
clock. Even if we could, we must face the fact that the United 
States has a mature economy and we have only four percent of the 
world's 'population. Future opportuni ties fo'r growth here at' home' 

, will depend in part on providing goods and s,ervices to the other 
96 percent. Given this fact, opening markets, expanding trade 
and enforcing our trade, agreements are important to fostering 
growth here at home. 

! ' 

2) Trade is increasingly central to our for:eign policy. 

With the end oithe Cold War, and the growing importance of trade 
to our economy, .economic concerns are now as evident in our 
foreign policy as strategic, or political concerns. 

After World War II and during the Cold War, .the United States 
used trade policy as part of the strategy to help rebuild the 
economies of Europe and. Japan and resist communist expansionism. 
We led the world in global efforts to dismantle trade ba~riers 

. and create institutions that would foster global growth; 
! 

During that period, we often opened our market to the products of 
the world without obtaining comparabie comml.tments from others: 
As the dominant economic' power in the world,: we could afford to 
do so. And as part of a'strategy in the CoJ.,d War, we needed to do 
so. 

Despite the uneven commitments, the resul.tirig expansion of trade 
fueled rapid western growth, which ultimate:ly proved to be the 
winning card in' the Cold War. While these, :then communist 
countries, closed. off their economies from ~omestic and 
international market-driven competition, and stagnated, the 
western world pursued the opposite strategy: .of opening up their 
markets to increC;lsing internal and external 'competition, and 
prospered. ' 

. I 
But now we-~re rto longer the sole dominant ~conomicpower in the' 
world. We are the world's largest economy -- and largest trading 
nation - - but our economy, which represented, 40 percent. of the 
world's output following World War II, now ~epresents 20 percent: 
Europe and Japan rebuilt and became tough c'ompetitors. The newly 
industrialized nations,,' such as th~ so-callE1d Asian Tigers,

I, 
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became increasingly productive r winning a sll,are of our market, 
without opening ,theirs eqUally. 

Although 'we welcome the products, services. and investment of 
other nations here in the UnitedStates r now we insist that the. 
markets of our trading partners be open to ~t'he products servicesr 

and investment of the United States. We wil~ no longer tolerat~' , 
"free riders" iIi the global trading system.:· We insist on 
r~ciprocity in our trade agreements. This isa ·critical change in 
the way we view both trade policy and foreign policy. 

In addition r it is critical to fostering global stability that we 
expand economic ties with'other countries. Nations around the 
globe have found the best road to prosperity is through qpening 
markets and trading with the world. Those economic reforms, in 

"turn r have help'ed support the remarkable transitions' to democracy 
we have witnessed in recent years and have helped build the 
middle class in those countries. Fostering growth in other 
countries is still in our interest, because. as the middle class' 
grows, stability increases, as does their ability to buy our 
goods and services .. 

~he road to prosperity is not always smooth. Sometimes our 
trading partners will have economic problems and we must remember 
that the'success of our economy is· inextricably linked to the 
economies of other nations. Some w6uld have us follow the ostrich 
approach: if we just st'ickour heads in the~ :sandrthe problems of 
other nations will simply go away. But histdry has shown cutting 
ourselves off from the world is a sure formula toward a less 
successful and prosperous country. 

3} Our nation's economic strength begins at: home .. 

trade negotiations and trade agreements ope~ new opportuniti~s 
for American workers and firms. All of uS r :tn turn,' must accept 
the responsibility to make the most of thos'e opportunities. And 
government -- at the local, state, and fede~al level --must .work 
as a partner with the American people to gi~e them the tools to 
prosper in the new economy. Getting our own· domestic policies in 
order has taken on a new urgency as we compete in the global ' 
economy. ,, . . 

American workers compete against highly educated, high-wage 
workers in other countries as well as low skill, low-wage 
workers. We must make sure eve+:yone achieves their full 
potential. : ' 

I 

I ' 


President Clinton has embarked on a course 'that would give 
Americans the tools to succeed in the new economy. He enacted the 
largest deficit reduction package in'history; placed a down-. 
payment on America's future ho/ investing in education; and began 
a bold effort to make government leaner and ,more responsive to 
the needs of American families. Pursuit of this economic strategy 
continues with the Middle Class Bill of Rig~ts, welfare reform, 

I. 
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deficit reduction, and the secoild wave of the reinventing 
government effort. : ' 

A Steadfast Trade Policy 
, , 

President Clinton set out his trade policy 
; 

in a series of 
speeches during the campaign and the early days of his 
presidency. At Georgetown University on Nov:ember 20, 1991, he , 
first laid,out his strategy for competing and prospering in the 
new economy~ Later, at::. North Carolina State :University on October 
4, 1992, he proclaimed his support for the North American Free 
Trade Agreerrlent, and argued that it was strongly in the interest 
of American workers and firms. Shortly afte'i taking office, he 
spoke at AmE!rican University, and laid out :riis trade agenda for 
his Administration and 'said "In the face of; ,all the pressures to 
do the rever'se, we must compete, not retrea't." 

President Clinton ,has followed through on this policy with 
resolute consistency. In the process' he has: reasserted American 
leadership,in the global economy and opened'doors of opportunity 
that have led and will continue to lead to ,the creation of jobs. 
Despite, the temptation to turn inward ,and c)lt ourselves off from 
the world, the United States has renewed its commitment to remain 
engaged in the world and continue ,the U.S. leadership role in the 
global economy. 

1995 Trade A.genda ' 

Our trade agenda is now entering a new phase. We must get down to 
the hard work of 'reaping the benefits of tho.se trade agreements 
that we have negotiated over the past two years for the good of 
U.S . workers and companies. This is no time; 'tores~ on our 
laurels. 

I characterize our trad~ agenda for the foreseeable future with 
three words: implementation, enforcement, and expansion. 

Implementation 

our trade agreements are mere pieces of paper unless we pursue 
their dictates in a vigorous manner. 

Our first priority is to implement the Urug~ay Round, and begin 
building a World Trade Organization that works as conceived, with 
discipline, by consensus, with all countries living ~p to their 
commitments. 

The' Uruguay Round is a single undertaking,~ Before the Uruguay 
Round, between 27 to 45' countries were sign~tories to the five 
codes in the General Agreement\on Tariffs and Trade. Countries 
could pick and choose which agreements to s'ign. Non-signatories 
were allowed to enjoy he benefits of more open markets without 
corresponding responsibilities. It was a cla.ssic free rider 
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system. 

Under the U~lguay Round, we insisted that all 123 countries that 
signed the a9reement, sign all five codes, as well as the other 
multilateral agreements. Now, everyone will~ in a comparatively 
short time, play by the same rules. This includes the developing 
countries t where potential growth is so great, who are now all 
bound to international ·trade rules for the first time. Our policy 
is,to build this kind of mutual responsibility into all of our 
trade agreements. . 

Implementation of the Round will further open markets to U.S. 
exports of goods and services in a number of ways. Foreign 
tariffs on iI'ldustrial products will fall by' t'norethan one-third 
and non-tariff barriers 'will be significantly reduced or 
eliminated. For the first time~ trade'rules,will extend to 
agriculture and services. New rules will protect intellectual 
property rights, strengthening key U.S. !ndustries. 

, 
It is critical that we complete,8uccessfullythe unfinished 

,business of the Uruguay Round in' the services sectors. , 
Negotiations were extended in four areas: financialservices t 
temporary entry of people, basic telecommunications t and 
maritime. ThE! negotiations on financial services will conclude in 
June,and we must have improved market access for our banks, 
insurance cOITlpanies, and securities firms from a number of key 
countries by that time':"_ 

.". '>,.:~t..~;;. '/"~;.';-~':::'" . ~ - . 

We will continue to implement theNorthAme~ican Free Trade 
Agreement. Mexico's economic partnership with the United States 
is critical to their recovery aJ:ici.O..urown. future 'prospects for 
job creation. Chile's accession-to'NAFTAis .a high_priority for 

·us. We will launch negotiations with Chile~y: May of this year. 

Finally, it is important to note that increasing interdependence 
among nations requires all of us t9 accept new responsibilities t 
which means we must begin to address internal domestic policies 
that distort or inhibit trade, inc,Juding,a nationts actions -- or. 
inactions -- regarding anticompetitive business practices, lack 
of transparency, corrupt practices such as briberYI environmental 
policies and internationally recognized labor standards. We began 
to address these issues in the NAFTA and we will continue to do 
so. : ' 

An area of great concern to this Administration is the lack of 
openness in multilateral proceedings. International institutions 
are closed to outside observers. This must c~ange. Because trade 
is increasingly important to the livelihoods', not just of ' 
Americans, but people around the world t we simply can no longer 
tolerate such a closed system.\The credibility cif the global 
trading system depends on greater public access to, and 
confidence in t that system. . 

; , 

Enforcement 
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During the Cold War, the United States often looked the other'way 
when countries did not live up to their trade com~itments, as a 
strategic necessity. That has changed. Now all sides must play on 
a ,level playing field. To reap the opporturiities in the global 
marketplace, all countries must accept the responsibility to open 
their markets. 

Enforcement of both international trade agr,eements and U. S. trade 
laws underpins our entire approach to trade. Since we are the 
world's largest trading nation, it is in o~r interest to 
strengthen the ,rule of law and institutions. We have made it 
clear that promises are worth nothing witho~teffective rules, 
dispute settlement procedures, and remedies:.; 

We will closely 'monitor the agreements we haye reached, as well 
as those negotiated in previous administrat~ons, to ensure that 
other countries live up to their commitments. Of course, if a 
couritry is, not living up to its WTO,obligations, our first course 
will be through the strengthened dispute set~lement process in 
the WTO. However, we will continue to use every tool in our 
disposal -- 301, Super 301, Special 301, Title VII, GSP, the 
Telecommunications Trade Act, or WTO accession -to open markets 
around the globe. 

I have freqUE:mtly been amused by the reaction that is triggered 
when the United States ,initiates an action against another . 
country usin~J our trade ,laws. Cries of If trade wars" and ... 
ltprotectionit3m" go up. Well, we are protecting U. S. workers and 
interests, but by using our position as the.world' s largest· 
market to open foreign markets. Some people:seem to think that 
signing an a£r~eement is'. enough... I don It,. ' , 

, I 

Our ~illingness to use our trade laws ,has cQntribut~d to many of 
our successe:=:. For exarriple, our recent agreement with China 
epitomizes this strategy. 

China. Last month,I travelled to China to sign an historic 
agreement, which will provide for.poth immediate and longer term 
improvements in enforcement of intellectual ~roperty rights (IPR) 
and provide U.S. companies 'greater access to the Chinese market. 
The agreement came after pressure following an investigation ' 
under the Special 301 provision of the 1974 T~ade Act. While in 
China, I also signed an historic space, launch agreement, and we 
reached an "eight point accord'" that is a ro?-o.map for our work to 
resolve differences over market access, services, agriculture, 
and China's accession to the WTO: 

\ , i ' 
Underlying these agreements is a much more fundamental concept 
the rule of law. Respect for the rule of law not only results in 
a more efficient economy and trade regime, b~t also leads to a 
b~tter society. ~nforcing the'law -- for ex~~ple, cracking down 
on copyright pirates eliminating unfair trade practices haltingt t 

textile transshipments -~ helps both our economies grow. Respect 
for the law it; also contagious. It improves ,human rights and 
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creates a more open society. This has proved to be the case 
throughout East Asia. China will be an important focus of our 
trade efforts in the coming months as we wo~k to 'develop 
reciprocity in our trading relationship. 

Japan. Our enforcement strategy also underp~~s our policy towards 
Japan. Over several decades, the United States has tried many 
different approaches to deal with the unique structural and 
cuI tural obstacles to market access in Japan,. Difficulties faced 
by U.S. firms stem from trade barriers that'are a combination of 
government and private industry exclusionary practices and a 
myriad of non-transparent, u:p.published rul~s and regulations, 
known as "administrative guidance." ' 

The cornerstone of the Clinton Administration's trade policy 
toward Japan is the Framework, which represents a practical, 
market based, "results-or~ented" approach to: dealing with these 
non~market barriers. In 1994, we reached significant agreements 
under the Framework in such areas as telecommunications, flat 
glass and insurance. We now have begun to monitor closely 
Japanese implementation of these agreements ; , ' 

In addition, we continue to 'press the Japanese government to take 
bold action to free up over--regulated sectors of the Japanese 
economy. The~;e complex regulations constrain, the country's 
economic growth, hurt Japanese consumers and,impede foreign 
access to the J~panese market. ' 

A high priority area for our trade relation~hip with Japan is the' 
automotive and auto parts sector. Trade in this sector 
constitutes approximatelY 60 percent of the u.s. bilateral 
deficit with Japan, and 22 percent of our tqtal trade deficit. 
Discussions with Japan have focused on three 'major-~areas: access 
to Japan's motor vehicmarket, auto parts ,Pur6hases in Japan 
and in the United States by Japanese motor ~ehicle makers, and 
deregulation of the Japanese auto parts "aftermarket." After 
eighteen months of negotiations under the FramewOrk, there has 
been virtually no progress in the ..automotive;area. In addition', 
on October I, 1994, we initiated a Section 301 investigation of ' 
Japan's virtually closed 'market for replacement auto parts. 

In the last 25 years, Japan has exported 40 ;million cars to the 
United States. During the same period, the Qnited States has 
shipped 400,000 cars to Japan. This imbalanc~ must be addressed. 

Korea. I would also like to say a few word~ ,about Korea, one of 
the toughest markets in the world. Korea's :trade barriers 

, , ,increasingly resemble those of Japan's about: fifteen years ago-­
Korea has already ··targeted" the auto, computer chip and 
shipbuilding sectors'. And U. i. exporters are constantly harassed 
by significant layers of often unknown and u,npublished 
regulations and'endless iegulatory requiremerits which are 
contrary to international norms. Bilateral ~greements are 
frequently ignored or reinterpreted-, It's no wonder that 
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American businesses have been going elsewhere in Asia for the 
past five years. Senator Baucus's March 16 resolution was right 
on target. 

We are actively reviewing ,our trade relationship with Korea and 
intend, where appropriate, to take particular advantage of the 
new rules in the WTO under the Sani taryand; :Phytosani tary 
Agreement. Yesterday we requested dispute settlement 
'consultations regarding Korea's, testing requirements for 
agricultural chemical residues. Fruit was r,ottingat the port 
while exporters waited for as long as three weeks to receive the 
test results. ,Today I learned that Koreai;n:tends to change those 
laws. Next month, we will challenge Korea's unscientific 
government-mandated shelf-life system ,in the, WTO, a system that 
hurts'not only U.S. meat exports, but a ,wide, range of food 
products. 

W~ also depend on U.S. ~rad~ laws to enforc~: the numerous U.S. -
Korea bilateral agreements. The Section 13~~ telecom review is 
essential in enforcing our 1992 telecomagre~ments with Korea. 
Two weeks ago we successfully negotiated a deal worth over $100 
million to U.S~ telecom'companies. We inten~ to enforce our laws 
and those of the WTO without hesitation. 

Intellectual Property Rights. Intellectual property protection 
has ,been a sign.ificant feature of our trade' policy. Piracy of 
intellectual property is a problem in numerous countries ,.p.round 
the world. OIle study estimated that U. S companies lo::;e over $40 
billion a year as a restilt of piracy. ' ' , 

Negotiating strong IP agreements and enforcing them has taken on 
new urgency I:lecause of the increased importance of 'our " 
intellectual property industries to our national competitiveness. 
Our copyright-based industries are growing c!-t;. twice the a:nnua,l 
rate of the economy and employing new workers at, almost four 
times the annual rate of the economy as a whole. 

We are particularly concerned abou,t ,continuing problems in 
Brazil, Argentina, and Turkey, and new problems in Singapore, 
especially re~garding product patent protection of ' 
pharmaceuti~als.' We look for these countries to make significant 
improvements if they wish to avoid a major trade confrontation 
with us. 

, J' 

Expansion 

The other area of focus, in the coming months! ;is expansion, that 
is, to build on the trade agreements we have ,reached sO,far, and 
to open markets further and expand trade., Irr:particular, we will 
pursue the Free Trade Area of the Americas, :i1t is critical to 
hemispheric growth that we mov~ forward with the FTAA. And we 
must move forward the process started by the Bogor Declaration, 
the commitment made in Indonesia to eliminat~ barriers ,to trade 
and investment in Asia. I will discuss these: 'twC) in a moment, but 
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first there are two areas of trade expansion I would like to 
mention. 

G-7. Last year 'in Naples, the President challenged his colleagues 
to begin thinking about how the G-7 could continue to demonstrate 
leadership by pursuing further initiatives to open markets,. 
Clearly, with the successful conclusion of the Uruguay Round, we 
enter a new phase in our trade. relations. A$ the largest 
economies·. in the world, the G'-7 countries have a responsibility 
to stay at the forefront of trade expansion::In the time leading 
up to the next Summit in Halifax, we will ha~e opportunities to 
pursue specific initiatives as well as to begin to plot a course 
for a new WTO agenda. 

First, I will be meeting wi~h the trade ministers of the Q~ad 
Canada, Japan, and the European Union -- 'in early May where I 
expect that we will review developments in ~he ongoing 
negotiations on services, including financial services which has, 
a deadline 'of June 30,' and basic telecommunications services 

'which must be energized if we are to reach agreements by April 

1996. Additionally,' we shall explore furthe:r cooperation in 

implementing the Uruguay Round agreements, for example, moving 

forward in key areas such as transparency arid dispute settlement, 


,and the pros'flects for cooperation in the staridards area. ' 

I expect that the OECD Ministers in May will 'endorse negotiations 
on a multilateral investment agreement. The United States,. 
supports theE:e talks. Negotiations will be ·tough, but we all .II 

know that trade follows investment and this ;will be an important 
issue over the next several years. 

Europe. The European Union is a huge market :for U. S. products. 

Our exports to Europe 'already exceed $,100 billion a:- year. The 

Uruguay Round greatly reduced trade barriers: between the United 

States and Europe, but there is s 11 much more that could be 

done to increase Transatlantic trade. The Administration ,is 

studying a number of options for the U.S.-Eu~opean trade 

relationship. 


I 

We will also continue to b~ actively engaged'~ith the countries 
of Central Europe and the newly independent states of the former' 
Soviet Union as they make the transition to market economies., Our 
goal is'to assist these economies' full entry into the world 
trading system on commercial terms. In addition ,to their 
strategic importance ~o the United States, there is great long­

term potential for U.S. trade and investment in the region. 


, LATIN AMERICA AND ASIA 
I 


, I 


Our trading partners in Europe\ and Japan, of'cQurse, remain 
critically important. But future opportunities for growth and, new. 
job creation lie in Asia and Latin America. That's why we are 
moving forward with the commitments we made to expand trade in 
Indonesia with the Bog<:>r Declaration and in Miami with the Free 
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Trade Area of the Americas. 

·Development of a central position for the Up.ited States in 
evolving trade arrangements in these regions. will be critic.al to 
our economic future and to our. broader secupity interests. 

FTAA. Latin .America is a key area of focus for trade expansion 
through the FTAA. It is critical that we' move, forward with the 
FTAA to foster hemispheric prosperity through economic 
partnership; Let me explain why. 

As a result of efforts to reform their econbmies countries in 
Latin America are exploding with growth and trade with the' United 
States. In recent years, Latin America h~s been the second 
fastest growing economic region in the worl9-: 

Along with the economic reforms in Latin America have come 
striking political changes. The only country in the hemisphere 
with a leader who is 'not freely elected is·Cuba. 

I , 

The results have' been stunning. The IIlost d~cadeu of the 1980s 
has been replaced by found opportunities in the 1990s. Inflation 
rates which reached several thousand percent in some countries 
have fallen to single digits in most nations. 

The United States benefitted from economic ~~forminthe 
hemisphere. U.. S. exports to Latin America jumped from $3.,0 
billion in the mid-1980s to oVerL$78,.,p,i,ll,.:L9i:Lin,]);193 i>creat:ing ... 
600,000 additional export-supported']obs'-and employing 1. j , 
milli9n U.S. workers. 

U. S. exports to Latin America r{'ow appr6xlmate our export.s to the 
European UniCm, and, if trends continue, may reach '""'$232 billion 
by 2010, greclter than our combined exports to the E. U. and Japan 
($216 billioIl) . . 

Lt's not just geographic proximity that accounts for this 
explosion of trade. By reforming ~heir'economies, developing 
countries have unleashed a tremendous demand for everything from 
consumer products to capital goods and the rilaterials needed in 
major infrastructure projects. ' 

Latin Americans spend 40 cents of every dollar spent on trade on 
U.S. goods. vIe supply over 70 percent of so~e countries'imports 
and often three to four times as much as a ~ountry/s next largest 
trading partI'ler. I 

However, the average Latin American tariff is still over four 
times the average U.S. tariff. Although a number of non-tariff 
barrier~ have been removed, Numerous non tariff barriers remain. 
U. S. firms ccmtinue to face sdme investment !restrictions and 
inadequate irttellectual property piotection in the region. 

The opportunities - and problems -- in Latin America are 
; , 
I 
I ' 
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greatest for small and medium business~s. Large businesses, for 
the most part, have the resources that have allowed them to 
surmount thE~ legal and technical barriers to trade in other 
countries. Many have sold their goods in Latin America for 
decades., Sma.ll businesses don't have those advantages. 

We must level the playing'field. These'arellistoric 
opportunities.'But to make our tradeagreem~nts work for all 
people, each country must accept certain responsibilities. We 
will not accept free riders. Our trade agreements will be single 
undertakings, like the NAFTA and the Urugua~ Round, where each 
side accepted'the same obligations. ' 

Recognizing this historic moment, President, Clinton hosted the 
Summit of the Americas last December in Miam;i." the first time in 
30 years that the nations of this hemisphere have gathered 
toge ther . ' " , : , ' 

The 34 democratically elected leaders enthu~iastically endors,ed 
the, U.S. proposal to construct "The Free Trade'Area of the 
Americas," or FTAA, by the year 2005, with 5ubst,antial progress 
expected before the end of this century.. . 

In June, the trade ministers of the region will meet in Denver to 
adopt specific recommendations for both immediate action and 
long-term wo:r-k towards the FTAA. This is a :long road. But we 
must remain focused and move forward with de,termination Cl,J1.d 
optimism. We intend to press the attention of the hemisphere on 
making concrete progress over the next year and beyond. 

Chile's accession to the NAFTA will be a fir;st strategic step in 
creating the FTAA. 

, ; 

The Latin Americans are not waiting for us. ~either are our 
trading partners outside the hemisphere. Latin America is in the 
process of integrating now. Nearly every country in the region 
is part of at least one 'major subregional trade agreement. There 
are five majo:t sub-regional trading arrangements in Latin 
America, of which the NAFTA is only one. All ',are different ih 
nature and scope, but they 'share a goal of reducing trade. 
barriers and opening markets. 

i : 

In addition, countries outside the hemisphere:are keenly 
interested in, Latin Amer~ca. The European Union and the Southern 
Common Market have agreed to negotiate, a reciprocal trad~ 
agreement. China, Japan and Korea are investing heavily in Latin 
America. ,' , , 

What happens if the United States is not involved in Latin 
America? U.S. firms, workers and farmers wil!I be placed 
increasingly at a competitive \iisadvantage. Business 
opportunities for construction contracts, medical equipment, 
computers -- all the things developing countries want and need 
will go to Europeans, Japanese or Canadians. We will lose chances 

11 I , , 



: ' 

• I, 

to create jobs and promote growth in this country. 
, , 

We have ahi~toric window of opportunity ndw. Countries in Latih 
America want. to create an FTAA. It is clea:rly in the U.S. 
economic interest to make this happen. 

We want to make sure this integration occurs on terms that are in 
our mutual interest. That means eventually establishing ,a cOl;nmon 
set of trading rul~s for the whole hemispher,e, based on high 
standards of openness to match our,own, not, amaze of agreements 
that complicate, instead of enhance, ,commerc'ial relationships. 

" 

AP,EC. The Asia Pacific region has the fastest growth in the world 
-- three times the rate of the established industrial countries. 
Over the past three decades, Asia's share of the world's GDP has 
grown from 8 percent to more than 25 percent. By the year 2000, 
the East Asian economies are likely to form: the largest market in 
the world, surpassing Western Europe and North America. 

This growth has led to an explosion of trade with the United 
States. East Asia is the number one export market for U.S~ 
products. US merchandise exports to Asia have ,grown nearly 60 
percent over the last five years. U.S. tran~~Pacific trade was 22 
percent more than our trans-Atlant,ic trade in 1992 . Our exports 
to Asia account for over 2 million jobs in the United States.' One 
project,ion shows that Asia, excluding Japan,' will be our largest 
export 'market by the year 2010, amounting to, $'248 billiot;l. 

APEC is the regional centerpiece of our effqrts to open,markets, 
expand trade and'ensure the future of our economic cooperation 
with the Asia Pacific region. Six years ago ,!when APEC' was 
established i.t was generally viewed as a forum for consultation 
and cooperation on economic issues. Now, because of President 
Clinton's leadership in Seattle in November bf 1993, and 
President Soeharto's lea,dership in Bogor, In,donesla last 
November, we have focused APEC's central objectives on one common 
goal: the achievement of free and open trade and investment in 
the .Asia Pacific region by no late,r than 202,0. II Industrialized" 
countries have agreed to strive to implement':liberalization by 
2010. This goal will involve promotion of business facilitation 
steps, economic cooperation and technical assistance as well as 
traditional liberalization whi~h builds upon ~nd "broadens and 
deepens" Uruguay Round outcomes wi thin the r~gion.' 

The first post-Summit meeting of APEC senior:bfficials was held 
several weeks ago in Fukuoka, Japan~ initiating the APEC trade 
process under Japan's chairmanship. Although much work remains' 
to be done, we believe the APEC trade process, is off to a good 
start this year in developing a concrete, credible and 
comprehensive action plan to implement the Bogor, mandate. This 
plan must be completed for app'-roval by leaders at their next 
meeting to be held in Osaka this coming November. In addition, 
officials are working on some short term results, such as the 
simplification ,of customs and standards procedures, improvements 
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in telecommunications and ,transportation in,t:rastructure, which 
will add momentum to the APEC process and b'e of immediate benefit 
to businesses. 

, , 

APEC members account for over 40 percent of 'the world's 
population, over 40 percent of world trade,: 'and about SO percent 
of the world's output of goods and services. Our efforts to 
expand trade with this region are critical to future growth and' 
job creation in the United States. 

, , 

I look forward to working with you in the cOining weeks and months 
to establish a consultative arrangement. Fast-track renewal is 
critical if we want to continue expanding economic and job growth 
in this country by opening key foreign markets for our firms and 
workers. It is important that we have a consultative arrangement 
that balance:s the responsibilities of the executive and 
legislative branches of ourgover'nment. 

We need fa-st track to pursue opportunities in the world's fastest 
growing economies, countries that now restrict access to their 
markets but that show huge potential for our: exports .. 

Other Issues. There are a few other issues that we will need to 
address in the coming.weeks and months, in: particular, graduating 
Bulgaria unde:r Jackson Vanik, grantihg Cambodia Most Favq.red 
Nation status, implementing the historic shipbuilding agreement, 
extending thE~ Generalized System of Preferences, or "GSP", 
program, enacting a Caribbean .Basin Initiative program, and 
establishing ~he U.S. Israel Free TradeZon~s. 

Finally, I kI'low the Finance Committee ,will t;ake up :Senator Dole's 
proposal, S. 16, The WTO Dispute Settlement :Review Commission 
Act, on May 10. The Administration supports :s,enator Dole's 
efforts and 'stands ready to work with him and the members of this 
committee to ensure the creation of an appropriate review 
commission .. , , . , 

, ' , 
Conclusion 

Mr. Chairman, President Clinton and a bipartisan coalition in 
Congress have proven their dedication to doing everything 
possible to ~aise standards of living and improve the lives of 
working Americans as they compete in the new ,economy. Together, 
we must continue to fight to open markets and expand trade, 
because it will foster new opportunities fo~,working Americans, 
create jobs and raise standards of living. 

I; 

The President put it best in <;\ speech last N,ovember: liThe center I 

the heart of our economic policy must be an 'unbreakable link 
between what we do to open the global marketplace and what we do 
to empower American workers to deal with that marketplace." 

! 1 
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. , 

Americans need not hide behind their fears l ,but must boldly build 
< a new country of peace 1 growing prosperity I: . and econom~c 
security. I look forward to working with you thi.s year as we work 
to achieve that goal. Thank you very much. :: 

, I , . 

I , 

\ . 

! . 

i ' 
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1 ', , 
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