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ArMB. KANTOR: Let's go ahead and start. I think all of you have
the statement, 1’11l 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 our office at &:27 pmr, which had toc be translated,
and it came Trom gur embassy. Madam Wu Yi is the Chinese Trade
Minister, indicating they are prepared to resumne talks regarding the
piracy of intellectual property of the United States, next week in
Beijing. We responded, indicating we’ll send our negotiators te China.
on. February 13. :

© ket me reiterate that piracy of U.S. products is an extremely
serious problem, and we expect the Chinese to come to the table,
prepared to address our concerns over the protectioen of cosmputer
softuare, chemical and agricultural products, pharmaceuticals,
trademarks, audlg-vxsual works, and books and periocdicals in three
general areas.

One, takinp effective, immediate measures to curb piracy
in¢luding raids on major. compact disk and other producers; instituting
structural changes to improve intellectuzal property protection over
> such as creating & border enforcement regime, instituting a

¢right verificatian systes and providing zecess to the
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International Froperty Right Courts; and last, providing market access
for intellectual property~based products.

iI'd be happy to answe%'your‘questians.

‘Qndrea?

& Ambassador Kantor, does this make you believe that there is
séme chance of avoiding further escalation and avoiding —— (off Rike)?

AMEB, KANTOR: We'l1l see. Obviously it’s. & step in the right
direction. It’s welcomed. We will go to these talks with an cpen
nind 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
raiced. » : ~

Yesy, sir.

a Ambassador Kantowr, did M1n19ter Y:, in her letter indicate
any Chinese willingness to compromise? -

AMB. KANTOR: The letter was silent on that peint. The letter
was welcomed, it was —— addressed the problens in & general sense, but
didn't indicate as you wouldn't expect, what positions the Chinese
negotiators might take as we resume on the 13th of February. BRut the
fact of the rapid response —— after all, I didn't meet with the
2inese Trade Minister till —-- it would have been 11:0@ Saturday nlght
hina when we net, and this came in the American Embassy, this
wemmunication from Madam Wu Yi, clearly during the day on Sunday.
We®re delighted and 1mpressed by the rapid respaonse from the Chxnese
gavernment .

. Yes, sir. o ' ' -
a You started tc say vau're surprised.

AMB. KANTOR: HNo, 1 didn’%. You mére reading my lips.
(Laughter.) '

g Were you surprised by this quick response?.
AMB. KANTOR: Not surprised. The fact is that we were —— we
expected a response but this is —— I don’t know how the Chlnese could

have responded more quickly and we welcome that. |

Q ‘How do yau 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 inta.

these re—engaged negotiations, except to say that we welcome it.

Q quassadmr?
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AMB. KANTOR: Yes, sir.

a Ambassador Bar=hefsky or Mr. Lee Sands will lead &
egation to China?

AMB. KANTOR: lLee Sands will lead & delegation to Chins. If and
when Ambassador Barshefsky is needy, or sy presence would be helpiul,
then of course we would respond with that as well. But we'll wait to

see.

- John?

3 Fergive me if this has bkeen covered already over the
weeskend, but has the adeministration decided how we would respond to
China policy with the counter retaliation you talked about?

AMB. KANTOR: Yes.
Q Can you tell us?
AMB. KANTOR: No. (Laughter.}

I

a Could vou just say, you know, if you want to rule out an
escalatzon of the thing or leave all your opticns open?

AME. KANTOR: We're not going to rule'anything cut.

: Q How do vou evaluzte the inpact of a potentzal Chznese
cuunter retalzatzon &ae 1t has been - (off mike)? - T

AMB. KANTOR: Given the fact that Chinese government in the
communication from Madam Wu Yi has responded so quickly, I think it's
not helpful that I c¢haracterize their response except to say that I
think beth sides want an agreement. That would be the most proauctzve
way to proceed. We are fully prepared to react regardless of any
eventuality in this situation.

MORE
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You outlined five points where you would like to see
progress when you start talking. Do you insist on seeing propgress in
all five, or say three out of the five? And yow negotiator sxid that
over the past month there has been some propgress. Could you outline
an wh:ch areas there has already been progress (in the past month 9)9

, AMB. KANTOR: There has been sompe progress on border =- now
remember, these &re preliminary understandings. In every trade
negotiation nething is agreed to until everything is agreed to. So
let me mot micslead you and say the Chinese side has agreed to all of
these preliminary understandings, because no one does until you have &
full agreement. '

We have reached understanding with regard to —-- preliminary
understanding with regard te border enforcement, sone regulations in
the area of —— which could lead to more enforcement and training in
the area —— in dealing with the administrative nature of dealing with -
intellectual property r»ight vioclations. There were other areas as
well, some of which are listed here. ' :

_ However, however, we did nout have the king of action, effective
action, including the commitment teo raids on major.CD producers, &9 of
Meh are in Southern Chinag, a1l of whith are known to the Chinese and
the U.3. government, oy institutional structural changes in the
S¥0ad nature in which 1 discussed them, or provide any Kind of market
access intellectual property-based products which is so critical. If
you don’t have market. access, if they don't allew these products to be
sold in China and protected, then of course you®ll never be able to
a&ddress the piracy issue. HAndrea? , -

i

Qo You said that all of the =9 Tactcfxes are hknown to the
government. How many of them are actually run by the government, have
government involvement &t some level?

AME. KANTOR: AR number have government invsolvement at some level.
It would be unfortunate if I began to characterize the connections and
the »elatzonsth except to say that the government could take
« effective action to stop these practlces at these plants.

-Q Now it has been sugpested that the govevnment is not
capable of stopping things that are happening now in some. of the
reglions. Do you take that point?

AMB. KANTOR: 1 think the government could take effective steps
in this direction. We understand that they can’t stop &1l of the
piracy of every product all cover China at once. Of .course they can’t
do' that. But what they can do is take effective steps in the right
Airection. | There is obvious piracy beginning with their own
istries, for usinpg pirated software in their own operations. They
wwdld stop that immediately. Ruta? 11’11 take one more question.
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@ I'm just wondering if you could —— even staying within your
&t of not negotiating in the press, if you could just verifying
thing that you said and that was said by other officials on the
Background briefing basis. Youw're talking about preliminary
agreemnents —-- {inaudible, background noisel) —— but basically what has
been said, it really seems that on border entorcement and other areas,
it?s just & matter of the Chinese even having made a proeposal rather
than there actually being & consensus an what this proposal will mean.
I mean it seems that (saying ?) preliminary agreenent almost seems
like an averstatement. ' ' :

AME. HANTOR: No, let me explain what preliminary agreement
neans, &nd maybe it's ouwr failure to comnunicate that is confuszng
you, Tor which I apologzae. :

We call it & preliminary ayreement simply because of what I
indicated, nothing is agreed to until everything is agreed to.. To
"call it an agreement would  suggest that we have &« partial agreement,
or we have an agreement regardless of what happens 'in these other
areas. Neither side has taken that position. That's why we call it a
preliminary agreenent.. . : T '

I dan't think either in backpround, or certainly in my briefing,
we. suggested that these are just agreements to agree if they were put
into force. lhey wcuid have real teeth in then.

Thank yeu very much. | ' o -
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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 negotiating 71 trade agreements.

He 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; and
scores of other bilateral trade agreements, wh1ch will increase U.S. exports, create ]obs 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. T want to state
clearly: The United States is co_mmltted to pursuing this goal.

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 the 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 meetmg of the Trade and
‘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 American families, investing in education and training, reforming welfare,
reducing the deficit, and making govemment work .again. '

‘But our effort to raise standards of 11v1ng for American’ fam111es 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 owe 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 populatlon Future opportunities for growth here at home he in
the other 96 percent.

President Clinton understands one way to create new opportunities for workers is by opening
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markets abroad deepening the ties bctween nations, and fostenng global growth We cannot.
afford to cut ourselves off from the world. What happens in othier 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 hls execunve authonty 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, President Clinton is helping American workers, American jobs and B
- American prosperity. -

The fates of our two countries are inextricably linked. We face common concerns in
stemming the flow of illegal immigration to this country. 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 10 years ago, Mexico began to turn away from decades of protectionist-
trade policies and strict bureaucratlc control of their economy.

Mex1co 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 NAFTA 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 structural problems in the economies of these individual countries.

_ Other countries in Europe, Asia and this hemlsphere 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.
Developmg countries and tran31t10nal economies wﬂl account for 70 percent of the worldwide
increase in imports through the year 2010. Tremendous opportunities for U.S. trade
~ expansion exist there because of dramatic economic and political reforms in recent years.

) . 3 : \ k
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 of decades of heavy government intervention and



trade protection. State enterprises are being pnvanzcd and trade barriers are falhng
- 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 nof freely. elected is Cuba

~ The results have been stunning. The “lost 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 these 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- 19803 to over $78 bllhon
in 1993, creating 600,000 new U S. jobs. :

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

It’s not just geographic proximity that.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
pro;ects

Latm 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 times as uch as a
country’s next largest trading partner.

However, the average LatinAmerican tariff is still over four times the average U.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 America 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 NAFTA
and the Uruguay Round where each side acceptcd the same obligations.

Because this increasing interdependence requires new rcsponsibilities among nations, we must
begin to address internal domestic policies which distort or inhibit trade, including a nation’s
lack of a policy towards anticompetitive business practices, lack of transparency in judicial |



proceedings which affect trade, and lack of adherence to intemationally recognized labor or-
environmental standards. 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 nauons of this hemisphere have
gathered together.

The 34 democratically elected leaders enthusiastically endorsed the U.S. proposal to
construct "The Free Trade Area of the Americas,” 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 Americans 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 bamers and opemng 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 high standards of
openness to match our own, not a maze of agreements that comphcate instead of enhance,
commerc:lal 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. Chma Japan and
Korea are investing heavily in Latin Amenca

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, workers and farmers will be
placed increasingly at a COmpCtltl\'e disadvantage.

Business opportunities for construction contracts, medical equipment, computers -- all the
-.things developing countries want and need -- will go to Europeans, Japanese or Canadxans
We will lose chances to create jobs and promote growth in this country. g



We have a historic window of opportunity now. Countries in Latin America want to create
an FTAA. It is clearly in the U.S. economic interest to make this happen. :

Some argue that it 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 for new jobs
and growth, protecting American leadership in this hemisphere, protecting America’s .
competitiveness. We 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 will be a 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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BB, KANTOR: Oue lhundred and fifty years ago, Major General
Caleb Cushing, representing President Tyler and after consulting witn
Jark Yalanti —- (laugnter) =— a little hugor nere to beglirwilh —— was
appointed to he the [icst Qmerzcan coamissigner te the Chinese empirse.
In July 18432, Cushing, convayad by a naval snuadron of frznates and
sloops, aet sail for China carrying a latter for the capire Trom
President Tyler openliuy up trade to China. The letter said in part,
quete, "Tha Chinese lowve to trade with owr peaple and zell thes tea
and silk, for which our people pav silver and sometimes ulitar

articles. But ii Liie Chinese and the Americans wWill trade, thare
should be rules s0 that they shall not break your laws nor our laws.'®
One hupdwad and fifty—three vears. later, President Clinton hias ° .
resolved that not only wusl there be rules, but that thozc rules must
be enrorcea. . A ‘

Today w2 have reached «u imaportant agreement, one that will
provide protection for intellectual property rights for U.S. cospanies
and ensure market Arress for intellectual property~based pruducts.
rresident Clinton said this wurning this is a strong agrecment for
Amevican companics and American workers. . We have used every tool at
our disposal te fight rureign bEArriers against compet;t;ve u.3S.
exports.

S The fastrst-growing and most competitive Lidustries Ffor the
Z -} united States, &nd oues in which we frequently have trade surpluses; -
M have been adversaly affected hy China’s railure to enforce

LR &)
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intellectual property rights. These igportant industries reprasented
in the main here today —— computer softiware, pharsaceuticals,
gricultural and chemical products, audiovisual works, books and
Ariodicals and trademarks — have been virtually excluded from the
inese market. And to make matters worse, Chinese- pirated versicons
of these products have even found their way into third—-country
markets, scme in our own hemisphere, further depriving U.S. workers of
legitimate export opportunities.

With today’s important agreesent, China has committed itself to
put in place practices that will both protect our rights and normalize
access to its markets for U.S. products. This apgreewment is replete
with respect for the rule of law, including couri resarm.

Let me summarize gquickly 1@ very 1npnrtant p01nts in this
agreezent.

One, it creates a naw entorcesent structure in Chinay, including
working conferences, task Torces and other special enfTorcement
periods. Let me note in the last feow day: alone the Chinese have

" closed seven of the ofrending factories, have destroyed over two
milliorn CDs and LDs, compact discs and laser discs. And just last
night, the seventh that that they raided and closed was the infamous
Shinfei (ph) plant, which was the largest factory '‘in China whxch was
producing these produc»s. : .

Second, creating an ‘effective border control 'system based on the
. model. Let me alsc znnounce we have coffered and China has
osfcepted technical assistance from the U.S. Customs Service in order
to set up this new system to allow U.S. audiovisual and computer
software companies to establish operations in China, coproduction and
production arrangements, as well as to distribute throughout the
entire country. It’'11 begin in Shanphai and Guangzhou, and by the
year ZQQQ@ it will cover 13 cities, which is, of course, the majority
or a great majority of the Chinese aarket in these areas.

Fourth, eliminate all guotas and import licensing requirements
which were keeping our products out of China, to ensure that U.S.

- right-hclders have access to effective judicial enforcement measures,
not only to provide protection against destruction of e«;dence, both
_prior to and during trials, but to expedite the processing of these
" concerns in cases involving not only Chinese concerns but U.S. and
others rights—holders as well, and alsc to provide national treatment
for market access to courts, 1nclud1ng Tlllﬁg fees.

-Number six, a continuing commitment fo enforce all intellectual
property laws strictly, including the assessaent of significant
penalties. And let me also announce the Chinese have begun to rlle
criminal cases in this regard as well.

A

They - will shdre information with us on enforcement activities
with the United States on a quarterly basis aﬂh mcet on a regul

sis to d1scuss these matters.
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They‘will also provide trademark protectionm, number eight.

Number nine, the ainistries, the ministries in China and other
sipublic jurisdictions, have agreed to stop using pirated products,
specially computer software products in their oparations. Extramely
important. And the government has s&id they will provide the
necessary resources to buy legitimate products froa U.8. and other
companies for the use in these ministries.

And number 1@, they’ve agreed to a full and fair transparent
regims to publish rules and regulations and laws which are extreaely,
of course, important to all of us.

This agreement will go a long way toward iaproving the balance of
our economic relationship. ~The handout you®ll pe given will Turther
elaberate on what I°ve just articulated. .

1’11 be glad to'answer youf questiohs. Thank you very much.

MORE

R

I

o ‘ ' A , . '
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dest—commtr de; ustr, ustroff,pro, fortr,trdpol, 1nvlprop,:anputer,pnav s'ett'u.c:cr1
dest+—usag,Japan,Jssuscrc CAnada,w.o skor, 2osanct, trdsan
ata :

oo Rmbéssador Kantor?
AMB. KANTOR: Yes?

@ . What did the trick? Was it the threats or the ‘Tact fhat
other members of the cabinet were roldlng cut cqrrcts vhile you held
tha »tlck’ -

ArB. KQNTOR. First of all, lest me say that Ambassador
Barshefsky, Lee Sands {sp), Deborah Lehrer (ecp), Kathy Field (sp), did
a magnificent job. The president’s leadersnifp in remaining resolute
in understanding we have to level the playing vTield and make the rules
fair, the ability of our negotiators, the absolute 1UQ percent support

. of American industry, a lot of which you see standing here with me.
Ang last but not least, this agreement is in the interest of both
countries. I*ve found in this job that the best tool you have Tor
convincing anyene to reach a trade agreement is that if's in
gveryone’s best interest. ‘It’s 'in the U.S. intergst, of course. It
protects our jobs. IT protects our industriss. We’ll grow capital.
We'll grow ocur standard of living. We'll increase access to these
very important products in China., A : ‘ ‘

4

For China, of course, it will help attract investment, bring U. S.
id other businesses into Ch;na, and, of course, therevare help their
sconcry as well. : ' ‘

@  Ambassador Kantor?
AMB. KANTOR: Yes, sir?

@ Anbassador Kantor, &s late as Saturday, @mbassador :
BarshetTsky was saying there was no progress. What magic did she use
or did the Chinese use to strike the agreement at the last minute?

AMB. KANTOR: No @agie. ' Tough, hard negotiation on a reasonable
basis where both sides realized it was in their interest tc reach an
" agreement. I think the Chinese negotiators and officials in China
recognize-that opening up in this area is critical te their future
economic success and progress. »

Q Ambassador Kanter, I'm just wandering what’s next. ‘Are you
going still to identify China &s & pirate country in this coming April
announcement? And my second question is, the abolishing of the import
restriction and gquota and so on, how auch business does it mean to the
U.s. IFR: export9 : g : . ‘

AMB. KANTOR: Let_mé take your second questiom First. These
lks up here can better answer on how much business, but let me note
Jat the copyright industry, the pharamaceutical industry, the
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agricultural—chemical industry, the computer software, computer
industries, all the industries represented up here are our fastest—
owing industries. - We dominate the world in many of these areas. In
.computer software semiconductor industry . alone, we probably have
4@ percent of the world’s. market. :

When you open .up a country as large as China ahd'growing;as'Fast
as China, I think you can understand just how important that will be
to U.S. workers and to their incomes and tTo growing our businesses. '
And so I can’t calculate that on a dollars—and—cents basis today, but
I think it’s fair to say it will have an enormous 1mpact. '

‘Number two, you asked about Qprzl- If I gave thar answer today,
you wouldn’t show up For ay April press conference. (Laughiter.) So
I'm not going to do that. : :

.Yesy sir.

Q Mr. Kantor, what assurances have you gotten that the
Chinese will adhere to the agreements? And what are the penalties if
they don?t? : ’

AMB. KANTOR: Well, the penalties are clear. We have our trade.
laws and we’ll exercise those. I think we've shown we're not entirely
shy about doing that.  But we expect China to iive up to this
agreement. Let me say I have nothing but praise for Ambasssdor
arshefsky's counterparts -- for Madam Wu Yi, the Chinese trade .
ister, for the leadership that has been provided.  And 12t as also v
4 that Ambassador Li, the Chinese ambassador to the United States,;u'A‘ P
dld a ~commendable Jjub in making sure that-th sHwae affgctive o e L T L e
communication betweén the two countries durlng *his _period of t:ﬁe.

a So unlzka the Japanese agreements that over many years were
practicqlly ignored, you think tnlS cne's going to work?

AMB, KANTOR: uell; numbar cne, our_Japanese agreements aren’t
being ignored. Number two, our Chinese counterparts have comrmitted
themselves to a very impressive set ¢f enforcement procedures here,
not only enforcement but market access commitments as well. Putting
the two together, I think you can be assured and the Rmerican peaple
- can be assuwed we have pade a 1a30r step Torward. -

Yes, sir.

a Ambassador, originally you were talking about the &9 plants
that you Wanted eitner closed down or at least raided.s Today youw're
. talking that seven of them have been closed. This, has been alsoc a
. compromise on the U.S. side. What have you stepped déwn frem?

AMB. KANTOR: No, they®ve a¥so committed to, of course, continue

. to carry out these enforcement zctions and 1mplewent a special
enforcement périocd to create task Torces and tc address the other

¥{ending factories in China as well. That s part of the agreemenu.
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All I was Peferrlng te up till now, .in the last few days, they‘vé
,closed seven alone.r Qnd I think that's quite 1mpres91ve. ‘

a To follow up, what concesszons did the Unltad :tates sxde
ke to get tﬁls agreement, if any?

QMB;ikﬂNTOR: We withdrew cur 331 action and will not implement
the sanctions on over & million dollars on parts, 122 percent tariffs
on those products. And number two, we’'ve agresd to work together to
provide technical assistance. Number three, we've also agreed that
we?ll continue to waork for increased market access in China for other

" goods, forelgn competitive goods, as we2ll as for agr:cultural goods as
well, and to address the. problen of prov1d1ng also services in China.
. " . .

G . meassaaor.Kantor _-—— - ‘Vf

AMB. KANTOR: Yes. |
ST , | s | ' ;
@ . —-- does that mean that the U.S. is gczwg to 1ook more
favorably on China’s attempt to JOln the WTO? v~§ . A

AMB. KQNTDR. . They're nat connected. It?s not been part of these
discussions. We expect Chirna, in order te gain aocessian to WTO, will
do so on a commercially weascnable. basis. ‘But'leg me say, the ability
te reach an agreenment in this critical area, which ‘is, of course, part
of the Uruguay Round -~ that®s the so—-calied TKIAS agreement on
intellectual property —— will help ‘clear away scame of the problems .
at many countries had with China's accession. I alsg think it
Aeates a batter atmosphere. .But there was no direct connection and
~'no discussion during any time with regard to Ch:na’s desire to join.

" the World Trvade nganxvatian and thl: dlscu:szon gver 1ﬂtellectual
property r:ghts.; ,
: a . With th:s IPK suit out of the way now anq the NTO ~
,negotiaﬁiOHS nat going anywhere, at the moment, anyway, do you plaﬂ on’
stepping up the pressure on thosse, problems, on agriculture and . .
services? c Co -

. AMB. KANTOR: I’m sure discussicons'will ensue in & number of
areas. There is a second letter ‘that has been seﬂt by Madam Wu Yi
_which we have not fully translated which, of course, seeas to be very
- pesitive and helpful, and I th1nk c1tes some of thése other S
" considerations.. ~

"G Aabassador Kantor? '
AMB. KANTOR: Yes.. -~ - o e
= 1 suderstaﬁd that the uews converence ie about China, BQt

Cif you don’t mind, 1et me ask yéﬁ quecstion about ‘Korea. There is.a
report that the USTR is preparing a tough position ‘against the Korean

“market, particularly the beef market. Would you please comment about
o hat? s : )
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AMB. KANTOR: We have not been entirely satisfied with Korea's
gsponse to our conc=rns that uﬁe1r market in —— gor their. market fTor
ur beef has been as. open as our agreements would make sure that they
re. And so therefore, Wwe have indicated to our Horean caunterparts
we’re not entirely satisfied with the situation.

Q Mr. anassador, now Nlntendo and other 'software
manufacturers have asked you to nase Hong Kong to one of the 3@1 lists

in April because of lax penalties given to the offenders in Hong Kong.
What is your reac»zon to that7

CAMB. KANTOR: We’ll review that in April and wa'll aake a
decision at that paint. . ' ' :
‘ a ‘ Asbassador Kantor, you’ve goi corpute»;software covered in
the agreement, and the gquestion I have is. whether The tera “computer .
software"” extends to the protection ¢f video game csoftware as well.

AMB. KANTOR: Yes, it dges. . In fact, videc game software is
specifically named in the agreement as well, but it*s alsc coveread
under that rubric.

. M

G . Rmbassador Kantor, can you just tell us ~- give us ‘an idea
what time these negotiations were concluded? Just —- of course, if
you can just give me the time .frams here. r C '

AMB. KANTOR: (Laughs.) They were concluded about thiee or four (
Ames.—~— (laupghter) == during the evening. Part of the probles during
the evening was corforaing the Chinese text and the English text ts

make sure they would be interpreted in the same manner. We believe we
had an agreement,. LS. tiame, eastern standard time, about 11:88 last
night. And then there was further phome calls during the night in .

terms of an attempt to make sure there was complete conforaance of the
texts. And not until, I'd say, 9:15 this morning, 1@:15 Sunday night

in China, was the co mplete agreement on all sides: and the sxgnlng
ceremony held.

MODERATOR: - A1l right, let’s’tgkeﬂﬁne more gquestion.

. a Ambassador Hantor, the threat of sanctions an China by the

United States seemed to have some effect this time. Do you think that
we can expedct to see threat of U.S5. szanctions agalnst ether cuuﬁtrles
in the Tuture in {rade’ discussions like these?

AMB. KANTOR: The one thing you want tao dc 1n reprcsentmng the
largest trading natien in the world =— and ‘the pr951dent wants to open
markets and expand trade -- is to be careful, cautiocus, responclblo
and professional as we appraacn these problenms. We’re going to
enforce our trade laws. We’re guing to enforce gur trade agreements..
But we're also going to try to work with our trading partners to
_ensure the fact that we can get our products into a country, and when
' get them in, they’re protected. I think there’s a balance to be

©
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struck, &nd I think this president has struck the right balance.

Q Mr. Kantor, can you talk a litile bit about Canada?  The
ertings and. == : .

AMR. KANTOR: I was just there. (Laughter,)
Q Can you taik here about it? (Laugh%er.).

AMB, KANTOR: (Laughs.)  I'd be happy to. I'1ll take one more
guestion on -- ‘ :

a I just wondered if you could summarize the talks with the
“minister. :

AMB. KANTOR: - Talks with Minister MaclLaren and the talks between
the president and Freasident Chvetien covered a nuaber of subjects.
I'm sure you want to talk about trade. We spent, as you might
imagine, quite & bit of time on trade. I had two 'meetings with
Minister MaclLarern, covering about three and & half hours. We &lsc amet
with Canadian business people. We covered everything froam the status
of the commissions on wheat and softwood lumber to what is called
cultural concerns in Canada; we call Tree access to the market in
terms of everything fros the Country Music Television toc Sports
illustrated to direct hoag — satellite-to—-home television, to
artists? rights. We alse discussed dairy, epgs, poultry, sugar,
ugar-caontaining products, peanuts. We had a nuaber of interesting
‘nd lively &xchanges. And I think;, as usual, we pushed the ball
rward. : C A

@ fny progreass in an§,bf those?
AMB. KANTOR: We pushed. the ball forward. =
MODERATOR: Thank you very much. |
AME. KANTOR: Thank you very auch.

END
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TESTIMONY BEFORE THE
HOUSE WAYS AND MEANS SUBCOMMITTEE ON TRADE
AMBASSADOR MICHAEL KANTOR
UNITED STATES TRADE REPRESENTATIVE
MARCH 3, 1995

Mr. Chairman, it is a pleasure to appear béfore 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 rights
in China. Our computer software, motion picture, sound
recording, and publishing industries will also benefit from new,
improved access to the Chinese market.

Until now, China's failure to provide effective enforcement of
intellectual property laws has caused substantial damage to U.S.
industries in what is one of the fastest growing markets in the
world. TheLt 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 copies have displaced sales in third-
country markets. Some of our most famous trademarks, Kelloggs,
Del Monte, M&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 IPR Agreement protects U.S. industries
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. Through full implementation of this
" Agreement, China will demonstrate that it can play~by
international rules on a matter of importance to its own
development and economic interests as well as 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 protectlon w1ll
attract new 1nvestment to China.

Let me express my appreciation for the support that the
Administration has received from the 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. intellectual
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

l
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the ‘world demands that the global trading system be based upoa a
set of rights and responsibilities that all countries must
accept. The Clinton Administration, with bipartisan support in
Congress, has pursued this goal of an. open and fair trading -
system through multilateral agreements like the Uruguay Round,
regional initilatives like the NAFTA, and bilateral negotiations
like our current agreement with China. All of these initiativeé’
share a common purpose of opening markets, expanding trade
creating jobs and strengthening the U.S. economy. :

Mr. Chairman, on February 26, we took the latest step in that
effort, whenn the Administration announced that the United States -
and China had reached an agreement that will provide for both
immediate and longer term improvements in enforcement of
1ntellectual property rights (IPR}) owned by U.S. individuals and
companies and market access for industries that rely on IPRs to -
protect their products. As President Clinton said, "This is«a A
strong agreement for American companies and American workers...we
have used every toocl at our dlsposal to fight foreign barrlers
agalnst competitive U.S. exports

The importance of thlS Agreement 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. compluters, textiles, heavy machinery and other
products must be eliminated if the U.S. market is to remaln open
Lo acceleratlng exports from China.

We are also discussing market access for agricultural 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 Sanitary and Phytosanitary ¢S&P) measures
which comply with the Uruguay Round Agreement standards and base
all S&P measures on scientific prlnclples China's quarantine
restrictions on certain U.S. fruit exports (grapes and apples)
because of med fly concerns is one of several S&P issues under
~discussion. . We have also targeted Chinese S&P ‘measures limiting

U.S. exports of wheat, tobacco, live cattle, bovine embryos and
bovine semen. ‘ o

China‘'s services markets must also be opened to U.S. companles
We have asked that China commit to substantial liberalization of
its insurance, distribution, advertising, travel, communications
and service sectors. We have also initiated discussions on
telecommunzcatlons services in the context of China's acce351on
to the World Trade Organlzatlon '

We believe that these issues should also be addressed in a

positive manner. But for now, allow me to summarize the major
aspects of our agreement with .China on IPR enforcement and market'
access for our audlo visual and computer soﬁtware industries.

2



II.

Major Industries Benefitting

t

Camputer software producers, including producers of CD-ROMs
and video games, will benefit from increased action against,
manufacturers and retailers to eradicate piracy in China,
including a ban on infringing exports and improved market
access. : :

Motion picture and:video producers will benefit from
enforcement of their copyrights, in particular against
producers of pirated Laser Discs (LDs) and tapes,
elimination of quotas, import licensing requirements and
more transparent rules on censorship and faster
implementation of censorship rules.

Sound recording producers of compact discs (CDs) and tapes
will immediately benefit by enforcement actions against CD
pirate factories and enforcement against exports to third -
countries, the right to ex9101t a company S entlre catalogue
and other market access provisions.

U.S. trademark owners in all categories of goods. and A
services 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 for ‘a wide range “of U S.
~1ndustr1es that trade with China.

Immediate Benefits--Enforcement

Export and imoort.of pirated CDs, LDs, CD-ROMs and
counterfeit trademark goods will be prohibited and
infringements strictly punished, through:

- intensified inspections and commitments to detain
suspected goods for investigation, and when
infringement is found, pirated CDs, LDs CD-ROMs and
other infringing goods will be seized, forfeited and.
destroyed and the machinery and implements directly and
predominantly used to make the 1nfrlnglng goods will be
seized and destroyed.

- - Establishment of a copyrlght and trademark recordatlon
- system modeled on the U.S. Customs system.

Creation of a comprehensive enforcemenc‘mechanism that is

3



empoweced to 1nvest1gate, prosecute and punish lnfrlnglng
actrvrtres throughout China.

This will be accomplished through:

- - A ‘State Council working conference on intellectual
property rights (IPRs) that will ‘issue directions and
"coordinate IPR policies.. »

- - Establishment of sub-central (provincial, regional and
local) intellectual property working conferences in at
least 22 provinces, regions and major c1tles and
special enforcement task forces :

- - Cross-jurisdictional. enforcement efforts will be
specifically authorized, coordlnated and carrred out by
enforcement task forces,

- - Enforcement task forces in which all relevant
departments, including the police and c¢customs, will
participate so that the task force has authority to-
search premrses, ‘preserve evidence of infringement and-
take action to shut down production of infringing - '
goods, 1mpose fines and revoke operatlng permits and

: busrness 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
1nfr1ngement

- - EStablishment of a copyright verification system and
use of unique identifiers (special codes stamped on the
" molds) on CDs, LDs and CD-ROMs that will help 1dent1fy
infringers and ensure that only firms with permission
from the copyright holder will be authorized to
reproduce, import or export these products.

- A‘soc1atlons of right owners (the ‘Motion Picture
Association, and Software Publishers Asscciation) will
be permitted to establish representative offices in
.China to assist in this verification process and- engage
in other activities that representative offices are
permltted to undertake 1n China. :

L Technical assistance from the U.S. Customs Service,

' 'De@artment of Justice and the Patent and Trademark

‘Office to ensure effective 1mplementatlon of these
programs and mechanlsms

Short term efforts by the Enforcement Task Forces will foCﬁs on:

‘ T""\w y . , . . . . :



CDs, LDs and CD-ROMs. This will be done tﬁrough:

investigation of all factories producing CDs, LDs and
CD-ROMs to determine whether they are producing .
authorized products will be completed 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.

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

revocation of operating permits belonging to those who
infringe more than one time and revocation of business
licenses for serious repeat offenders with a commitment
not to grant a business license in the same fleld of
act1v1ty for a period of three years

Computer Software

Boocks and

“investigation of all entities, including public

(government) private and not-for-profit entities that

engage in commercial reproductlon, wholesale, retail or
rental of computer software. :

establlshment of ‘an, 1nven£prymcheck system—for software‘
under which any product ‘that is not distributed by a
licensed firm will be seized and destroyed. Business
licenses for dealing with computer software .will be
required and those firms: found ‘to’ deal in infringing or
unauthorized product repeatedly will lose their
business license for three years. Normal
administrative and judicial remedies will also be

‘available.

"All entities (including public entities) must provide

resources sufficient to purchase legitimate software.

other Published ﬁaterial>

intensified investigation of publishing houses and
xevccatlon of business licenses of those engaged in
piracy.

verification that printers have authorization from the
right holder to print the book or other material.

- Printing houses operating wlthout a license will be

shut down.



Tradeﬁerk

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

- - Imnmediate access to all trademark agents operating in
China, and for the purposes of enforcement, joint-
ventures, wholly owned subsidiaries, and licensees in
China will be permitted to act on-behalf of . the U.s.
"owner 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 CDs .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 and destroy infringing products and seize and destroy any
machinery directly and predomlnantly used to produce 1nfrlng1ng
products. 2

III. Other Enforcement and Administrative Actions

° Improved access to effective administrative and judicial
relief, including expeditious handling of intellectual
property cases involving foreigners, the right to X
investigate alleged infringement and present evidence, and
to request preservation of evidence of infringement while
the case is pendlng . «

L Establishment and publication of standards to _govern the
registration and renewal of trademarks in China, including
standards on the key issues of determining likelihood of
confusion, descriptiveness, rules for cancellatlon and
opposition procedures.

. " Enhanced protection against unfair comﬁetition, includiﬁg
- 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 w1ll
also provide information on intellectual property
enforcement actions in this country.

. Enhanced training for Chinese judges, lawyers, students,’
government officials,  and business persons on the nature of
intellectual property and the importance of its protection.



.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 companieé will be permitted to market their -
"~ entire catalog of works 1n Chlna, subject to censorship
rules ~ '

L U.S. film product companies are permitted to enter into

revenue sharing agreements with Chinese companies.

¢  U.S. companies in the audio-visual industries will be
-permitted to enter into joint venture arrangements for the
productlon and reproduction of their products in China.
These joint ventures will also be able to enter into
contractual arrangements immediately with Chinese publishing
enterprises for the nationwide distribution, sale, display
and performance of their products in China. They will now '
be able to establish operations in Shanghai and Guangzhou
and other major cities, with the number of cities to grow to
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.

3

A Review of the Problem and a Hlstory of U.S. Efforts to Resolve
It -

t
t

From 1984 through 1994, U.S. yearly exports to China rose from $3
billion to $8.8 billion. 1In the same period, however, Chinese
exports to the U.S. rose from $3.1 billion to almost $38 billion.
Some of the fastest growing and most 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.

wWhile China did make significant improvements in its IPR legal
regime as a result of the 1992 U.S.-China Memorandum 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



_intellectual property rights has been virtually absent, with-
piracy rates sodring in all major urban centers along China's
"increasingly PIosperous east coast.

Piracy of computer'software -- one. of the most competitive
industries of the United States -- has been running as high as 94
percent, according to U.S. software industries. Chinese piracy
of U.S. CDs, laser discs, cassette tapes, videos and movies has
peen close Lo 100% in many parts of China.

In the past two years, Chinese companies have begun to export
pirated products in large volume -- invading markets in southeast
Asia and even reaching Latin America, 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 produce
and export CD-ROMS, which can hold dozens of computer software
programs and other copyrlghted works on a single disk.

The administrative apparatus in China for policing copyright
piracy has been extremely weak. Piracy of trademarks has also
been rampant, especially in south. 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 billion of imports of Chinese products
beginning February 26 if an acceptabie agreement could not be
reached by that date. : :

-Gur February 4 announcement was the result of an elght month
‘investigation under the Special 301 provision of the 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 'unreasonable and
burdened or restricted U.S. commerce and denied fair and
equitable mazket access to U.S. IPR owners. ' USTR published a
proposed retaliation list of $2.8 billion and held hearings on
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's WTQO Accesgsion

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

8
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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 the accession, a working

_party report which are negotiated multllaterally,-and market

access schedules in goods, agriculture and serv1ces which are the-
result of bilateral negotlatlons :

{

i
We are prepared to work with China, as we have in the past, to
develop a mutually advantageous -and commercially viable
agreement. This will be beneficial to our goal of strengthening
our bilateral relations. The Ways and Means 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 acce5510n -1t can only be
completed on strong commercial terms. ‘

The last sei of meetlngs held on China's acéession 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 meanlngful market access opportunltles

In early February, the Chairman conducted 1nformal consultations.
The consensus of China's partners was that unless and until China
was prepared to undertake liberalization 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 sides.to review
their negotiating positions, we are actively consulting with
labor, business and agriculture on the status of negotlatlons and
U.S. priorities and interests. We understand that China is
undertaking its own review. .

I remain hopeful that the results of China's review will enable
China to signal that it is now prepared to pursue its accession '
to the World Trade‘Organization China is not now part1c1pat1ng
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, but only if it is secured on a commercially
acceptable basis. N v

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 reforms, and it
will cement reforms that are currently in place. A good protocol

i
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package will lead also to substantlal addltlonal market openlng
and a much improved trade and investment reglme

China's accession is 1mportant for reasons beyond our bilateral
relations. There are now some 25 accession applications pendlng,
including many other countrles 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 WIO-will be at risk. We are prepared to resume
our efforts with China and look forward to worklng with the
Committee as the negotiations proceed. '

Conclusion

Mr . Chairman, this is a good agreement for U.S. workers and
firms. It will bolster our efforts to create more high-wage jobs
in some of our most competitive industries. OQur 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 méans American businesses can gain the confidence they will be
fairly treated as they enter the Chinese market, one which
presents immense 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 .also improve,the . investment cllmate
_and encourage access to the hlgh quality, technologlcally
advanced U.S. goods and services. The agreement contains key -

' features ensuring transparency 1n the- Chinese system, which
bolsters efforts to have a more ‘open ‘and ‘democratic society.

Mr . Chalrman,'lt 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 Wlll be worklng
aggressmvely to make sure that it- is. :

Again, let me say that I appreciate the support and cooperation
we have received from the members of these subcommittees. I look
forward to working with you in the weeks and months to come as we
1mplement and enforce thlS historic agreement Thank you.

Alob
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US Trade Representative Mickey Kantor
Remarks at Signing of IPR Agreement
Ministry of Foreign Trade and Economic Cooperation
March 11, 1995
Beijing, China

I would like 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 future. :

In addition to enforcement and technical assistance aid
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 opportunltles with their
Chinese colleagues. :

As a demonstration of our belief in this agreement, T’'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 agencv
in the entire United States Government: the Customs Service
the Federal Bureau of Investigation, theée Department of
Justice and the Department of Commerce. They began
discussions of their extensiwve training and assistance
programs with their Chinese counterparts immediately upon
their arrival.

The Customs Department, for instance, did not come empty-

- handed, Madame Wu Yi. They brought $500,000 ir aid provided

by the Asian 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. 1In that regard, the Justice Department will be
quite helpful. The Department of Commerce and the Federal
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Bureau of Investlgatlon have also began detailed discussions
with their Chinese counterparts today, as well.

As I said this afternoon, when I spoke to students at the
University of Business and International Economics, in the
6th century Chinese engineers perfected a mew iron link
technology for building suspension bridges across rivers and
streams. Fourteen centuries later, we’'re now building a new
generation of bridges on the eige of a new millennium
constructed of mutual trust awni shared respon51blllty

These bridges will connect the great economles of the world
for the benefit of our citizens. The IPR agreement is a

hopeful sign of what we can achieve when we work together to
resolve difficult problems.

¥
i

Thank you again.
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Statement as Delivered

Ambassador Michael Kantor

March 13, 199K
B«tx’d.'o\j Ching

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

"In three days, we' ve:

-- Signed an important new agreement on IPR;

-- Engaged in technical assistance to implement the
agreement; ' :

-- Reached an "eight "point accord“ that’s a roadmap for
our work to resolve differences over market access,
services, agrlculture, and Chlna s accession to the
WTC.

- Signed a new agreement on space launch services.

At the invitation 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 trade and other issues. : N

I am honored to have just come from a meeting with President
Jiang Zemin and with Vice Premier Li Langing. We had a
productlve and. frank exchange on: trade and other lssues

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

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

With the technical assistance of U.S. government officials
and private industry representatives on this trip, China is
establlshlng 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
infringers -- to a more transparent and accessible enforcement

process. This system will benefit Chlnese citizens as much as
U.S. exporters. :

We remain 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 greéeat importance to the
President and to the United States, and an area where we will




(¥
[ )

- 13MAR-Y MUN loilo  CONTROL ROUM 053176 P02

continue to press. And failure to make progress wlll continue to
present difficulties.

On IPR, I came prepared to launch the Agreement and
demonstrate our seriousness in seeing the Agreement implemented.
I have been very pleased to learn that the Chinese are equally
dedicated to 1mplementatlon of the Agreement

I learned this morning that China has devoted over one
million people from the courts, prosecutors, police, and other
IPR and law enforcement agencies 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 Chinese IPR enforcement agencies.

At the same time, 10 CEOS and senior éxecutives 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
themselves 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 begun talks on the formation of ]01nt
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 requlrements 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 telecom services and insurance. Both sides agreed that
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 for U.S. telecom companies and for insurance providers
on a graduated basis -- and for licenses for U.S. companies.
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.The United States and China also agreed to 1mplement the Letter

of Intent on market access for agricultural products -- including
cherry exports from Washington state, expanded access for apple

~ exports, - leaf tobacco, and livestock and genetic products

Minister Wu and I renewed our commitment to resolve differences
over standards for U.S. fruit and wheat. Negotlatlons on these
issues w1ll 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 tradlng partners. Those
talks are expected to begin in late Aprll in Geneva. '

.~ Minister Wu and I agreed to address reallstlcally the issue
of China’s developing country status. Both countries understand
that China c¢ould be characterized as developed or developing
depending on the UR round category. This agreement dictates that
we move beyond labels and addres; each issue on a reallstlc,
pragmatic basxs - ‘

"Finally, in all discussions, the United States ‘and Chlna'
will conduct all negotiations with a p081t1ve attitude -and

.recognize the growxng importance of our trade relatlonshlp

Last, I am pleased to conclude my- flrst trip-to Chlna by
renew1ng our bilateral space launch agreement In-the six years .
since the first agreement was signed in 1989, China has become a
recognized competltor in the international market for space
launch services. This Agreement benefits both the United States
and China. The market for satellité services requiring space
launch vehicles is in a period of rapid change which will create
new commercial launch service opportunities. Through this
agreement, China's ability to compete for these opportunities
will grow, with increased potential for cooperatlon between U S.
and Chinese firms. :

The Agreement will permit China to participate in the:
international market for launch services while providing
necessary safeguards against market dlsruotlon

In my many - dlscussvons with Chinese 1eaders, I have
discovered that we share a large number of commcn goals on trade.
Just as our negotiators discovered during the IPR negotiations,
with flexible, creative thinking on both sides, we can move from
common goals to common vision to common ground.



CLUMAKTYD MUR {0.10,  GUdlKUL RUUM . rhL AU 2U93C10 U4

i . kS

. IPR Enforcement Agreement
Fact Sheet

Th2 February 26 IPR enforcement agreement, an exchange of letters
and a Chinese action plan, commits China to take effective
m2asures to substantially reduce IPR piracy -- particularly of
copyrighted works, trademarked and patented products. More
important over the longterm, China will also create a new IPR
enforcement structure, and provide market:access for audiovisual
products, computer software, and books and periodicals.

. i
As part of China’s commitment to substantially reduce piracy,
China will establish a 9 month special enforcement period during
which thé central and local governments will launch an intense
crackdown on major pirates of copyrighted 'works and trademarked
oroducts. 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 cencral down to the
local levels all along the east coast and in urbanizing parts of
the interior. These forces will target major 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 for
audiovisual and CD-ROMS incorporating computer software, separate
and detailed plans to cleanup the audiovisual, books and
periodicals and computer software sectors, a nationwide training
and inspection system designed to prevent .infringement, and a
nationwide educational program on IPR. protection.

Finally, under the Agreement, U.S. companies will have access to
China’'s domestic audiovisual and computer software markets. U.S.
companies are permitted now, for the first time, to establish
joint wventures 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, as a 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
enf{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 IPR rights will
make it possible to ensure and monitor implementation of the
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Agreement.

NEW ENFORCEMENT STRUCTURE L
Spacial Enforcement Period
China will intensify for the next six months the Special

Enforcement Period that began on January 1 and is aimed at
saverely cracking down on major infringers of copyrighted works,

trademarks and patented products. 1In its initial period, the

Chinese authorities 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 levels to which piracy has been reduced in key regions of
Cnina. :

High Level IPR Workin on g: As part of its effort to

focus antipiracy efforts, under the Agreement, the central
government‘s State Council has established a ministerial-level
working Conference on Intellectual Property Rights. That task
force is comprised of the major enforcement arms of the Chinese
government, including the police, such key ministries as the
Ministries of Electronics Industry, Radio and Television,

Culture, the Administration for Industry and Commerce, and the
Chinese Customs Service. Headed by Vice Premier Li Langing and
Sctate Councilor Song Jian, the Working Conference is charged with -
overall coordination and directidnzofirantipiracy work-nationwide
-- including establishing policy and coordinating cross-regional
and cross-jurisdictional operations. N :

Provincial and Local king Conferences: -Coordinating and
organizing antipiracy efforts and setting policy guidelines in
more than 22 provinces and major cities in China are similar work
conferences -- that report te and follow the direction of the
State 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 on 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. . . -

Enforcement Task Forceg: 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,
enjoin infringing activity, strip repeat offenders of their
business licenses, levy stiff fines, and remand infringers to the
prosecutors for criminal prosecution. Copyright and trademark
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1n:*1ngement are both crimes in China, thh sentences up to 7
y2ars in prison available for serious, repeat offenders.

Iw areas where a particular type of piracy is endemic, the task
forces will set up spec;allzed ad hoc groups to attack that form

of piracy -- for example CD piracy in Guangdoag

In addition, under the Agreement, each task force is pledged to
work .with foreign rightholders, make its activicies transparent,
respond within 15 days to petitions by rightholders who believe
their products may have been lnfrlnged and set up contact

persons and phone numbers. Task forces will alsc establish hot
lines so that suspected 1nfr;ngers may be reported to the

auchorities for investigation.

1

The task forces w;ll remain in effect for at least three to five
y2ars.

SPECIAL ENFORCEMENT PLANS

The Agreement creates special, tailored enforcement plans in the
vital audiovisual, computer software and book and publishing
sectors. These plans will operate both in the short-term and
over the long-term.

Computer Sof;ware and Aud;gvxsual Plans
¢D Factories

As part of its current focus, China will by July 1, 1995
eliminate piracy in all CD, LD and CD-ROM factories. These
factories include the more than 29 factories, largely in south
and central China, that currently have a production capacity of

mora than 75 million CDs. Factories that have been. decermined to

have engaged in infringing activities will be punished through
seizure and forfeiture of the infringing products -- and will be
required to pay compensation adequate to compensate the loss
suffered by the znfrlnged party. In addition, factories found to
have engaged in serious infringing production are subject to
having their business licenses revoked and the machinery and
equipment used to produce the infringing products seized,
forfeited and degtroved.

Long-term Plans to Clean Up Markets

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

o Make mandatory the use of a uniquc identifier by all
factories engaged in production or reproduction of CDs, LDs,
and CD-ROMS, so that the authorities will be ablec to ‘
determine which factory has produced infringing products --
should that occur. Failure to make use of the identifier
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will subject the factory to admlnxstrat*va eanctlons and
revocation of business licenses.

[$

Escablish a copyright verification system. Under the
system, no Chinese entity will be permitted to produce,
reproduce, distribute, or export CDs, LDs, and CD-roms
without (1) securing a copyright registration certificate
from the National Copyright Admlnlstratxon (NCA) that
verifies the legltlmace licensee, and (2) without securing a
permit from the ’'relevant authority’ in their locality.
Granting of the permit is conditioned upon verification of
thé copyright. That authority is either the Press and
Publications ‘Administration, or the local branch of the
Ministry of Radio and Television or the Ministry of Culture.

o Begin comprehensive inspections of all audiovisual
establishments that engage in production, distribution,
retailing, rental or performance. Establishments that
engage in serious infringing activities will be subject to
revocation of permits and business licenses, as well as
severe fines. Depending on the level of 1nfr1ngement they
will also be required to provide compensation to

- righthelders and to face criminal penalties.

a2 Monicar‘carefully the inventories of all retailers,'and work
with rightholders to 1dent1fy products *hac may have been
lnfrlnged

o Establlsh training requirements so that producers,

distributors and retailers cannot maintain their business
'licenses unless they have acquired a good knowledge of IPR
~laws and regulations -- and passed stringent examinations.

Th2 Chinesc Government has also pledged to maks use only of
legitimate software and to make available suifficient resources to
permit public institutions to purchase software that is properly
licensed. ' : '

All local authorities.will report to the State Council, by July

1, 1995 for audiovisual products and October i, 1995 for computer
software, on the results of their implementation of these plans.

Trademarks

The Agreement substantially liberalizes access to the enforcement
-structure and provides greater protection for trademarks overall,
especially well-known trademarks Among other things, the
Agreement. provides for: - : = ‘

0 Direct access to the AIC for enforcemenc purposes for U.S,
companies and licensees in China. U.S. companies in China
will not longer be required Lo use de51g.atpd trademark
agents to enforce their rights.

s
i
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° Broadening 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 rightewner jig addition to the
degree of knowledge of the mark in China.

o For enforcement purposes, the Trademark Office will now
issue determinations concerning well-known trademarks withi
30 days of receipt of the request -- when the request is
macde to the Trademark Office directly or to the Chinese
Customs Service. :

3 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 have been
infringed -- unless the infringement took place in bad
faith, in which case there will be no tims limit.

¢

Sorder Enforcement

Under the Agreement, China has committed to s:iringent enforcement
oI intellectual property rights, particularly crademarks and
copyrighted works. <Customs will issue broad rn2w regulations on
July 1, 1995, which will go intc effect on Qctober 1. Until
then, under current law, Customs will mount.,a sustained effort to

‘protect CDs, LDs, and CD-ROMS, as well as tradsmarks, at the

oorder.. IR v

Under the new regulations, Customs will ban the import or export
of all infringing goods, making such actions illegal and applying
strict penalties to violators. Customs will also provide for
direct access for foreign rightowners or tha2ir authorized
ropresentatives who seek Customs enforcement of their rights.

in addition, Customs will take the following actions:

o Establishment of a central recordation system by December

31, 1995 for the protection of copyrighted 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
may be infringed, data on specific suspected shipments of
infringing products, and any available information on export

of such goods. , -

o Seizurec and forfeiture of infringirg goods, and, following a
determination by Customs, their destruction if cthey are
copyrighted works, and their destruction or removal from the
stream of commerce if they are tradamarks.
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o Where possible under the Chinese Customs Law, Customs will
take direct action to punish infringers. 1If such action
goes 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. '

adninistrative Authorities

“nile it establishes a new, special structure to attack piracy,
China will also strengthen its existing administrative structure.
in its action plan, the central government has instructed local
authorities to make full use of the ample authorities of the
courts -- including injunctive and provisional relief -- and the
prosecutors. In each area, the National Copyright Administration
{NCA}, 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
the case of copyrights, where the authorities of the NCA are
w2aker than other agencies, the NCA will also draw upon the .
powers of the AIC, the Press and Publications Administration, the
Ministry of Radio and Television and the Ministry of Culture.

i

As is the case with the enforcement task forces, rightholders or
their representatives will be granted direct access to each ‘
authority in every locality. All administrative authorities will
follow the same guidelines for processing cases as the task :
{orces, make contact persons and phone numbers available, and

work directly with rightholders.

" Colleccion of Information

i

Foreign rightholders and their representatives will now be
2ntitled to collect information concerning infringement of their
rights -- provided that they follow Chinese laws and do not
engage in activities such as wiretapping. Information that
rightholders or foreign entities do collect will be admissible as
gvidence in administrative cases. ‘

Establishment of Representative Offices

For the purposes of participation in verification of cheir
"copyrights -- and monitoring of enforcement activities generally
-- trade associations that represent foreign rightholders, such

as IFPI, MPA, SPA, and BSA, will be permitted to establish
representative offices. Establishment of these offices, the ‘
right to collect information directly, and the direct access that
foreign rightholders enjoy under the Agreement to enforcement
strike forces and the administrative authorities all will greatly
enhance the ability of U.S. companies to gain adequate and
effcctive protection for their intellectual property in China.

Access to the System
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As part of a more general effort to make the current system
transparent and more responsive to the interests of rightholders,
each administrative authorzty 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 authoricies to which

rightowners or their representatives should appeal, and the
'emedles that are available.

In addition, by June 1, 1935, the State Counczl s IPR Offlce will
publish a compendium of all IPR laws, regulations, standards,
decrees and administrative guidance -- for use by rightowners and
their representatives to better understand and make use of
China’s new enforcement system.

finally, China has commltted to full publlcatlon of all such laws
and regqulations, including regulations on censorshlp

Digsemination of Information

As a means of educating the Chinese public, the Chinese media
will mount a nationwide effort to disseminate information on
intellectual property rights. The media will also give broad
publicity to viclations of IP rights, including cases of major
offenders. . - ‘ , i
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AMB. KANTOR: Good morning. If I can dzg this out of my pocket
we'll get going. You have our pressc release or ay statement. - I
obvicusly stand bLy everything in that. I won’t read it all to you.

"But [ would like fiwst of all to welcome Renato Ruggiero to the
United States ayain. He’s been here many times in hiz rareer. UWe had
very productive conversations not only this worning but over the
course O the last two or thrae wooks, and I'm very appreciative of his
cooperation and have been impressed by nis esperience and his breadth of
knowledge and hisz commitment, frankly, o nhat we're all: pursuxng. '

i

The Uniited 3States s announcxnn today that we will support Mr.
Ruggieroc as the first director general of the World Trade.
Organization. RAfter extensive convarsations with our trading
partners, l;terally fros all over the world, the Unitad States has
decided that it is in the best interests uf the World Trade
Orpganization and the United States, as well as our trading partners,
that we all fors a wonsensus around Mr, Ruggiero's candidacy.

Obviously 1t doesn't escaps the attention of any of you here that
we have had a contest that has been going on, ['s sure Mr. Ruggierao
thinka all too long. It resulted in a heaispheric impasse which, of
course, was not in anyone’'s interest. That has now begeen broken. Dr.
Kim Chul-su has withdrawn, the Korean candidate. We hope and .trust he
Wwill become A deputy director general of the Horld Trade Organization.

X We also have agreed that Mr. Ruggiero is going. to serve one term,
a tull four-year term, and that the next director general of the World
Trade Organication to succeed Mr. Rugpiero will he 3 non-kuropean.

This is an agreement reached among, [ would say, virtually all the
trading partners who fors the World Trade Organx.at;on.~
MORC s
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This consensus should be ratified through a series of meetings
tomorrow, I believe, in Geneva, from what I just understand. We
enthusiastically support Mr. Kuggiero, and would note that we have had
a serious and detailed conversations on a number of issues, and we do
have, as I think Mr. Ruggiero expressed it, a meeting of the minds.

Mr. Ruggiero?

‘ .

AMB, RUGGIERO: Well thank you very much, Mickey, for what you
have said. I am very glad -- you cannot be surprised —- I am very
glad to be here and to hear that I have the support of the United
States of America. Certainly it is not the —— formally the end of the
game for me. I have to wait at the moment in which all the
contracting parties will express their opinion, because certainly it
is not new to you that this —— the nomination, the appointament of the
dzrector general of WTO is nade by consensus. ‘

And what I can tell you is that I an not only satxsfled that

y I have the anriouncement of the backing of the United States to
Yappointment, but that Rmbassador Kantor, I mean has really helped
me and helped the process aof the consensus in the last period of tinme,
I mean with a very active role. I am certain that without -~ I mean
his active role, it would have been extremely difficult if-not
impossible for me to reach the consensus of all the others cantractxng
parties. So my gratxtude is very deep and very sincere.

I commit myself to be the director general of all the contracting
parties. I mean my asbition is to build my credibility on the fact.
that each one of the contracting parties of WTO will be my strong
supporters who will believe that defending the interest of the
ogrganization I am defending the interest of each one of thems, I mean,
and this has been the spirit in which I have always presented my J
candidacy and my, I would say, eaperness to have also the Rmerican
support, ‘ : ' : '

MORE
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We have talked of course akteuaively‘of‘nany issues. And realily
“there has been, I mean, this meeting of nsinds with Asbassadur Kantor,
“And as I say,; I had similar experience in many, manyaothov contracting

partises, bacause I always recall you that Lhiis is a'consensus exercise’
and if there was not the <ame meeting of the minds with other -
governments, I would never reach, [ ‘mean, or approach, the consensus..

‘What about? I aean, first of all, certainly there was the

question of creating a structure or counleting tha rreat1on of &
structure in the WTO which would be lean, vfficient, . and Credlble.
Credible 15 very ispartant, is very important because this ;
organization dJues not only organize rree trade, thi< arganization also
enforce the rules and the disciplines thal we have commttted in the
Uruguay Round. &a it is important that thic looks credible to each

une uf the contracting parties. And so it is extremely important also
that in the handling of this-gquesliun we are sure that at the end all -
parties are satisfied. It will be extremely zuportant, then, the
dispute settlement body and the appellate bady will roally be
efficxent and credxble to everybody.

1

i
1

Then 1in the dgenda the fxrst 1 wauld say, problea to face is the
full iaplementation, the full isplementation of all the commitments
‘that have been taken. You see, if I go to India, as I did, well, whal
do they tell me? Ah, Mr. Ruggilero, well, if one day you will becone
dircetor—general, we must be sure that, I mean, the textile side of
the llruguay Round hac to be implemented exactly as we agreed.

MORE | IR SRR
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If T go to somewhere else, they will talk to me ahont the least
develaping countries or about the net ;mpurtlng foods countries or
apout the agricultural comsitment. This is the nature, I mean; of our
life. And so my only engagement is I copait myself to inplement all
of the sngagements which have been taken in the Uruguay Round, taking
into account, | mean, everything in the interest of: everybody.
Certainly, ! mean, it*s exiremely important, the trahkparency. 1 mean
it's important that when we say that we want a credible mechanism —-
for instance, for dispute settlement, well, we have something that
people see that we are making a Job whxch is an objertive job, that
people understand what it’s about. S0 I du not know how we can create
the best possible transparenry. This would be a lot in the hands of
the contracting parties, as you kpow. | mean a lat- — the real e
.decision making power i3 not in the hands of. the diractor general, 1
read that this is one of the wmost important jobz in ‘the world., I
congratulata ayself —- (laughterl ~— but really, when [ go to Genaeva,
I sean, I have -- and T talk to the conlracting parties and the
ambassador, believe me I have not the sane impression. They want
immediately to »ay, "Look, look, well, you now come here,. but you are
servicing the contracting parties and you are not imposing at all or
even proposing sometimes, I mean, what we have to do or not to do.”
Dut anyway, in life there always there is a halanre to right and as ay
7 predecessors, all predecessars, and notably the last one, Peter
Sutherland, has shown us cometimes even if you have not strong
institutional power but you have moral suasions, yay have the
possibility to convince people where the good 11&5 then you can Nln
- Jjust the same and exert a lot of power. -
- Then there are the questions of the -~ certainly the new subjects
which 1s a very important one. RAs you know in the Uruguay Round at
the end there wan a list of comsitments for what could be the agenda.
And so for instance if you take agriculture there 1s a copmitment very
Clear that 1n the year PA30 we have to begin again new negotiations on
agriculture, on service liberalization, about from what is the
comaitmant ‘on finsncial services, about the unfinished business, you
have the cossitaent to increass the liberalization by the year 2000
‘and many other commitment of thls nature.

{

MORE
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Soc Llie agenda is more or less already has been agreed. I would
"say that thc agenda has been impruved and enlarged in Marakkesh. In
Marakkesh, I mean, theve was a very, very important aegreement un the
creation uf a conmittee on trade and envivonment, which is one of the
most essential, essential field of awtion of the WIO because we have’
really to strengthen mutually, I mean iamprove and strengthen, . Lhe
‘relatiunship betuween trade and environment. It will be vitally
important if we want to have grawth and -~ I mean, & weorld in which we
all can live. .

As somc delegations have propuswd, I -mean, to have a similar
structure for the prnhlem of labor standards., So, [ mean; there arv «
lot of queslions which i{n one way or another have bsen agreed. Well,
this is the agenda, this is the agenda. And of course now the problen
is how to implement this agenda; which come first, I mean how Lu ural
with Litis problea or that probiem. RAnd this is cartainly, I amean 1is
not my decision-making power, whiclh I do not have in these fields.

‘But certainly it'a the fialds of the contracting parties. Bul
certainly we have to see, hands 1in hands, the structure of the
(socretariat ?) and the cantvectang parties, how we wili 1mprove.

Well, I think that tnis has been more n» less also a picture. of
what we have discussed many times, I mecan in the past and in the
present. | think that this is more or lesc also the picture of how
the situation will evolve. You have ay persanal engagesent that I
will do sy job with really the maxisum of objectivity, Hno I's also
very glad to see that in this spirit, I sean, there;has been; I
repeat, a big, a very complete meeting of our uznds, b.tuaen
ambaasador Kantor and myself.

! must confess that we had a similar weeting of our winds since
the first ameeting in June last year in Paris. And always, | mean, we
nave approached the prahles with a vision which has been always very
much the samé, if not the sasge. \ :

MORE
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L -
'Sc now I'a ready to answer to yourxquestions;
Yes?

R Will you share with us some of your thoughts as an
economist and tell us to what point has the Mexican economic crisis
affected world trade, and also if you have specific plans for the
develaping countries vis—a—-vis industrialized countries? Has the
spectrum changed because of the Mexican crisis?

AMB. RUGGIERO: Well, personally speaking, I think that we have
"to see the Mexican crisis in a perspective of what happens and can
happen in the growth process of a developing country. I mean, no one
can expect that such a huge and complex process, the fact that now
there are half of the population of the world entering into the market
econamy, which amsans going froa absolute poverty into, I mean, a
growth process, well that all this will be -— 1 mean, will go on
~khout problenms, without orisis, u:thout dxfficu1t1es

So I don't think that we must be OVer—p sanist:c,’és perhaps we
have been in a certain time over—optimistic about the possibility that
this incredible and stronp progress that has. been pade in many.
econcmies in the developing world would go ‘indefinitely without any
problems. 1 think that we must have a much Tore objective and relaxed
oepinion. But this is the most important aspect of the futuwre of WTO,
to create a structure which will really integrate the developing.
country. into the world trade system. And I think that thxs is an
episode, no more than that. ‘ !

a Mr. Ruggiero, did you reach a ueetxng of the minds with
Ambassador Kantor abaut the role of labor and the envxrnnnent in the
WTQ? Is that part of the meeting of the minds? -

" AMB. RUGGIERD: Well, . we reached an agreeaent and the meeting of
minds on (all the ?) subjects, which does not mean that we see the
question exactly in the same way, but it means that certainly we see
the problem —— that there is no argument that at the end has to be
excluded from talks and from the dialogue.

~ MORE
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We have Lu see how, when, butlcertaxnly, T mean, we ‘all agreé that it
would be difficult to see and to wxclude arguments which have been raised.

Q Let me ask.ﬂwbaésaaor Kantor tn come in at this stagc.
AMB. KANTDR: 1TIt’s going very well. (Laughter.)

@ 1 just want to ask you, Ambassador, clearly Mr. Ruggiero
was not the United States first choice. B ‘

AMB. KANTORs That's one of Lhie worst kept secrgks -

AMB. RUGGIERG: (Laughs.)

HAMB. KANTOR: -—— that wé‘ve had in this antire press conflerence.

Q How worried - how worried, or were you concerned that the arbiter
of worid trade disputes is going to be a European and may be swayed by
Curopean powers to put their interests ahave these of this hemisphere?

AMB. KANTOR: We're fully satisfied with --

Q ﬂnbéasédor -

AMB. KANTOR: Excuse me, (Lee 7). [D'm sorry. I'a sorry, Renato.

Everyone heard the question? We're fully satisfied thal Mr.
Rupggiere, upon assuming the .director-generalship, will operate in the
best interests of cupanding trade in vpen markets, that he will
iaplement tully the Uruguay Round accords. We had & discussion aver -
the full ranys of issues that concern not anly the United States but
these trading partners with whom we were dealing, and there were a
-great number in the last two weeks, and each of the respuunus was ——
wore than satisfactory, helped us build this conssnsus. 1 think that
the apprsach that M, Ruggiero takes to these guestions, which was the
eritical examination, is fully saticfactory to everyone involved,

Q Anbassador Kantor, in these discussions with Mr. Ruggiero
and with other tradinpg partners, uwhat is the nmost ;nportant assurance
~that you receavod from the U, 3. perspectzve’

AMB., KﬂNTOR: Well, some of the assuranco;, of course, you see in \
the press relecase itself and what lias been said by Mr. Ruggiero:
earlier, which havé to do with tevrs and succession and cuvuperationg
which are fully == he -= all -~ Mr. Ruggisro has just through a nunber
of things, I call them the three A’s — the appellate body,
agriculture, we also talked about accession.
MORE
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We talked about transperency, as he was gquite articulate in just
reviewing, and also we tallied about the Marrakesh devlarations. In .
all of those, We were quite detailed in our discussions, FAnd this
goes for our trading pariners as well as for Mr, Hugglero and between
and among 3ll of us, and I think that we're fully satisfivd with where
we are at this point. ,

{
\

Q What kind of assurances did you receive v Lhose issues you
ratsed? o :
AMB. KANTOR: ‘Well, lct ame just let me Le — Lhis is a

contract organization. It aperatas hy consensus. Ne one ~- this iz a
matter of leadership, wui dictatorship. So mr, Ruggierc has a
responsibility, which we're fully satisfied he can carry ouly to
provide the kind of leadership that will lead us to ‘eonsensus on these
impartant issues. .

Q - But obvzously these assurances are important to you.
You' ve stressed e (1naudxb1e) — speciflc.

AMB. KANTOR: They're very important to us, and we werc very
& specific. And. we’re very satisflied.

@ Mr. HBbassador, will the U.S.-Chinese —— .
AMB. KANTOR: UWhich ambassador would you like liere?
e} Hell, 1 ha;e a4 question for -- .
AMB. RUGGIERD: Too many. |

G ~- bath of you, 50 for ﬂmbaasad;r Kantor‘%—
AMB. KANTOR: Yes? |

. Q - will the U.S5./~China talks hegin in m:dnnprzl ag you
mentioned after your return from Beijing?

Aud =y question Tor MP. Rugglero is, what is your view on China's
accesszon to WTO?

BMB. KANTOR: As you know, we reached an eight-pnint agreement
during the course of thosc talks., It was advanued by the Chinese
negotiators that mid-April would be a good point at which to wmejein
these talks in Berneva. 1 hope We can confira that as soon as
possible.

©

AMB, RUBGIERG: If I may adJ just a comment on the question that
was asked to you ahaut my reliability az —< well, epart from Lhe fact
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Ehat I think it would be extremely, extremely bad for me if I could
not have received full reliability From the American administration as
from all the other contracting parties, out I will tell you just one
thing. In the European Community, where we have some experience about
nationality and interests, as you know, I mean, what we do gensrally,
when we have to appoint, I mean, the member of the commission who
deals with fishery policy, who we are choosing before, I mean, the
vote in a region -— (inaudible), because certainly at that moment you
have a man who has the good knowledge of the problem and certainly you
have a man who has the ability to understand what are the genaral
interests that he has to serve and to serve the general interests. I
mean, if you want to have a man who is really obgeetlve regarding
European policies, you have to choose a European because you are sure
that at that moment he is obliged to be objective.  But that's just a
comment. »

MORE
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 Now about Chinay, I think that the problem of accession, which we
have discussed with Ambassador Hantor, is certainly one of the anst
important tn ouwr tuture. Why? Firet of all because, if we talk about
a world organizaﬁiuu, it is very ditficult to imagine that the world
organization is an organization in trade without partners like (hina,
which 1s the llth exporters and the 11th 1nportevs in the¢ world, So
practically, ! mean, we need China. . , «“

And then beacause cerfatnly we have to create an oryanization
which promotes free Lrade bBut promotes frae trade in the frameworks of
,rulpc and d;sc;pl:nc' and an enforcesent system., So, | mean, it i<
our interest to have as many as possiblc trade partners in Lhe same
‘.ysten, that we play the gane xn the same way.

Third, last‘but nnt lea:t, of course the accessiun is not just
enter;ng* I mean, somewhere as you like it, but you have to have the
right balance of rights and obligalions. whlch have to be accepted 1n,
1 would say, the full sp1r1t of participation.

MORE
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S50 the problem is not yes or ng., The problem is also herc a probleu
aof negotiation, (<o that ?) the interest is yes; but certainly ws have
to be sure Lhat China, as anynné elce, anyone else, and I mean it 1s
not the problea of China, really makes all the appropriate commitments
before entry into the system. I think this 1s 1n the interest of
China even before the interest of WTO.

SIAFF: Let's take one more question, okay?

a " ‘Do youy in yuur cobeitment to agriculture, actually msean
anything, given that it?'s already bewn agreed that agriculture will be
involved in the next round of multilateral negotiatiuns and that you
would be coupected anywdy to have regular contacts uzth the Ca;rns ’
Group and that --

AMB. RUGCGIERD: It means that I will do ay best; because even
nere -— don’t forgaet, even here, 1 sgean, I have not decicion-saking
power ~= that I will do my best that all the comsmilments taken for the
past, the present and Llie future in the iJruguay Round, will be fully"
implemented and in good faith. This could appear easy; it is not '
Qasy. . . -

Thank you.

STAFF:1  Thank yuu very auch.
AMB. KANTOR: Ihank you. - R

END
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" NATIONAL PRESS CLUB |
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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 accomplishments 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, foster growth, and build global stability. As we look toward the future, our |

~ policy will focus on three areas: implementation, enforcement, and expansion.

In just over two years, 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 with' 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 procurement agreement in history with the European
Union, 14 agreements with Japan, and an agreement covering 80 percent of global
shipbuilding. In addition, his Administration completed scores of other bilateral trade
agreements including textile agreements. :

President Cllnton § trade policy is part of an economic strategyu to keep the Amencan dream

alive as we move into the 21st century. His Presidency is dedicated to policies which

* promote capital formation, foster growth, create jobs and raise standards of 11v1ng for

working Americans.

' 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 opportumtles and challenges for

ordinary workmg American famlhes

. Pre31dent Clinton understands that future prosperity in the Umted States depends on our
- ability to compete and win in the global economy. He has based his trade policy on three

bas1c truths about the era m which we hve

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

Where our economy was once largely self contained, now we are increasingly interdependent
with the rest of the world. This change began decades ago, but has accelerated in recent

~ years. Twenty—seVen percent of our economy is now dependent on trade.

This global economy offers tremendous opportunities for Amencan ‘workers. Over 11 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-wa'ge jobs.

Trade is important to other economies around the world not Just the United States however.
Over the last five years, global exports have increased 32 percem Goods, services, capltal
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 opportunities for growth here at home lie in
providing goods and services to the other 96 percent. Given this fact, opening markets,
expanding trade and enforcing our trade agreements are more 1mportant than ever to
fostering growth here at home. :

2) Trade is increasing]y ccntral to 6ur foreign policy.

With the end of the Cold ‘War, and the growing importance of trade to our economy, ’
€conomic. concerns are now as evident in our foreign policy as strategic, or polltlcal
concerns.

After World War I and during the Cold War, the United States used trade policy as part of
the strategy to help rebuild the eéconomies of Europe and Japan and resist communist '
expansionism. We led the world in global efforts to dismantle trade barriers and create
institutions that would foster global growth. -

During that period, we often opened our ‘market-to the products of the world without
obtaining comparable commitments from -others. As the dominant economic power in the
world, we could afford to do so. And as part of a strategy in the Cold War, we needed to do
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 opening 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 newly. industrialized nations,
such as the so-called Asian Tigers, became increasingly productive, wmmng 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 pohcy and foreign pohcy '
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T
~ 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 prospenty is through opening
your markets and trading with the world. Those economic reforms, in turn, 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, because as the middle class grows, stablhty 1ncreases as does their ability
to buy our goods and servwcs

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 our heads in the sand, the problems of other nations will simply go away. But
history has shown cutting ourselves off from the world is a sure formula toward a Iess
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, ini turn, 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 American 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 :

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.

‘Presrdent Clmton has embarked on a course that would give Amencans 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 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 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 Administration and said "In the face of all the pressures to do the reverse, we
" must compete, not retreat."” :

President Clinton has followed through on this policy with resolﬁte 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. turn 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. '

t

1995 Trade Agenda

Our trade agenda i$ now entering a new phase. We must get down to the hard work of
reaping the benefits 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 'time to rest on our laurels.

I characterize our trade agenda for the foreseeable future with three words: 1mplementat10n
¢énforcement, and expansion.

Implementation L o . L

Our trade agreements are mere pieces of paper unless we pursue their dictates in a v1g0rous
manner. « R A

Our first priority is to implement the Uruguay Round, and begm ‘building a World Trade
Organization that works as conceived, w1th dlsmplme by consensus, with all countries living
: up to their commitments. :

The Uruguay Rourid is a smgle undertakmg Before the Uruguay Round, between 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. Non-signatories were allowed to
enjoy he benefits of more open markets without correspondmg 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- pohcy 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 industrial products will fall by more than 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. industries.

It is cntwal that we complete successfully the unfinished busmess of the Uruguay Round in
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 tire.

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 importance 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 pnonty for us. We will launch negouatxons with Chile by
May of this year. .

Finally, it is important to note that increasing interdependence émong nations requires all of
us accept new responsibilities, which means we must begin to address internal domestic -
policies which distort or inhibit trade, including a nation’s actions -- or inactions -- regardlng
anticompetitive business practices, lack of transparency, corrupt practices such as bribery,
and adherence to environmental or internationally recognized labor standards. We began to
address these issues in the NAFTA and we will contmue to.do: so

An area of great concern to this Administration is the lack of openness in mulnlateral
proceedings. International institutions are closed to outside observers. This must change.
Because trade is increasingly important to the livelihoods, not just of Americans, 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 public access to, qnd confidence in, that system.

~

Enforcement

During the Cold War, the United States often looked the -other way when countries 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 reap the opportumtles in the global marketplace,
all countries must accept the respornsibility to open their markets:

Enforcement of both international trade agreements and U.S. trade laws underpins our entire
approach to trade. Since we are the world’s largest trading nation, it is in our mterest to .

“strengthen the rule of law and institutions. We have made it clear that promises are worth
nothing without effective rules, dlspute settlement procedures, and remedies.

We will closely monitor the agreements we have reached, as we,l‘l as those negotiated in

. previous administrations, to ensure that other countries live up to their commitments. Of
course, if a country is not living up to its WTO obligations, our first course will be through
the strengthened dispute setﬂement 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 frequently been amused by the reaction that is triggered when the United States

initiates an action against 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

posmon as the world’s largest market to open foreign markets. Some people seem to think

: that signing an agreement is enough. I don’ t.



-Our willingness to use our trade laws has contributed to many of our successes. For
example, our recent 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 pmwde 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 Trade Act. While in China, I also signed an historic space launch agreement, and
we reached an "eight point accord" that is a roadmap for our work to resolve differences
over market access, services, agriculture, and China’s accession to the WTO.

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,
but also leads to a better society. Enforcing the law -- for example, cracking down on
copyright pirates, -eliminating unfair trade practices, halting textile transshipments - helps
both our economies grow. 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 1mportant focus of our trade efforts in the commg months as we work to
develop reciprocity in our tradmg relatmnshlp :

Japan. Our enforc:ement Strategy also underpms 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 barriers that are a combination of government and private industry
exclusmnary practices and a myriad of non- transparent unpubhshed rules and regulations,
known as admmlstrattve guidance." : .

~The cornerstone of the Clinton Administration’s trade policy toward Japan is the Framework,
which represents a practical, market-based, "results-oriented" approach to dealing with these
non-market barriers. In 1994, we reached significant agreements under the Framework in
such areas as telecommumcatlons, 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. These complex regulations constrain the
country’s economic growth, hurt Japanese consumers and impede foreign access to the
Japanese market. We have been disappointed thus far 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 announcement of a five-year deregulation plan on March 31.

A high priority area for our trade relationshlp 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 total trade deficit. Discussions 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 Sectmn 301 1nvest1gat10n 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 United States has shipped 400,000 cars to Japan. This 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 estlmated that we lose over $40 billion a year in exports asa 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 to 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. s A

We are particularly concerned about continuing problems in Brazil, Argentina, and Turkey,
and new problems in Singapore, especially regarding product patent protection of
pharmaceuticals. We look for these countries to make srgmﬁcant 1mprovements if they w1sh
. to avmd a major trade confrontation with us. :

Expansum N
The other area of focus in the coming months is expansion, that5is, to build 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. m Asia, as well as the Free

t Trade Area of the Americas.

G-7. Last year in Naples, the President challenged his colleagues to begm thmkmg 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. 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 opportunities to pursue spemﬁc mmatwes as well as to
begm to plot a course for a new WTO 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 in the
on-going 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 further cooperation in
implementing the Uruguay Round agreements, for example, moving forward in key areas
such as transparency and dispute settlernent and the prospects for cooperation in the
standards area. : .



I expect that OECD Ministers in May will endorse negotiations on a multilateral investment
agreement. The United States supports these talks. Negotiations will be tough, but we all
know that trade follows investment and this will be an 1rnportant 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 still much more that could be done to
increase Transatlantic 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 is

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

Latin America and Asia. Our trading partners in Europe and Jz’xpan of course' remain
critically important. But future opportunities for growth and new _]Ob 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 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 will form the Iargest market in the world, surpassmg 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. trans-Pacific trade was 50 percent more than our trans-
Atlantic trade in 1992. Our exports to Asia account for over 2 million 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
exports to the E.U. and Japan ($216 billion). 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 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 equ‘if)ment computers to
consumer goods. Furthermore, we can lock in economic and pohtlcal reforms in developmg~
countries and the former communist world through trade agreements

That’s why we are moving forward with the commitments we made to expand trade in
Indonesia with the Bogor Declaratlon and in Miami with the Free Trade Area of the
Americas.

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
cooperatlon on economic issues. Now, because of President Chnton 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. "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 which buﬂds 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 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 approval by leaders at their next meeting
to be held in Osaka this coming November. In-addition, ofﬁc1als are working on some short
term results, such as simplification of customs and standards processes, improvements in
telecommunications and 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 population, 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 reglon are critical to future growth and j()b creation in the United
States.

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

In June, the trade ministers 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 NAFTA 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 makmg concrete progress over the next.
year and beyond.



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 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. The European Union and the Southern Common Market have agreed to negotiate a
. recrprocal trade agreement. :

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

Conclusion

President Clinton has based his Administration on a clear concept: to do everything possible
to raise standards of living and improve the lives of working 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 make 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 opportumues for workmg Amencans
create jobs and raise standards of living.

The President put it best in a speech last November;, T | r)_t'er,,, tl

policy must be an unbreakable link between what 'we global marketplace and
what we do to empower American workers to deal with that marketplace "

Americans need not hide behind their fears, but must boldly burld a new country of peace,
growmg prosperity, and economic security.

Thank you very much. I will be happy now to take questions. é
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TESTIMONY BEFORE THE |
SENATE FINANCE COMMITTEE
’ APRIL 4, 1995
AMBASSADOR MICHAEL KANTOR
Mr. Chairman, it is a pleasure to appear here today to discuss
with you President Clinton’s trade policy and the principles that
guide it. We recently released the USTR Annual Report, which
outlines our accomplishments for last year, “and our challenges
for this year. Last Friday we released the!'National Trade
Estimates report, which-details barriers to'U.S. exports. So it
is particularly approprlate to discuss the opportunities and
responsibilities we face in the coming years.

In just over two years, President Clinton and his administration,
with bipartisan support in Congress, advanced and then ‘ensured
the passage of the North American Free Trade Agreement; set our
negotiations with Japan on a new ccourse 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 with 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 procurement agreement in
history with the European Union, 14 agreements with Japan, and an
agreement -covering 80 percent of global shipbuilding. In. '
addition, his Administration completed scores of other bllateral
trade agreements, 1ncludlng textile agreements

"President Clinton’s trade pollcy is part of an economic strategy
" to keep the American dream alive as we move into the 21st

century. His Presidency is dedicated to policies which promotew
capital formation, foster growth, create jobs and ralse standards
of living for working Americans.

His strategy reflects an age that is marked by tremendous change,
on the threshold of a new century ‘The end 6f 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.

Presidernt Clinton understands that 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 increasingly important to the U.S. economy.

- Where our economy was once largely self contained, 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 percent of the U.S..
economy . : . '



This global economy offers tremendous opportunities for BAmerican
workers. Over 11 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, expanding trade is crltlcal to our effort
to create good high-wage jobs.

Trade is important to other economies around the world, not just:
the United States, however. Over the last five years, global
exports have increased 32 percent. Goods, services, 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 opportunities for growth here at home’
~will depend in part on providing goods and services to the other
96 percent. Given this fact, opening markets, expanding trade
and enforcing our trade. agreements are 1mportant to fostering
growth here at home

T '
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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 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 barriers
.and create institutions that would foster global growth.

During that period, we often opened our market to the products of
the world without obtalnlng comparable commitments from others.

As the dominant economic' power in the world, we could afford to
do so. And as part of a strategy in the Cold War, we needed to do
SO. . . :
Desplte the uneven commltments, the resulting expansion of trade
fueled rapld western growth, which ultimately proved to be the
winning card in the Cold War. While these, then communist
countries, closed off their economies from domestic and
international market-driven competition, and stagnated, the
western world puréued the opposite strategy of opening up their
markets to 1ncrea81ng internal and external competltlon and
prospered :

But now we are no longer the sole dominant EConomic_power in the
world. We are the world’s 1arg§st economy -- and largest trading
nation -- but our economy, h 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 newly
industrialized nations,. such as the so-called Asian Tigers, A



became increasingly productive, winning a share of our market,
without openlng 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 w11l 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.

In addition, it is crltlcal to fosterlng global stabllity that we -
expand economic ties with other countries. Nations around the
globe have found the best road to prosperlty is through opening
~markets and trading with the world. Those economic reforms, in
‘turn, 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, because as the middle class’
grows, Stablllty increases, as does thelr 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 our heads in the sand, the prablems of
other nations will simply go away. But hlstory has. shown cutting
ourselves off from the world is a sure formula toward a less
successful and prosperous country.

3) Our natlon s economlc strength beginS‘atﬂhome.”
Trade negotiations and trade agreements open new opportunities
for American workers and firms. All of us, in turn, 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 American 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 .

American workers compete against highly educated high-wage
workers in other courntries as well as low-skill, low-wage
workers. We must make sure everyone achleves their full
potential. 3‘ A

President Clinton has embarked on a course that would give
Americans the tools to succeed in the new economy He enacted the
largest deficit reductlon package in hlstory, 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 Rigﬁts, welfare reform,
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deficit reductlon, and the second wave of the relnventlng
government effort. . |

v

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 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 Administration and said "In the face of all the pressures to
do the reverse, we must cempete, not retreat

President Clinton has followed through on this policy with
resolute con51stency 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 cut ourselves off from
the world, the United States has renewed its commitment to remain
ehgaged in the world and contlnue ‘the U.S. leadership role in the
global econcmy. IR *

1995 Trade Agenda . ‘
Our trade agenda is now entering a new phase. We must get down to
the hard work of reaping the benefits 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 time: to rest on our
laurels. ' ' '

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

Implementation ‘.
Qur trade agreements ‘are mere pieces of paper unless we pursue
their dlctates in a vigorous manner.

Qur first prlOrlCY'lS to implement the Uruguay Round, and begin -
building a World Trade Organization that works as conceived, with .
discipline, by consensus, with all countries living up to their

commitments. ' ' g ' : '

The Uruguay Round is a single undertaking. Before the Uruguay
Round, between 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 SLgn Non-signatories
were allowed to enjoy he benefits of more open markets without
“corresponding responsibilities. It was a classic free rider
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system.

Under the Uruguay Round, we insisted that all 123 countries that
signed the agreement, 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, 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 responsxblllty 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 industrial products will fall by more than 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, strengthenlng key U.s. industries :

It is critical that we complete successfully the unfinished
-business of the Uruguay Round in 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,
insurance companies, and securities flrms from a number of key
countrles by that time. - g - -
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We will continue to 1mplement the North Amerlcan Free Trade

Agreement. Mexico’s economic partnership with the United States
is c¢ritical 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 negotiations with Chile by May of this year.

~ Finally, it is important to note that increasing interdependence
among nations requires all of us to accept new responsibilities,
which means we must begin to address internal domestic policies
that distort or inhibit trade, including .a nation‘’s actions -- or.
inactions -- regarding anticompetitive business practices, lack
of transparency, corrupt practices such as bribery, environmental
policies and internationally recognized labor standards. We began
to address these issues in the NAFTA and we will continue to do
so. _ : ' 0 ' '
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 change. Because trade
is increasingly important to the livelihoods, not just of
Americans, but people around the world, we simply can no longer
tolerate such a closed system., The credibility ©f the global
trading system depends on greater public access to, and ‘
confidence in, that system. ' ‘ o
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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 commitments, 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. i

Enforcement of both international trade agreements and U.S. trade
laws underpins our entire approach 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 effectlve rules,
dispute settlement procedures, and remedies';

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

I have frequently been amused by the reaction that is triggered
when the United States initiates an action against 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. Some people 'seem to think that
signing an agreement is enough. I don t

Our willingness to use our trade 1aws4has contribut&d to many of
our successes. For example, our recent agreement with China
epitomizes this strategy. : : i

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 property 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 Trade Act. While in
China, I also signed an historic space, launch agreement, and we
reached an "eight point accord" that is a roadmap for our work to
resolve differences over market access, services, agriculture,
and China’s accession to the WTO. ' :

Underlying these agreements is a much more fundamental concept --.
. the rule of law. Respect for the rule of 1aw 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, eliminating unfair trade practices, halting

textile transshipments -- helps both our economies grow. Respect ' -

" for the law 15 also contagious. It improveslhuman 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 enforcement 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 obstacleés to market access in Japan. Difficulties faced
by U.S. firms stem from trade barriers that’' are a combination of
government and private 1ndustry exclusionary practices and a
myriad of noa-transparent, unpublished rules and regulations,.
known as "administrative guidance.":

The cornerstone of the Cllnton Admlnlstratlon s trade policy -
toward Japan is the Framework, which represénts a.practical,
market-based, "results-oriented" 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 monltor closely
Japanese implementation of these agreements

In addition, we continue to press the.Japanesergovernment to take
bold action to free up over-regulated sectors of the Japanese
economy . These complex regulatlons constrain  the country’s
economic growth, hurt Japanese consumers and impede foreign
access to the Japanese market. . ; . .

A high priority area for our trade relationship 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 total trade deficit.
Discussions 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. 1In addition,
on October 1, 1994, we initiated a Section 301 investigation of
Japan S vrrtually closed ‘market for replacement auto parts.

In the last 25 years, Japan has exported 40 mllllon cars to the
United States. During the same period, the United States has
shipped 400,000 cars to Japan. This imbalance must be addressed.
‘Korea. ‘I would also like to say a few words 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
shlpbulldlng sectors. And U.§. exporters are constantly harassed
by significant layers of often unknown and unpublished
regulations and endless regulatory requiremerits which are
contrary to international norms. Bilateral agreements 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. : S : o

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 Sanitary and Phytosanitary
Agreement. Yesterday we requested dispute settlement
‘consultations regarding Korea’s. testing reguiréements for
agricultural chemical residues. Fruit was rotting at the port
while exporters waited for as long as three weeks to receive the
test results. .Today I learned that Korea intends 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.S5. meat exports, but a wideirange of food
products. -

We also depend on U.S. trade laws to enforce the numerous U.S. -
Korea bilateral agreements. The Section 1377 telecom review is
essential in enforcing our 1992 telecom agreements with Korea.

Two weeks ago we successfully negotlated a deal worth over $100
million to U.S. telecom companies. We intend to enforce our laws
and those of the WTO without hesitation.

Intellectual Property Rights. Intellectual property protection
has been a significant feature of our trade policy. Piracy of
intellectual property is a problem in numeréus countries around
the world. One study estimated that U.S companles lose over $40
billion a year as a result of plracy ' . .
Negotiating trong IP agreements and enforc1ng them has taken on
new urgency because of the increased importance of our .
intellectual property industries to our national competitiveness.
Our copyright.-based industries are growing at twice the annual
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 about continuing problems in
Brazil, Argentina, and Turkey, and new problems in Singapore,
espeC1ally regarding product patent protection of
pharmaceuticals. We look for these countrles to make 81gnlf1cant
improvements if they WlSh to avoid a major trade confrontation
with us.

Expansion ' ‘ a

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. In partlcular we will
. pursue the Free Trade Area of the Americas, it is critical to
hemispheric growth that we movk forward with the FTAA. And we
must move forward the process started by the‘Bogor Declaration,
the commitment made in Indonesia to ellmlnate barriers to trade
and investment in Asia. I will discuss these‘two in a moment, but



first there are two areas of trade expan51on 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. 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 opportunltles to
pursue specific initiatives as well as to begln to plot a course
for a new WTQ agenda » :

First, I wlli_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 in the 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 Aprll
1996. Additionally, we shall explore further cooperation in
1mplementlng the Uruguay Round agreements, for example, moving
forward in key areas such as transparency and dispute settlement,
-and the prospects for cooperatlon in the standards area.

I expect that the OECD Mlnlsters in May w1lllendorse negotiations
on a multilateral investment agreement. The United Statesg,
supports these talks. Negotiations will be tough, but we all "
know that trade follows investment and thls wlll be an important
1ssue 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 still much more that could be
done to increase Transatlantic trade. The Administration is
studying a number of options for the U.S. Eufopean trade

relatlonshlp

1
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 is great long- -
term potential for U.S. trade and investment in the region.

" LATIN AMERICA AND ASIA

¢ . ’ .
Our;trading'parfners in Europe, and Japan, of' course, 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 commltments we made to expand trade in
-Indon881a ‘with the Bogor Declaration and in Mlaml with the Free



Trade Area of the Americas.

-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.

FTAA. Latin America is a key area of focus for trade expansion
through the FTABA. It is critical that we move forward with the
FTAA to foster hemispheric prosperity through economlc
partnershlp Let me explain why .

As a result'of efforts to reform their econétmies countries in
Latin America are exploding with growth and trade with the United
States. In recent years, Latin America has been the second
fastest‘growing economic region in the worldﬁ :

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

The results have been stunning. The "lost 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 dlglts in most natlons

" The United States benefitted from economic reform'in‘the,
hemlsphere U.S. exports to Latin America jumped from $30
billion in.the mid-1980s to over, $78 billion:in. 1993, creatlng
600,000 additional export-supported jobs and employlng 1.3
million U.S. workers

U.S. exports to Latin America now approximate our exports to the
European Union, and, if trends continue, may reach 5232 billion
by 2010, greater than our combined exports to the E.U. and Japan
(8216 bllllon)

It’s not just geographic proximity that accounts for this
explosion of trade. By reforming their economies, developing
countries have unleashed a tremendous demand for everything from
consumer products to capltal goods and the materlals needed in
major infrastructure projects. L

Latin Amerlcans 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 times as much as a country s next largest
trading partner

‘.
.

However, the average Latin American tariff is still over four
times the average U.S. tariff. Although a number of non-tariff
barriers have been removed, Numerous non-tariff barriers remain.
. U.s. firms continue to face some investment !'restrictions and
inadequate intellectual property protection in the region.

The opportunities -- and problems -- in Latin America are

1
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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 America 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 NAFTA and the Uruguay Round, where each
side accepted the same obligations. . [

Recognizing this hlstorlc moment , President-blinton hosted the
Summit of the Americas last December in Miami, the first time in
30 years that the natlons of this hemisphere have gathered

- together.

The 34 demociratically elected leaders enthu51ast1cally endorsed
the. U.S. proposal to construct "The Free Trade Area of the-
Americas," or FTAA, by the year 2005, with substantial 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 work towards 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 concrete progress over the next year and beyond.

Chile’s accession to the NAFTA will be a flrst strateglc step in
creating the FTAA.

f
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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 tradlng arrangements in Latin .
America, of which the NAFTA is only one. All are different in
nature and scope, but they share a goal of reduCLng trade.
barriers and openlng markets.

In addition, countries outside the hemisphere.are keenly
interested in Latin America. The European Union and the Southern
Common Market have agreed to negotiate a reciprocal trade '
agreement. China, Japan and Korea are investing heavily in Latin
America. .
What happens if the United States is not 1nvolved in Latin
America? U.S. firms, workers and farmers will be placed
increasingly at a competitive Hisadvantage. 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

1 S



to create jobs and promote growth in.this country.

We have a historic window of opportunity now. Countries in Latin
‘America want to create an FTAA. It is clearly in the U.S.
economic interest to make thlS happen. |

. 7 +
We want to make sure this integration occurs on terms that are in
our mutual interest. That means eventually establishing a common
set of trading rulés for the whole hemisphere, based on high'
standards of openness to match our own, not: a maze of agreements
that compllcate, 1nstead of enhance, commerCLal relatlonshlps
APEC 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. trans-Pacific trade was 22
percent more than our trans-Atlantic trade in 1992. Our exports
to Asia account for over 2 million 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 bllllon

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 objectlves on one common
goal: the achievement of free and open trade and investment in
the Asia Pacific region by no later than 2020. "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 which builds upon and "broadens and
deepens" Uruguay Round outcomes within the reglon

The first post-Summlt meeting of APEC senlor‘offLCLals 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 developlng a concrete, credible and
comprehensive action plan to implement the Bogor mandate. This
plan must be Pompleted for apﬁroval 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 transportatlon lnfrastructure, which -
will add momentum to the APEC process and be of lmmedlate beneflt
to bu51nesses

APEC members account for over 40 percent of ‘the world’'s
population, 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 creatlon in the Unlted States.

Fast Track '

I look forward to working with you in the coming weeks and months
to establish a consultative arrangement. Faét—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 balances the responsibilities of the executive and
legislative branches of our government .

We need fast track to pursue opportunities in the world’'s fastest
growing economies, countries that now restriot access to their
markets but that show huge potentlal for our exports.

Other Issues. There are a few other lssues that we will need to
address in the coming weeks.and months, in particular, graduating
Bulgaria under Jackson Vanik, granting Cambodia Most Favqgred
Nation status, implementing the historic shipbuilding agreement,
extending the Generalized System of Preferences, or "GSpP",
program, enacting a Caribbean Basin Initiative program, and
establishing the U. S Israel Free Trade Zones A

Finally, I know the Finance Commlttee .will take up Senator Dole’s
proposal, S. 16, The WTO Dispute Settlement 'Review Commission
Act, on May 10. The Administration supports '‘Senator Dole’s
‘efforts and stands ready to work with him and the members of thlS
committee to ensure the creation of an approprlate review
commission.
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Conclusion ;
- Mr. Chairman, President Cllnton and a bipartisan. coalltlon in
Congress have proven their dedication to doing everything
possible to raise 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 for working Americans,
create jobs and raise standards of living.

. . . [
The President put it best in speech last November: "The center,
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 Amerlcan workers to deal with that marketplace.'
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Americans need not hide behind their fears, but must boldly build
_a new country of peace, growing prosperity, and economic

security. I look forward to working with you thls year as we work
to achieve that goal. Thank you very much.
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