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Statement of Ambassador Michael Kantor 

Prepared for Delivery 


U.S.-China Business Council 

January 31, 1996 


In the sixth century AD, Chinese engineers perfected a new technology for building 
bridges across small rivers and , streams .- the use of iron link chains for suspension. We should all 
hope this skill sU1"\~ves in modem China~ In the coming months, our country once again will 
engage in a broad debate over u.s. China policy. It's a debate that in many ways is about 
building bridges. 

The end of the Cold War has presented us with an historic opportunity to place our 
relations with many countries on a broader and more positive fo~ndation. A foundation based not 
on mutual suspicion -- but on mutual cooperation; a foundation built not on mutual threats •..: but 
the potential for mutually assured security andprosperity. 

The United· States and China can achieve thismutual prosperity. I want to focus my 
remarks today on opportunities and obstacles. In particular, I w!U1t to talk about the potential in 

, . 

our trade relationship with China, and China's responsibilities in working to meet that potentiaL 

It is an understatement to say the U.S.-China relationship is multifaceted. China plays a 
central role in maintaining peace and stability in Asia -- a situation ofgreat importance to our 
nation. We have continuing concerns with China in areas ranging from non-proliferation to 
environmental protection. , We have a deep and abiding interest in human rigbts. And 
increasingly, trade is center-stage in our relationship. 

Let me start with a simple proposition: We will never achieve China's full integration into 
the international community by building walls that divide us. THe most repressive periods in 
modem Chinese history did not occur in times of open exchange -- they occurred in times of 
isolation. 

To promiJte our multiple interests, this Administration has pursued a policy ofengagement 
with China on all fronts, We will continue to do so. 

But let me be clear about what we mean by engagement. President Clinton came to office 
with the strong view that engagement With China does not mean ignoring our differences. It' 
means we actively engage China to resolve our differences. We will not and you should not make 
apologies for China's human rights record. 
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Despite our differences, trading with China is an important part of our broader 
engagement strategy. 

American products themselves carry the seeds of potential change. Think about what we 
sell to China -- computers, fax machines, television satellites, cell phones, books, music and 
movies. Do we promote ideas by cutting off access to idea industries? Or is this a genie we very 
much want out of the bottle? 

Even our trade agreements promote change in China. Take the example oflast year's 
intellectual prop(!rty agreement. The essence of that agreement, and all our trade agreements, is 
respect for the rule of law. The IPR agreement promotes citizen access to the judicial process, by 
requiring China to publish relevant laws and standards, and by requiring the creation of 
guidebooks to the enforcement system. The IPR agreement applies these principles in a 
commercial sphere, but its ramifications for China go far beyond patents and trademarks. 

Make no mistake about it. Americans have a commercial stake in China. At least 160,000 
Americans owe their jobs to U.S. exports to China. These workers have rights, too -- the right to 
job opportunities, the chance to provide a decent living for their families. Just as we should not 
make apologiesfi)r China, neither shouldwe apologize for our economic interest in China. 

} 

People in this room have watched the China debate .evolve now for nearly seven years 
since Tiananmen. As the President has made clear, we believe we best promote U.S. interests in 
China -- from trade to human rights -- by engaging with China, by trading with China. But China' 
is making a serious mistake if it underestimatesJhe .q~PJb;~.ofJeeliJ1g i!1Jh~United.States.on issues, 
ranging from tradl~ to security to human rights.' '';. '.' ....'. ".._, " .. , .. '. 

The United States will do its part, butifwe::ar~·t9:buildalasting, productive relationship, 
China has a responsibility to take concrete, meaningful steps to' address areas of our concern, and 
to respect internationally accepted principles. 

The opportunities and responsibilities in our relationship are nowhere more obvious than 
in our trade relations with China. The trade agenda offers a useful context for defining what we 
mean by engageme:nt. 

Engagement carries with it a large measure of mutual responsibility. 

For China, the pot~ntial bfthe U.S. market is matched by atangible reality. In 1994, 
Ilearly 40 percent of China's exports went to the United States, including tens ofbillions of dollars. . 

worth of electronic machinery, textiles, footwear and an ever-increasing volume of higher value 
added products. In addition, Chinese companies are allowed to establish freely throughout the 
United States. . 
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China also benefits from US. investment and technology. The United States is one of 

China's largest investors. US. companies have put more than $10 billion in joint ventures, 
wholly-owned companies and other investment vehicles. US. companies have also helped grow 
markets in China in virtually every sector in which they have been pennitted to establish, 
benefitting the United States .-- but most of all benefitting China. US. investment in China has 
created jobs, passed on advanced management techniques, set quality standards, and improved the 
rights and privileges of Chinese workers. 

For the United States, it is certainly true that China offers urunatched potential. China is 

the world's fastest-growing major economy, with real growth of almost 12 percent last year, and 

average growth rates ofgreater than seven percent for each of the past 14 years. China already 

possesses the world's largest population. At some point in the next century, the size of its 

economy may rival.our own. 


Unfortun.ately for the United States, the potential of the China market remains unfulfilled. 

China continues to maintain one of the world's most closed ma~kets for goods and services. 

While we buy 40 percent of China's exports, our exports to China have been artificially restricted 

by unfair and discriminatory trade practices. 


China blocks access to its markets for many U. S. goods-- especially capital goods~ it 
limits investment opportunities; and it discriminates against U. S. and other .foreign business people 
jn many other respects. In areas of increasing US. comparative advantage -- including services -­
China maintains sanctuary markets -- blocking imports while Chinese companies scramble to 
create monopolie:s. 

For most Americans, the growing US. trade deficit with China is. deeply troubling. China. 
last year ran an estimated $35 billion trade surplus with the United States. Our deficit with China 
is threatening to surpass our trade deficit with Japan. The Japanese deficit is falling. The deficit 
With Asia excluding China is falling. China's burgeoning economy should be absorbing more and 
more US. exports, and not be protected by outmoded barriers. 

Over the past three years, we have pursued a vigorous bilateral trade agenda with China. 

We have sought and achieved real results in China. By working successfully with you and your 

representatives, we have opened markets ranging from heavy machinery to telecommunications 

technology. Our ,exports to China have doubled since the beginriing of the Clinton 

Administration. \Ve expect our trade. and investment with China to continue to grow. 


We continue t6 face many problems with China. But as we address those problems, let 
me remind you that we also have come a long way. China has fonnally eliminated more than 
1000 non-tariff import barriers; made its trade regime much mor,e transparent; lowered tariffs; 

. eliminated discriminatory regulations on telecommunications and other key sectors; opened its 
markets to many agricultural products. 

.> 
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The reality, however, is that implementation of our trade agreements has been mixed. 
Nearly a year ago, we initialed an agreement that mandated strict measures to enforce intellectual 
property rights in China. It is essential to America's future that our trade and investment in ideas 
and services, as well in the manufacturing sectors, are protected. U.S. computer technologies, 
software, books, periodicals, motion pictures, sound recordings, pharmaceuticals, other chemical 
products -- even automobiles -- require and deserve protection in China and around the world. 

The Agreement mandated that China take effective measures to protect intellectual 

property -- including increased raids on pirates, structural changes in its system to sustain 

protection, and market access for u.s. software, motion picture, and sound recordings. 


China has taken steps to improve IPR protection, and we should recognize those steps. 

China has launched more than 3200 raids since the signing of the Agreement in the spring of 

1995, and has confiscated more than two million CDs, hundreds of thousands of pirated books, 

sound recordings, and computer software. . 


China has not taken other important and critical actions, however, to fully enforce last 
year's agreement. For example; 34 CD factories, with a production capacity of90 million disks a 
year, are exporting sound recordings, motion pictures on CDs, and high-value-added CD-ROMS . 

. One CD-ROM disk can contain up to $10,000 ofsoftware -- and sell for $S to $6 in China and 
Hong Kong. China now exports these pirated products throughout Southeast Asia, Latin 
America, and increasingly in North America. . 

China's enforcement authorities have yet to target major manufacturers and distributors of 
pirated products .- many ofwhich are now distributed through Hong Kong. And China has not 
yet opened its markets to our creative industries. 

The first anniversary of the Agreement is coming shortly. We have asked the Chinese to 
take specific measures to fully implement the Agreement, including: shutting down pirate 
factories, targeting major iPR offenders, creating effective border enforcement, and opening its 
markets to our products. . 

Let me be clear about the terms of the agreement: Shutting. down factories does not mean 
merely a temporary suspension in operations.. It means prosecuting serious offenders, revoking 
business licenses, destroying the equipment used to produce the pirated products, and destroying 
the products themselves. In addition, we demanded, and the agreement provides, that U.S. 
industries be permitted to Iic~nse CD factories for legitimate production, or to establish joint 
ventures. 

We will enforce U.S. trade laws and take decisive action if China does not meet its 

obligations. We will not wait forever. 
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Let me mention briefly another disturbing developmen~. China recently took the 
surprising action of precipitously clamping controls on the flow of financial data. This data is 
crucial to creating an open trade regime, more transparency, and finally, a market in which 
today's sophisticated companies can make crucial business decisions. 

I am deeply concerned that the Chinese are taking steps inconsistent with transparency and 
are imposing discriminatory restrictions on our companies. I have asked our negotiators to 
pursue this issuewhen they are in China next week. 

Our negotiators also will press for resolution ofongoing disputes over wheat and citrus 
exports, disputt~s that have dragged on for far too long. In addition, we will continue to pursue 
market opportunities, heretofore limited or denied, for financial services and value-added­
telecommunications. . . , 

This Administration has made opening foreign markets the hallmark of American trade 
policy. It's a simple matter of fairness and economic necessity. If the United States is expected 
to shoulder Its obligations, its trading partners must do the same. When our trading partners fail 
to live up to th<:~j'r responsibilities, American jobs and our standard of living are threatened, and 
popular support for trade erodes. 

We lose the credibility we need to advance open markets and expand trade. As the 
world's largest economy, that's a consequence with enormous implications. Especially for you. 
As business leaders -- you and your workers have the most to win or lose as the debate over trade , , . 
continues. . _ 

Public support for trade is critical as we tum to the issue of China's membership in the 
World Trade Organization -- the WTO. In the WTO issue Wi!! againsee.,!)Qththeppportunities 
and the respons,ibilities in our relationship with China. .,A 

During his discussions with President Jiang last fall, President Clinton reiterated U. S. 
support for China's accession to the WTO on the basis ofcommercially viable commitments. 
Since the President's meeting, USTR negotiators at every level have conducted seven meetings 
with our Chinese cOlmterparts to discuss WTO. 

To facilitate and organize these discussions, the United States has worked hard to prepare 
a document we have referred to as a WTO "roadmap" for China. 

The roadmap crystallizes for China the basic decisions it must make in each substantive 
area covered by the WTO. On the basis of the roadmap and our discussions, we hope China can· 
better determim: whether it intends to move forward. If it is prepared to do so, then we can tum 
to the next step of determining how best to achieve compliance with each WTO obligation. 
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Let me emphasize a key point about the process of moving forward. 

One of the major achievements of the Uruguay Round was the so-called "single 
undertaking." This means that all of the economic issues addressed in the WTO constitute a 
single package of rights and responsibilities that all of its members have accepted. The WTO is 
not a menu from which one can simply pick and choose. 

To make progress in our WTO discussions, China must stop erecting new barriers to 
replace those previously removed, and cease establishing policies that move it away from WTO 
consistency. 

For its part, the United States will continue to be practical and pragmatic. Our substantive 
approach is consistent with that ofChina's other major trading partners. In his discussions with 
President Jiang, President Clinton made clear that the United States stands ready to negotiate a 
genuine commercial accession agreement. The roadmap points the way. 

History will record the events of our recent past as a sweeping tidal wave ofdemocratic 
and market reform. Think about what has happened. At a 1967 conference of nations of the 
Western Hemisphere, only 12 of 19 participants were democracies. At the time of the 1994 
Summit of the Americas, only one of35 countries in this hemisphere was not a democracy. 

In 1989, hundreds of thousands of American troops in Europe stood face-to-face against 
the Soviet Union and its Warsaw Pact allies. Today, 20,000 Americans stand side-by-side with 
Russian troops to enforce a peace agreement in Bosnia. Just a few years ago, Nelson Mandela 
was a political prisoner of South Africa's apartheid regime. Today, Nelson Mandela is the 
democratically'elected president of South Africa. 

We know none of these changes occurred overnight. And it's difficult to place 
contemporary events in historical perspective. But there's an element of reality that we must 
bring to the China debate. Failure to engage China will lead us away from the changes we all 
seek. 

The U.S.-China relationship is as important as any bilateral relationship in the world. We 
have an opportunity to bridge important gaps in our relationship, so that benefits travel both 
directions. To make this potential a reality, the United States stands ready to do its sh~re. But 
China, too, must bear its share -- living up to its responsibilities and accepting the burd-ens ofa 
major power. 

China's promise and promises must evolve into actions and realities. That is the only. 
bridge to peace, s.tability and economic prosperity. 
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Ambassador Michael Kantor' 
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The most profound challenge we face in an increasingly globalized and interdependent economy is 
how to remove impediments to effective access to markets outside the United States. Many of 
these tariff a.n<J non-tariff barriers have been the subject of much discussion. However, one 
increasingly prevalent practice has long been ignored or tacitly accepted -- bribery and corruption 
in international transactions. 

Make no mistake:, this is a barrier to trade. At a time when American businesses are more 
competitive than ever,' increasingly they face new problems in selling their goods or services 
abroad. In meeting after meeting, U.S. businesses cite bribery, coiniption and the lack of 
transparency in government procurement as among the most difficult barriers they confront in the 
real world. These activities place products and services made by or offered by U.S. workers at an 
obvious disadvantage, inhibit our exports, cost U.S. workers jobs,and constitute an unfair 
advantage to those who either fail to recognize the problem or actively avoid confronting it. 

< , 

All too often what makes the difference in big ticket foreign contracts -- whether it be for turbine 
powered generators or'telecom network equipment --: is not the quality or price of a product, but 
because something "extra" was involved in the competition. 

President Clinton has directed his Administration to take on this problem. The President has made 
it clear that we will demonstrate the same access to foreign markets that our competitors enjoy in 
the U.S. market. Addressing the problem of bribery and corruption 'is yet one more step in that 
important effort. Vie are not trying to eliminate competitive advantage. Our g.oal is to level the 
playing field and make the rules fair by eliminating this pernicious practice. 

'In addition, by addressing and beginning to eliminate this problem, we will make progress toward 
building confidenc(~ in an international trading system which must, at its core, promote reciprocity, 
national treatment, fairness and the respect for law. The American people demand a tough, no­
nonsense trade policy and the President insists on it. 

Corruption has existed as long as there have been people in power and money to influence them. 
Can we ever get rid of it completely? Unlikely. Can we do something about it to limit its impact 
on U.S. businesses in this country? Absolutely. Do we have a legal, moral, economic and 
political responsibility to pursue this problem in every possible forum and with every tool at our 
disposal? Without a doubt. 

Our commitment to address this practice in order to eliminate it is part of the recognition that we 
live in a world with new challenges born of four new realities. 

President Clinton is committed to accepting the challenge ofchange. He knew that Americans can 
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compete and win in this new era, what the President calls an "Age: of Possibility." That's why he 
recognized -- and acted on -- four new realitie's which are shaping our world. 

First, our nation's economic strength begins at home. With the President's leadership, a tough and 
far reaching economic package was enacted, which lowered taxes for millions of Americans, 
helped to lower interest rates, cut the deficit dramatically and aided the successful fight on 
inflation. The economy has created 7.8 million jobs and 93 percent of those jobs have been in the 
private sector. In December 1995 unemployment was 5.6 percent. We're reducing the size and 
scope of government so that creates opportunity, not bureaucracy. 

Second, globalization and interdependence o"fthe economies of the world is here to stay. We've 
seen a lot ofwhat I am talking about in stories in the newspapers in just the last couple of weeks: 
BMW and Fuji film plants that are now in South Carolina, a poultry processing plant in 
Gainesville, Georgia whose success depends on exports. Nostalgia for a time when the U.S. 
economy was self-(;ontained is understandable, but it doesn't provide any answers for how to 
create jobs in the new economy. The nations of the world are truly interdependent. 

Third, in the post.;.Cold War world, trade has taken its place at the foreign policy table, alongside 
strategic and political concerns. The days of the Cold War, when we sometimes looked the other 
way when our trading partners failed to live up to their obligations" are over. National security and 
our national economic security cannot be separated. 

Finally, trade is more important than ever to the U.S. economy. In 1970, the value of trade equaled 
just 13 percent of the value of U.S. GOP. In 1995, that figure was an estimated 30 percent. Eleven 
million workers in this country owe their jobs to exports. On average, these jobs pay 13 to 17 
percent more than non-trade jobs. Every billion dollars of exports supports, on average, 15,000 
jobs. Clearly, expanding trade is critical to creating good, high-wage jobs. 

We live in a world of opportunities. Dynamic economies in Asia and Latin America are growing 
at astounding rates, The United States has a mature economy, and we are nearly at zero population 
growth. We have fi)ur percent of the world's population. That means 96 percent of our potential 

'consumers live outside our borders. To grow and prosper at home: we must open the most lucrative 
markets in the rest of the ~orld to U.S. exports -- in both our historic trading partners like Canada, 
Europe and Japan, as well as the dynamic emerging countries in Asia and Latin America. 

, , 

President Clinton has articulated and implemented a trade policy that responds to these realities. 
His goal consistently has been'to achieve more opportunities to s~ll our goods and services in 
foreign markets. His means toward that goal have been to enter into agreements which open new 
markets to U.S. exports; monitor and enforce those agreements to ensure our trading partners are 
living up to their obligations; and enforce our trade laws. 

r 

The key to this, as the President said in a speech at American University in February 1993 when 
he outlined his trade policy, is to "continue to welcome foreign products and services into our 
markets, but insist that our products and services be able to enter theirs on equal terms." He. knows 
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that if we can level the playing field, the American worker will do the rest. 

That's why the United States under President Clinton's leadership has concluded nearly 200 trade 
agreements; vigorously implemented, monitored and enforced those agreements as well as 
agreements entered into in previous administrations; and enforced 'our trade laws. 

His policy is working. American workers and companies are once again the most competitive and 
productive in the world. We've surpassed the Germans in exports, and the Japanese in automobile 
production. Exports are growing at record pace since President Clinton entered office, creating 
more than one million new jobs. And we're beginning to crack open Japan's long-closed market. 
According to Japan's own figures, the U.S. trade deficit with Japan reached its lowest point in 
twelve years last month. 

We are moving in the right direction. We've brought historic reductions of trade barriers to.U.S. 
exports and American workers and businesses have responded to these new opportunities. The key 
question we face now is this: How can we continue to level the playing field for American 
workers and continue to create jobs? How can we continue to meet the standard the President set: 
that our products and services enter foreign markets on equal terms to those foreign exporters 
enjoy in' our market? 

The fact is there are still a lot barriers which our exporters face. Tariffs are still too high in a lot of 
places. Some countries sign an agreement and then don't live up to their obligations. Our efforts of 

. the last three years won't amount to much ifour trading partners are· cheating on the side. Don't 
think all the work is done. ' . . 'c,": i':,' .' 

Part of the answer is to continue what we have been doing: press to open foreign markets and 
expand trade, whil(~ standing up for U.S. workers by enforcing and monitorihgour trade 
agreements and trade laws. 

But the other part of the answer is to go after barriers to trade which are becoming more important 
in our new, interdependent era. To ensure a level playing field for American workers, w~ must . 
have a forward-looking trade policy which addresses the new challenges we face in the 
international trading system. 

Trade policy has bt:come much more complex in the last fifteen years. When the GATT was 
founded after World War II, it began by only addressing the question of tariffs. Later, we began to 
address non-tariff barriers. In the Uruguay Round, we established rules for agriculture, services 
and protecting intellectual property for the first time. 

This fifty-year record of reductions in trade barriers have sparked higher global standards of living 
and more jobs in the JJnited States. 

Our focus on non-tariff barriers has now led to issues that are no less important than tariffs and 
intersect with trade in a profound manner. These policies include ~ nation's actions -:- or inactions ­
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- regarding environmental protection; adherence to internationally recognized labor standards; 
anticompetitive business practices; lack of regulatory transparency; protecting investments and, of 
course, .anti-compt:titive practices such as bribery. \ 

Until relatively recently, the impact of bribery and corruption'on international business was little 
discussed. Bribery and' corruption were often accepted in international circles as a necessary 
means of doing business, or even as a "cultural phenomenon." In 1977, the United States passed 
the Foreign Corrupt Practices Act. To this day, we are the only nation on earth who holds its 
citizens accountabl.e for engaging in this kind of behavior. : ' 

But now we are in a new environment with a highly competitive global economy. And bribery and 
co~ption are insidious problems, a virus threatening the health of the international trading 
system. 

Bribery and corruption -- and toleration of them -- are worldwide problems. You see it in the 
dynamic emerging economies in Asia and Latin America, and you see it in our historic trading 
partners in Japan and Europe. In some countries in Europe you caD even deduct the costs of 
bribery on your taxes. In South America, a former president of one coUntry has been accused of 
accepting a million dollar bribe from an European company. In Asia, a government official-- the 
head of a development bank -- resigned after accusations ofaccepting bribes. We are not talking 
about slipping hundred dollar bills to customs officials at the bor~er. We are talking about bribes 
worth hundreds of thousands of dollars or more on major business opportunities. 

I 

This impacts American workers and firms in essentially three. ways. 

First, and most importantly, rampant bribery and corruption affects the confidence of the 
American public in the global trading system. It is simply unacceptable to allQ.w cheaters in the 
global trading system -- and the American people won't stand for it. . 

Second, bribery and corruption act as a competitive disadvantage for U.S. exporters. Bribery is 
essentially a tariff increase, except that it's unpredictable and, for our exporters, unfair. 

Third, ofcourse, is the impact on U.S. jobs and exports. Although it is difficult to estimate the 
exact losses in U.S. exports as a result of bribery and corruption, anecdotal evidence clearly 
indicates that it is a multi-billion dollar problem. Last year, from April 1994 to May 1995, the 
U.S. government learned ofalmost 100 cases in which foreign bribes undercut U.S. firms' ability 
to win contracts valued at $45 billion. 

But in addition, it also hurts the economy where the corruption is taking place, by denying it the 
benefits of trade agreements. And bribery and corruption interfere with trade negotiations -­
corrupt officials do not want their cosy relationships disturbed by trade liberalization, so they 
influence governments to resist it in negotiations. 

If left unchecked, bribery and corruption can negate market access :gained through recent trade 
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negotiations and could begin to eat away at the foundations of the international trading system. 
That's why we are committed to leveling the playing field. We want to eliminate unfair trade, 
wherever it exists. Make no mistake: when a nation ignores bribery and corruption, it constitutes a 
barrier to trade. 

The United States is doing its part in combating this problem. The Administration has vigorously 
enforced the Foreign Corrupt Practices Act, which makes it illegal for U.S. companies or their 
agents to bribe foreign officials. 

The Clinton Administration will not consider any effort to amend or weaken the' Foreign Corrupt 
Practices Act. We are committed to addressing this problem by getting other countries to stop their 
firms from bribing foreign officials and prevent their officials from accepting bribes, not by 
lowering our own standards. 

At President Clinton's direction, Secretarie's Christopher, Brown and Rubin and I have all 
expressed the Administration's determination to combat bribery and corruption. Let me talk about 
what we are doing to address this problem. ' 

First, we have ied developed countries in the OECD to reach a decision that will commit all ' 
members to prohibit tax deductibility ofbribes to foreign officials, a decision that we expect soon. 
Ofcourse, it is ridiculous that many governments have permitted tax deductibility, but ' 
nonetheless, it is an achievement to secure an agreement that it won't be permitted in th~ future. 
We need to press in the OECD for recommendations \yhic* would,.result i.p.~he, complete, , 
criminalization ofbribery. ' '~":" _,,,:;;If:;-::~i:~i~?ii~::',''"<f'''':' ,;:;,:'::'(','~,:' ';'.' , "", 

Second, we are pressing the WTO to do severalthings.F,!r~t,,}V~ s~ek a work program on , 
government procurement to promote standards regardingtiimsparency anrldue._process. By 
negotiating and agre,~ing to such rules, we would begin to create a more competitive environment 
in which it would be difficult for bribery and corruption to flourish.: At the end of this year, trade 
ministers from all WTO members will gather in Singapore for the WTO's first Ministerial 

, Conference. It seems to us that the WTO can and should playa role here ¥:- agreement in 
Singapore is one ofour priorities for the WTO's work program. 

Next, the WTO should address the substance of concerns regarding bribery of concerns. I recently 
wrote to Director General Renato Ruggiero on this issue and I appreciate his positive response. 

We seek to extend the WTO Government Procurement Agreement, which, because of its rigorous 
disciplines, excludes many key markets in Asia, the Americas, Eastern and Central Europe, or in 
Africa. Estimates of the value ofprocurement markets inthese countries approach $1 trillion or 
more. If U.S. firms cannot compete for these contracts without being undermined by bribery and 
corruption -- U.S. economic opportunities and jobs will suffer. 

Third, we advocate the use of regional fora, such as APEC and the Free Trade Area or'the 

Americas -- the FT Ai\" to promote standards regarding transparency and due process in their 


". ·.·:0-'1 . 

5 




government procurement activities. In addition, each of these fora 'should address the issue of 
bribery and corruptilon in a direct. and unambiguous manner. . ' 

, 
We are using APEC and the FTAA to open a dialogue with developing countries on procurement 
and build a consensus for refonn under the WTO. The Action Plan of the Summit of the 
Americas calls on the "governmeIJ.ts ofthe world to adopt and enforce measures against bribery in 
all financial or commercial transactions with the Hemisphere. n All countries, developed and 
developing, stand to benefit from a WTO initiative, since bribery and corruption exact a heavy toll 

.on international trarlsactionsJor all. 

Fourth, we will urge other countries to loosen government controls on their economies. 
Privatizing industri4~s and deregulating economies will have a substantial impact on corruption, by 
increasing competiti0n and removing the opportunities for bribing: of government officials. 

Fifth, the Administration is working with the World Bank and other multilateral development 
banks to assist them in establishing procedures that guard against bribery and corruption in their 
projects. The World Bank, in particular, has recently revised its guidelines to strengthen 
transparency and standardiiation of documentation, both major safeguards. 

We will also continue to work with private sector, labor and non-governmental organizations to 
elicit their views and proposals on addressing bribery and corruption in international transactions. 

I 
Sixth, we should ensure that our existing trade laws, specifically $ection301 and Title VII, 
provide appropriate remedies for this problem. Ifnot, we should look at whether those laws can be 
strengthened. : ' 

Finally, I believe we should study other measures which would help us comiJ.at this problerri. This 
Administration has' sought the best ways to deal with theft of intellectual property, the use of 

., , . I _ ' 

prison labor, or other practices which result in an unlevel playing field for American workers. This 
is no less ofa serious problem, and requires no less of a serious re~ponse. I would welcome a 
bipartisan effort to review this issue. , ' 

I • i ' 
The President is cornmitted to doing everything he can to open for~ign markets so American 
workers, farmers and businesses can sell their products abroad. He knows that is how we must 
create high wage, hlgh skill jobs in this country and raise 'our stanqards.ofliving. Americans have 
never been ones to build walls of fear around our country. i . 

, 

The President has sc~t the nation on a course that will forge prosperity into the next century. The 
President isdoing his part by standing up for American workers, o'pening foreign markets, and 
pressing to ensure that bribery and corruption is the exception, not the rule in international 

l
commerce: But we must all work together to get there. All of us --government, businessman, 
farmer, worker, student -- mustdo our part to forge new opportuni~ies for the American 
community. As Americans we must join together to create the new American Century -- an era of 
limitless possibilitit:s. Together, we can build a better future. Tha'nk you very much. ' 

. ' , 
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higher tariffs. After negotiations under WTO procedures, we succeeded in getting full 

compensation, through an agreement by the EU to lower tariffs on a range of . 

semiconductors and hundreds of other products, for the entir~ EU market. 


This was a long-time objective of our high-technology industries"and will strengthen their 
ability to export from the United States. The tariff reductiqns in the agreement will 
result in $4 billion in tariff savings by U.S. companies over'the next ten years. The 
agreement also commits the two parties to attempt to conclude an Information 
Technology Agreement that will eliminate tariffs in the inf~rmation technology sector by 
the year 2000. The EU has already implemented these tariff cuts .. This negotiation was 
more successful than negotiations in earlier EUenlargements, bebause we had WTO 
dispute settlement to back us up and the EU knew that we meant Dllsiness. 

• 	. Korea meat. Our meat exporters had persistent problems with Korean regulations which 
banned sale of meat except within an arbitrary "Shelf life" that was too short to permit 
overseas shipments. We used the new WTO rules and the new WTO dispute settlement 
procedures, and we consulted with Korea. Korea agreed to fix our problem because they 
knew we wen~ prepared to take them all the way through WTO dispute settlement and 
Win. 

• 	 Japan sound recordings. We invoked WTO dispute settlement procedures in response 
to Japan's denial 'ofprotection to millions ofdollars' worth of our intellectual property in 
soUnd recordings made between 1946 and 1971. Japan has already offered to change its 
law --but unless we are completely satisfied, we are going all the way through the dispute 
settlement process. WTO dispute settlement will help us fix this problem not only in 
Japan, but in other high-growth export markets in Korea, T~wan and elsewhere in Asia. 

We expect to, continue to settle cases --or pursue them through the dispute settI~ment process 
until we obtain satisfaction --and we will be taking additional cases to the WTO in the coming , ( 
weeks. At the same time, we will find ourselves defending U.S. measumsin WTO dispute 
settlement proceedings, and we will keep the Congress apprised of ever) development in the 
cases brought against us. It would be unrealistic to deny that there are going be to cases in which 
WTO panels properly find that a U.S. law or regulation does not comport with WTO rules. 
When that happens, we will have to decide, in consultation with Congress, what is the best 
course of action to pursue. 

The gasoline dispute. As we have already advised the Committee, on April 29 the WTO 
appellate body found against us in the dispute brought by Venezuela and Brazil regarding EPA's 
regulations on gasoline. While we would have preferred to win that'case, I want to emphasize 
that (1) that we lost on fairly narrow grounds and (2) that there were also important positive 
aspects to the findings in that dispute. To be clear, the Clean Air Act was not at issue in that case 
but rather one element of EPA's implementing regulations that discriminated against foreign 
refiners. The appellat.:: body recognized that discriminatory treatment mightbe justified to deal 
with EPA's concerns about access to data and enforcement with respect to foreign refiners .. 
However, it felt that EPA had not adequately explored options available to deal with these 
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~ 	 concerns, and that the United States had been concerned about th~ costs of the various regulatory 
options to domestic refiners but not to foreign refiners. We were gratified that the appellate body 
ruled in our favor in overturning the original panel's excessively narrow interpretation of the 
GATT's exception for conservation measures and that it admonished WTO panels to stick to the 
words of the WTO Agre~ments and not embellish upon them. 

This element of the ruling recognizes and reaffirms the balance inthe WTO agreements that 
provides us access to foreign markets while maintaining our freedom to protect the environment 
and conserve natura.l resources. We are currently reviewing our options for responding to this 
case, in consultation with Congress, and wQuld welcome any input from the Committee. Let me 
reassure you that in assessing our options, out bottom line is that the results of this dispute will 
not compromise this Administration's commitment to strong and effective implementation of the 
Clean Air Act. 

Telecommunications. At the end of April, the Clinton Administration led a successful effort to . 
extend multilateral negotiations aimed at opening the global telecommunications market. Vice 
President Gore announced last year that the United States would open its telecom market ifother 
nations would open their markets. Unfortunately, a critical mass of offers had NOT been 
reached. Rather than accept a bad deal-- or walk away from the good offers tabled by many 
countries -- the United States won support for an extension of the telecom talks to February 15, 
1997. 

The United States took the initiative to forge a consensus on an extension of the talks. The 
additional time will allow other nations to improve their market-opening offers and help to 

. achieve our common goal -- a global telecom agreement. Such an 'agreemellt ~-:: ifdone right -­
can unleash the tremendous pent-up demand in most other countries for better arid cheaper 
telecommunications services. 

. ~.' . 
Much has been accomplished in the talks to date. For example, thirty countries haV~ accepted 
pro-competitive regulatory principles -- a particularly significant achievement in light of past 
domination by monopolies. In addition, ten countries have tabled offer'5 with market opening 
roughly equivalent to the U.S. offer. We are cautiously optimistic that the extension will allow 
us to obtain access to foreign markets. Many of our trading partners are currently in the middle 
oflegislative proces::;es that can influence the quality of their offers. Others have legislative 
authority to commit to more than they offered in these talks. Still others have made offers that 
need sharp, specific improvement. We aim to use the extension period to persuade all of these 
countries to bind the full range of market opening possible under their laws, and to change their 
laws, if necessary, including the adoption of fair and effective rules of competition. 

Conclusion 

Mr. Chairman, President Clinton believes we can never build walls of fear around our country. 
American workers are the most productive and competitive in the world and they are not afraid 
of fair, head-on competition. Our choice is not between one way trade and no trade. Our 
challenge is to make sure we have two-way trade. 
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~I 	 The President has set the nation on a course that will forge prosperity into the next century. He's 
done it with his effi)rts on the economy, in foreign affairs, and with trade. We are moving in the 
rightdirection. But we still have a long way to go and 'we must all work together to get there. We 
must all take responsibility to do our part to forge new opportunities for the American 
community. For the President that means he will continue to stand up for the interests of 
American workers, farmers, and companies. As Americans we must join together to create the 
new American Century -- an era of limitless possibilities. Together, we can build'a better future 
for our families and ourselves. Thank you. I would be happy to answer any questions. 
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Statement of Ambassador MiChael Kantor 
Before the Senate Foreign Relations Subcommittee on East Asian and Pacific Affairs 

and the Bouse International Relations Subcommittee on Asia and the Pacific 
. and International Economic Polic'y and Trade 

March 7, 1996 

tvrr. Chairmen, distinguished Members, r appreciate the opportunity to appear today to 
discuss the A.dministration' s trade policy toward China. 

I 

Before moving to specific issues on our trade agenda, I want place our trade relationship , 
in the broader context of our overall relations with China. It. is an understatement to say the U,S 
China relationship is multifaceted. China plays a central role' in our interest in the maintenance f 
peace and stability in Asia -- a region of great importance to;our nation. In the APEC, the Un ted 
States has worked with others in the Asian~Pacific region to 'integrate China into global economic 
activity. We have a broad range of common interests, such as combating drug trafficking and 
alien smuggling. 

We have continuing concerns with China in areas ranging from non-proliferation to . 
environmental protection. We have a deep and abiding interest in human rights. And 
increasingly, trade plays ,m important role in our relationship. 

Let me start with a simple proposition: We will never achieve China's full integration into 
the international community by building walls that divide us .. The most repressive periods in 
modern Chinese history did not occur in times of open exchange -- they occurred in times of 
isolation. 

Under the Iackson-Yanik statute, the President this spring will make his annual 
determination on MFN. To promote our mUltiple interests, this Administration has pursued a 
policy of engagement with China on all fronts. .-­

But let me be clear about what we mean by engagement. President Clinton came to office 
with the strong view that engagement with China does not mean ignoring our differences. It 
means we actively engage China to resolve our differences. We will not and no one should make 
apologies for China's human rights record. 

Despite our differences, trading with China is an imp6r1ant part of our broader 
engagement strategy. American products themselves carry the seeds of potential.change. Think 
about what we sell to China -- computers, fax machines, television satellites, cell phones, books, 
music and movies. Do we promote ideas by clltting off acc~ss to idea industries? Or is this a 
genie we very much want out of the bottle? 

Our tnde agreements promote change in China. Take the example of last year's 
Intellectual Property Agreement. The essence of that Agreement, and all our trade agreements, is 
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respect for the rule of law and respect for international norms of behavior. The IPR Agreement 
promotes citizen access to the judicial process, by requiring China to publish relevant laws and 
standards, and by requiring the creation of guidebooks to the enforcement .system. The IPR 
Agreement applies these principles in a commercial sphere, but its ramifications for China go· far 
beyond patents and trademarks. . . 

Make no mistake about it. Americans have a commercial stake in China. At least 160,000 
Americans owe their jobs to u.S. exportS to China. These workers have rights, too -- the right to 
job opportunities, the chance to provide a decent living for their families. Just as we should not 
make apologiesjor China, nor should we apologize for our economic interest in China. 

People in this room have watched the China debate evolve now for nearly seven years' 
since Tiananmen. As the President has made clear, we believe: we best promote US. interests in 
China by trading and engaging on political and strategic issues; 'But China is making a serious 
mistake if it underestimates the depth of feeling in the United States on issues ranging from trade 
to security to political matters -- on a regional and global basis. 

The United States wilL do its part, but if we are lObuild a lasting, productive relationshi p, 
'China has a responsibility to take concrete, meaningful steps to address areas of our concern, and 
to respect internationally accepted principles. 

The opportunities and responsibilities in our relationship are nowhere more obvious than 
. in our trade relations with China. The trade age.nda offers a use'ful context for defining what we 
mean by engagement. Engagement carries with it a large measure of mutual responsibility. 

For China, the potential of the US. market is matched by a tangible reality. In 1995, 

nearly 40% of China's exports went to the United States, including tens of billions of dollars 

worth of electronic machinery, textiles, footwear and an ever increasing vqJume of higher value 

added products. In addition, Chinese companies are allowed to establish freely throughout the 

United States. . 


, 

For the United States, it is certainly true that China off~rs unmatched potential. China is 
the world's fastest growing major economy, with real groVv1:h of more than 10 percent last year, 

. and average groVv1:h rates of greater than 7% for each of the past fourteen years. Unfortunately 
for the United States, the potential of the China market remains unfulfilled. China continues to 
maintain one of the world's most closed markets for goods and services. While we buy 40% of 
China's exports, our exports to China have been artiticially restricted by unfair and discriminatory 
trade practices .. 

For most Americans, the growing U.S. trade defIcit with China is deeply troubling. China 
last year ran a $34 billion trade surplus with the United States. Our deficit with China is 
threatening to surpass our trade deficit with Japan. Recent reports have claimed the deficit with 
China is "only" $23 billion. That's a goofy debate and a waste of paper. What's clear is that 
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China's burgeoning economy should be absorbing more and ~ore US. exports, and not be 
protected by unfair barriers. . 

Over the past three years, we have pursued a vigorous bilateral trade agenda with China. 
We have sought and achieved real results in China. By working successfully with you and the 
private sector, we have opened markets ranging from heavy machinery to telecommunications 
technology. Our exports to China have increased dramatically since the beginning of Clinton 
Administration. We expect our trade and investment with China LO continue to grow'. In fact, in 
1995 our exports to China grew at a more rapid rate .• 27%, than our imports from China, which 
grew 17%. This breaks a pattern which has persisred for LOO ·Iong. 

We continue to face many problems with China. But as we address those problem~, let 
me remind you that we also have come a long way. China has formally eliminated more than 
1000 non-tariff import barriers; made its trade regime much more transparent; lowered tariffs; 
eliminated discriminatory regulations on telecommunications and other key sectors; and opened 
its markets to many agricultural products. 

Intellectual Property. One of the most important issues we face concerns China's 
protection of intellectual property rights. Under the terms of a 1992 Agreement. China has 
created a sound legal regime for the protection of intellectual property rights. While this 
framework is in place. the problem bas been enforcement. 

Last year -- after 22 months of negotiations -- the United States and China signed a 
sweeping Agreement to ensure real prot'ection to foreign and Chinese right holders for many kinds 
of intellectual property, including computer software, motion pi'ctures, 'sound .recordings, 
pharmaceuticals. agrichemicals. and even automobiles. In clear detail, 'the Agreement sets out 30 
pages of China's enforcement responsibilities. 

The Administration is in the process of evaluating China's compliance with the IPR 
Enforcement Agreement. The elimination of piracy in China is a long term process. But we 
expectChina to satisfy the provisions of this Agreement. Our officials have met with their 
Chinese counterparts 18 times in less than eleven months to review China's compliance their 
responsibilities under the agreement. An Administration team led by USTR visited China last 
month. They met with key Chinese enforcement officials at both the provincial and national level. 
We are still evaluating the results of this fact finding trip. including hundreds of pages of 
documents in Chinese. But I want to give you a sense of what China promised to do and our 
expectations for enforcement. 

The 1995 IPR Enforcement Agreement committed China to (I) take effective measures to 
protect intellectual 'property through enforcement actions, including action against some 34 CD 
factories producing CDs, CD-ROMs, Vid~o CDs, and LOs; (2) create an effective structure for 
the enforcement of intellectual property rights. including establishment of intra ministerial task 
forces to coordinate anti-piracy efforts throughout the country and an effective Customs 
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enforcement regime; (3) provide market access for computer software, motion pictures, and 
sound recordings; and (4) extend the so-called "special enforc'ement period" for problem regions. 

China bas taken some important steps to enforce that Agreemenr. It has launched over 
4,200 enforcement actions against IPR pirates in the year since the Agreement was signed. At 
one point last year, when I was in China, the Chinese enforcement authorities had more than one 
million enforcement officers engaged in raids and destruction ofinfringing works. Over the past 
year, China has seized and destroyed more than two million pirated CDs, CD-ROMs, Video CDs, 
and laser disks, and hundreds of thousands ot' pirated videos, audio cassettes, books. and 
trademarks. China also recently closed 5,000 laser disk "mini-cinemas.". While still a problem, 
China's retail markets are substantially cleaner this year than they were last year. 

China has also set up a structure that should. over tim~.. contribute to enhanced 
enforcement efforts. Led by senior Chinese leaders. the central government has set up a high level 
Intra-ministerial task force to oversee enforcement efforts nationwide, £ach of China's provinces 
has done the same, and. in addition, set up strike forces composed of enforcement officials to 
tackle the most serious and difficult cases. 

The UnitecJ-States is doing its part to ensure thorough i'mplementation of the Agreement. 
The U.S. Customs Service, the FBI. Department of Justice. Patent and Trademark Office, the 
Department of Commerce and the U.S. Information Agency have all offered training and 
assistance -- and will continue to do so. Chinese prosecutors and Chinese Customs officials are 
receiving training right now in facilities in the United States and China. U.s. industries have been 
equally generous. All of the major associations, the Motion Picture Association, Recording 
Industry Association of America, the Business Software Alliance and others have offered training 
and assistance to Chinese central government agencies and to their provincial affiliates. . , 

Despite the important steps that have been taken. piracy in China continues. While going 
after retail pirates. the Chinese authorities have yet to take prorpised acti01l against major 
producers and distributors. As a result, 34 CD factories in south and central China produced 
some 54 million CDs and LOs in 1995 for a domestic market that can absorb only two to five 
million. U.S. industries report that China continues to import CD production lines, and may soon 
have a production capacity that is close to 200 million CDs. . 

While CD piracy has remained rampant -- particularly in 9uangdong Province -- Chinese 
CD producers have moved upscale, focusing on the export of high value-added CD-ROMs. A 
single CD-ROM produced in China can hold $10,000 of U.S. software, and may sell for less than 
$10 retail in Hong Kong. 

Make no mistake. This is not just a problem within China's market. Chinese pirates, 
apparently using Hong Kong as a transshipment point. are exporting pirated CD-ROMs and CDs 
to markets in Southeast Asia. Latin America. and Nonh America. Pirated CDs from China are 
now entering markets in Russia an'd the CIS states. Even without counting their losses in these 
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third country markets, U.S. industries estimate that they lost $22 billion in 1995 -- more than 
double the amount lost in 1994. 	 . 

China's obligations under last year's agreement boil down to three key areas -- closing, 
pirate factories; providing market access for intellectual property industries: and creating effective 
border enforcement. 

Closing Pirate Factories. Let me first address China's pirate factories. Since December, 
as part of China's "winter otfensive" against IPR piracy, Chi na has "temporarily suspended" 
production ai: four factories in GLiangdong Province and one in neighboring Hainan. China also 
revoked the business license of a factory in SLlzhou. More recently, in a clear demonstration that, . 
when the will is present, Chinese enforcement authorities are capable of tackling the problem, 
public security authorities in Shenzhen -- on the Hong Kongborder -- closed the notorious ' 
"Overglobe" CD factory. In the process, according to Chinese press reports, they discovered that 
"Overglobe" had produced 11 million CDS fro~ August 1994 to November 1995, including 
340,000 pornographic CDs. We welcome strong enforcement action of this sort. 

The Chinese have intonned our negotiators that they will take effective action to curb CD 
piracy. Under the Agreement, China pledged to complete investigations of all of the CD factories 
by July 1, 1995. For factories engaged in serioLls infringing activities, China promised to revoke 
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business licenses, destroy eqLlipment Llsed to produce the mfringing products, and destroy the 

infringing products themselves. China further promised to turn over individuals suspected of 

criminal activity to law enforcement authorities for criminal prosecution. 


We now await further, decisive atticw.!:>¥.:.~!:ii.ri~:~t0i~ftJJ;filJ the~.:c6Jrimitments; and' end 

rampant piracy in this sector. ... 


Market Access for Intellectual prop:(irfjr:ri{dus',fl-ies. Without· market access for 
legitimate products, piracy cannot be markediy reduced. Clearly, markefdemand for US. 
products is very high and the pirates are responding to that demand. Under the Agreement, China 
promised to eliminate quotas for imports of audiovisual products, make censorship requirements 
transparent and not use censorship as a defacto market barrier, and immediately pennit US. 
individuals and entities to enter into joint ventures to produce and reproduce computer software 
and audiovisual products. 

China has not yet taken the steps necessary to provide access for U. S. exports. Informal 
quotas continued to exist, enforced through market "plans" for the audiovisual industry or 
through explicit quotas, such as limiting to ten the number of motion pictures that can enter China 
under revenue sharing arrangements. China will also not permit US. motion picture and sound 
recording companies to enter into joint ventures to produce audiovisual products -- that is, to set 
up motion picture and sound recording companies. While our emphasis has been on the 

'. 	 suppression of piracy, failure to implement the crucial market access provisions of the Agreement 
will render any enforcement actions that Chin'a might take meaningless over the long term. Here . 

! 	 ' 
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too, we expect China to honor its commitments. We can't increase our exports to China if China 
does not allow us to sell the cream of our crop. 

Customs Border Enforcement. In last year's agreement China also committed to 
establish an effective border enforcement regime. That means keeping pirated products from 
being exported out of China. To date, China's Customs Service has taken more than 1,000 
enforcement actions -- virtually all against individual travelers crossing the border. To meet its 
obligations, more must be done. China must detain, investigate, seize and destroy pirated goods ­
- especially cargo shipments through Guangdong ports; institute an effective recordation system; 
revise current regulations so that the system permits its officials to act quickly to detain suspect 
goods, provides adequate time for right holders to follow up on Customs' actions, and does not 
permit pirates to obtain their goods upon payment of a bond. 

Over the upcoming weeks, we have a narrow opportunity to resolve our differences with 
China on IPR. But let me be clear. We will enforce U.S. trade laws and take decisive action if 
China does not meet its obligations. We will not wait forever. 

The 1992 Market Access Agreement. Unfortunately, IPR is not the only area in which 
China is not meeting its responsibilities. In October 1992, the United States and China signed a 
market access Agreement that committed China to make sweeping changes in its import regime. 

To its credit, China has done much to implement the 1992 agreement. It has taken 
important strides toward making its trade regime more transparent. It has made a major 
commitment to eliminate non-tariff baniers, and since the end of 1993, has substantially reduced 
the several thousand barriers that existed. By reducing these barriers, China will open markets for 
computers, medical equipment, heavy machinery. textiles,steel'products, chemicals, 
pharmaceuticals, and other products. 

Nonethele$s, China has failed to implement the Agreement in a number of key areas. 
Most importantly, China has failed to live up to commitments on market access for U.S. 
agricultural products. In the Agreement, China committed to eliminate unscientific sanitary and 
phytosarutary restrictions by October 10, 1993. China has fallen fall short on a number of 
important agricultural products, including wheat from the Pacific Northwest, citrus, stone fruit, 
table grapes and tobacco. Even where China has taken positive steps, for example with cherries 
and apples, subsequent phytosanitary requirements or old fashioned tariffs have blocked 
meaningful access to the market. 

.In fact, there is a disturbing tendency in China to give with one hand and take away with 
the other. While China has removed a substantial number of non-tariff barriers, we are concerned 
that China has in some instances substituted other barriers in the place of those removed. For 
example, quotas have been replaced with "tendering requirements" or "registration requirements." 
In sectors such as medical equipment and film, new regulations have prevented the market access 
we expected as a result of the 1992 Agreement. China must eliminate these impediments. 
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If we are to sustain our trade relationship with China,'we expect China to open its services' 
markets to U.S. companies. As we accept $46 billion of Chi ria's exports of textiles, footwear and 
other product) that China excels at producing, it is only fair that China permit full market access 
for U. S. companies, especially in areas where we excel. I . 

Xinhua News Agency. Let me mention briefly another disturbing development. China 
recently took the surprising action of precipitously clampingconrrols on the flow of financial data. 
This data is crucial to creating an open trade regime. 

On January I. 1996. the Chinese Government authorized the Xinhua News Agency -- the 
mouthpiece of the Chinese Government -- to impose sweeping controls over U S. information 
services companies in China. Xinhua is now on the verge of issuing "implementing regulations" 
that could irreparably damage companies such as Dow Jones, Reuters, Knight-Ridder and 
Bloomberg -- companies that have worked hard to set up operations in China that make available 
financial data on a second-by-second basis to Chinese and foreign consumers in China. 

This is a problem that China. can fix, and must fix quickly if an important U.S. industry is 
not to be hurt in China. China is essentially asking the fox to guard the chicken coop -- making 
Xinhua the regulator of its American competitors. I am. very disturbed by this development. 
China's actions do not accord with the promises that China has made to us and to our trading 
partners in ongoing negotiations in Geneva. We are prepared to work with China to resolve the 
issue to the satisfaction orall parties. 

This Administration has made opening foreign markets the hallmark of American trade 
policy. It's a simple matter of fairness and economic necessity. We have welcomed foreign 
products and services into our markets, but we've insisted that our products and services be able 
to fenter theirs on equal terms. When our trading partners fail to live up to their responsibilities, 
American jobs and our standard of living are threatened, and popular sup'port for trade erodes .. 

The WTO. During his discussions with President Jiang last fall, President Clinton 
reiterated U.s. support for China's accession to the WTO on the basis oj commercially viable 
commitments. Since the President's meeting, USTR negotiators at every level have conducted 
seven meetings with ourChi~ese counterparts to discuss WTO. 

To facilitate and organize these discussions, the United States has worked hard to· prepare 
a document we have referred to as a WTO "roadmap" for China. The roadmap crystallizes for 
China the basic decisions it must make in each substantive area covered by the WTO. On the 
basis of the roadmap and our discussions, we hope China can better determine whether it intends 
to move forward. If it is prepared to do so, then we can turn to the next step of determining how 
best to achieve compliance with each WTO obligation. 

I . 

Let me emphasize a key point about the process of moving forward. To make progress in 
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our WTO discussions" China must stop erecting new barriers to replace those previously 
removed, and cease establishing policies that move it away from WTO consistency. 

F or its part, the United States will continue to be practical and pragmatic. Our substantive 
approach is consistent with that of China's other major trading partners. In his discussions with ' 
President Jiang, President Clinton made clear that the United States stands ready to.'negotiate a 
genuine commercial accession agreement. The roadmap points the way. 

The U.S.-China relationship is as important as any bilateral relationship in the world. We 
have an opportunity to bridge important gaps in our relationship, so that benefits travel both 
directions. To make this potential a reality, the United States stands ('eady to do its share. But 
China, too, rnust bear its share -- livingup to its responsibilifies and accepting the burdens of a 
major power. China's promise and promises must evolve into actions and realities. That is the 
only bridge to peace, stability and, economic prosperity. 

, ' 

! 
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Testimony Before the House Ways and Means Trade Subcommittee 
Ambassador Michael Kantor 
March 13, 1996 

Mr. Chairman, it 1S a pleasure to appear before this Subcommittee.tbdayto discuss the World 
Trade Organization and its first year of operation. U.S. leadership in mamtaining a vibrant, open 
and fair trading system is essential to sustamable global gro\Vth and econom1C prosperity here at 
home. The Administration is committed to ensuring that open markets and fair trade rules work to 
the benefit of American workers and companies -- without infringing on U.S. sovereignty. The 
WTO is good for America and all our citizens. 

Mr. Chairman, creation of the WTO and completion of the U!Uguay Round Agreements ensured 
U.S. leadership in the global economy. The history of the 20th century is clear: global peace and 
prosperity depend on U.S leadership. In the aftermath of~orld yvar Ii, the United States led the 
world on a path of increased gro\Vth, stability and trade expansion. We made a decision to engage 
in the world, and not withdraw as we did after World War I or repeat the disastrous mistake of 
the Smoot-Hawley Act. We led in the creation of international institutions that fostered growth 
and stability and met the challenges of those times. A half century of global prosperity is the 
legacy of our leadership during the post-World War II reconstruction, and during the Cold War. 

Now, in the post-Cold War era, at a time of tremendous changes in the world, the need to 
continue our global economic leadership is greater than ever. By writing a set of fair trade rules 
for this new era, the Uruguay Round is -- and has already proven to be --c~itical to our efforts to 

. I .. ' ... . 
create jobs and foster growth in the United States. . . 

U.S. leadership was critical to concluding the Uruguay Round.. Pre?ident.~lintor;;.~ealizing the 
Round was essential to efforts to grow jobs and create fair trade" led the effort to reinvigorate the 
negotiations and to break the gridlock that had stalled agreement:despite several years of 
preparation and another seven years of negotiation. In an important demonstr3:tion of bipartisan 
commitment and determination, the Congress approved the results' of the negotiation and . 
establishment of the WTO in the Uruguay Round Agreements Act (URAA). President Clinton 
signed the DRAA on December 8, 1994, and the WTO entered into force on January 1, 1995. 

I'm pleased to report to you that one year later, all the hard work and effort is paying off. But, 
our work has just begun. We will continue to give the highest priority to full and effective 
implementation of the Uruguay Round Agreements. Often called the WTO's "built-in agenda," 
this includes the substantial work programs and negotiations already required by the Uruguay 
Round Agreements. But, to continue U.S. leadership in the global economy, we must anticipate 
new opportunities and make progress toward sustainable development. 



, , 
" 

The Importance o/Global Trade to the U.S. Economy' . 

The Administration, with the bipartisan cooperation of Congress, has always had as its goal more 
opportunities to sell our goods and services in foreign markets by breaking down barriers to 
trade, The means toward that goal have been to enter into agreements which open new markets 
to U.S, exports, and monitor and enforce those agreements, utilizing U.S. trade laws where 
necessary, to ensure that our trading partners are ~iving up to their obligations. 

The key to this, as the President said in a speech at American University in February 1993 
when he outlined his trade policy. is to "continue to welcome foreign products and services 
into our markets, but insist that our products and services be able to enter theirs on equal 
terms." He knows that if we can level the playing field, the American worker will do the rest. The 
stronger multilateral system created by the Uruguay Round is part of this effort. 

Moreover, the system of multilateral rules provides a foundation for our efforts around the 
globe. whether it i.s the FTAA. APEC or the Transatlantic Marketplace. In turn our regional 
efforts aid our efforts for more open markets by creating new mechanisms which pressure our 
trading partners to keep pace with the progress recorded in regional fora. Clearly, the regional 
agreements must be consistent with WTO rules, and that has been a long-standing policy of the 
United States, while providing new opportunities to tear down barriers to trade of goods and 
services . 

. Bilateral and regional progress will lead inevitably to stronger and more effective multilateral 
rules. Indeed, the WTO Secretariat recently issued a study on regionalism and the world trading 
system, which conduded that regional integration agreements and the world trading system have 

. generally functioned as complements to one another. In fact, the s,tudy recognizes that work done 
in the NAFTA on services actually helped to lay ,the foundation for the eventual Uruguay Round 
Agreement in this area, Taken together, our bilateral, regional an~ multilateral efforts all have the 
same goal -- open markets and fair trade rules for U. S, workers and companies. 

Mr. Chairman, we are moving in the right direction. Here at hom~, all of our trade efforts are 
beginning to payoff. In 1995, we enjoyed the largest dollar volume of export growth in U. S. 
history. American workers and companies are once again the most competitive and productive in 
the world. We've surpassed the Germans in exports, and the Japanese in automobile 
production. Exports have grown at a record pace since President Clinton entered office, creating 
more than one million new jobs. And we're beginning to crack open Japan's long-closed market. 
According to Japan's own figures, the U.S. trade deficit with Japan reached its lowest point in 
twelve years in January.. 

Clearly, we are on the right course. 

The Uruguay Round Agreements were a critical step in ensuring that Americans can compete and 
win in what the President calls an "Age of Possibility." We live in a world where the only constant 
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is 'change. But President Clinton is committed to accepting the challenge of change. That's why he 
recognized -- and acted on -- four new realities which are shaping our world. 

First, our nation's economic strength begins at home. With the President's leadership, a tough and 
far-reaching economic package was enacted, which lowered taxes for millions of Americans, 
helped to lower imerest rates. cut the deficit dramatically and aided the successful fight on 
inflation. The economy has created 8.4 million jobs and 93 percent of those jobs have been in the 
private sector. In February 1996, unemployment was 5.5 percent. We're reducing the size and 
scope of government so that it creates opportunity, not bureaucracy. 

Second, globahzation and interdependence of the economies of the world are here to stay. 
Nostalgia for a time when the U.S. economy was self-contained is'understandable, but it doesn't 
provide any answers for how to create jobs in the new economy. T~e nations of the world are truly 
interdependent.' . 

Third, in the post-Cold War world, trade has taken its place at the foreign policy table, alongside 
strategic and political concerns. The days of the Cold War, when we sometimes looked the other 
way when our trading partners failed to live up to their obligations, are over. National security 
and our national economic security cannot be separated. 

Finally, trade is more important than ever to the U.S. economy. In 1970, the value of trade equaled 
just 13 percent of the val ue of U. S. GDP. In 1995, that figure was an estimated 30 percent. Eleven 

. million workers in this country owe their jobs to exports. On average, these jobs pay 13 to 17 

percent more than non-trade j 9bS. Every billiolf.doHa.tsjjf;~xP9rt,s~s.upp6rts;·b.i1:avetage:: .15,000:·:. 
jobs. Clearly, expanding trade is critical to creating good, high-wage jobs. . 

We live in a world of opportunities. Dynamic~conom·iesIXri'·f\Si·{a:n:dLatin Arnerica.~re growing at 
astounding rates. The United States has a mature economy, and we are nearlyat zero population 
groVvth. We have D:)Ur percent ofthe world's population. That means 96 percent of our potential 
consumers live outside our borders. To grow and prosper at home\ye must open the most lucrative 
markets in the rest of the world to U.S. exports -- in both our histo1ric trading partners like Canada, 
Europe and Japan, as well as the dynamic emerging countries in Asia and Latin America. 

The Uruguay Round's Contribution 

The bold vision for the multilateral trading system that Congress approved in the Uruguay Round 
Agreements is responding to these new realities. The broadest trade agreement in history, it plays 
to our strengths as the world's largest trading country, exporter and most productive economy. 
The United States has provided the world with the largest open market since World War II. The 
Uruguay Round and creation of the WTO gave us the opportunity to tear down the barriers that 
had impeded our reciprocal access. It opened foreign markets to U. S. exports in some of our 
most competitive industries It contains a new set of trading rules suitable for the global economy 
as we approach the 21 st century, including tough rules to settle disputes. 
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The WTO is clearly working. 

This new system works to the benefit of U.S. workers in another, significant way. Under the 
old system, conflicts over trade issues brewed untiL they boiled over and had to be resolved by 
major llrounds" of negotiations. The WTO, however, is a forum for continuous trade 
negotiations on specific sectors and consideration of new issues. In the past, governments 
often delayed reducing their trade barriers by waiting for a round. Now the global trading 
nations can -- ami must -- take a more methodical approach, facing issues head on. With 
resolute determination, we can systematically reduce barriers to U.S exports and foster more 
open and fair trade. 

A word about the size and scope of the WTO. The WTO is a stronger institution with more 
responsibilities than the GATT, monitoring a broader range of trade agreements, but this has not 
resulted in a significant increase iri staff, nor has it changed the member-driven character of the 
Organization. The WTO Secretariat comprises a small number of highly trained professionals, 
led by Director General Renato Ruggiero, who took on the job just last May. As a result of the 
Uruguay Round, the WTO has undergone substantial scrutiny in terms of budget and personnel. . 
Our conclusion: dollar for dollar, the United States gets substantial value from the WTO, 
especially considering the positive economic impact in terms of jobs and higher standards of living 
in the United StateS from.the expansion in trade that will result from full implementation of the 
Agreements. 

The results of the first year are impressive, even more so when one realizes that most of the tariff 
concessions are being implemented in stages, generally over five years. World goods trade is 
expected to grow by a very strong 8 percent in volume terms for full year 1995, reaching over 
$10 trillion (exports plus imports). This rate of real growth is alm9st 3 times faster than the 
estimated increase in world production in 1995. For the United States the gains are even more 
impressive in the first year of Uruguay Round implementation. US. exports--rose by 14.4 percent 
on both volume arid value bases in 1995, an increase that is almost 7 times greater than 1995's 
GDP growth. With well over $1.3 trillion in goods trade alone in.:1995 (exports plus imports), 

. the United States remains the world's largest trader. ' . 

The results are equally impressive in sectors that are particularly important to the U.S. economy 
and were the subject of intense negotiations in the Uruguay Round. For example,US. 
agricultural exports to WTO Members grew by 28 percent in the first year of the WTO's 
operation. Moreover, countries that heretofore had banned all imports of key U.S. products such 
as rice and apples were required to open their markets. . ' 

On the industrial side, the United States achieved substantial market opening by broad acceptance 
of the so-call.ed "zero-zero initiatives, " where the United States and other key countries agreed 
to reciprocal elimination of duties. Exports to WTO Members ofproducts covered by these 
initiatives have grown nearly 30 percent in one year. Some examples of export growth <ire 
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striking: US. expons of paper grew more than 40 percent; const:ructionequipment by nearly 30 
percent; and export growth in steel nearly doubled. . 

It is still too early to measure all of the benefits of the new Agreer:nents. Some, like the intellectual 
property rights agreement, only entered into force fully on January 1, 1996. Others, as I have 
noted above, provide for phasing in of market access commitments and phasing out of barriers. 
But it is clear that the cenainty and predictability of the multilater~l system is working to our 
advantage. We are already seeing imponant trends. For example, many of our APEC partners 
are already accelerating their Uruguay Round commitments in order to spur the prospects for 
growth in the region. 

In brief, the Agreements: 

• 	 cut tariffs worldwide on manufactured products, on average·; by over one-third, the largest 
reduction in history; . 

• 	 protect the intellectual property of U.S. entrepreneurs in industries such as 
pharmaceuticals, entertainment and software from piracy in world markets; 

, . 

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

• 	 greatly expand export opponunities for U.S. agricultural products by limiting the ability of 
foreign governments to restrict trade through tariffs, quotas, subsidies and a variety of 
other dom{:stic policies and regulations; 

• 	 ensure that developing countries follow the same trade rules as developed countries and 
that there will be no "free-riders;" .. ­

• 	 establish an effective set of rules for the prompt settlement of disputes, thus eliminating 
shoncomings in the previous (GATT) system that allowed countries to drag out the 
process and block judgments they did not like; and 

• 	 create an on-going forum for multilateral trade negotiations to assure that the rules of the 
system remain current and able to address pressing new issues such as the relationship 
between trade and the environment. 

The Agreements do not, however: 

• 	 impair the effective enforcement of US. laws; 

• 	 impede US. actionagainSt foreign acts, policies or practices falling outside the scope of 
the WTO; 
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• 	 limit the ability of the United States to set its own environmental and health standards and 
to pass its own laws; or 

• 	 erode the sovereignty of the United States to enact and eriforce its laws. 

The Uruguay Round was -- and is -- a good deal for U.S. workers and firms. All told, the 
Uruguay Round, when fully implemented, generally is estimated to add $100-$200 billion to U. S. 
GDP annually: 

Tile WTO and tile Debate on Sovereignty 

Let me emphasize again that the WTO does not infringe on U.S sovereignty. 

The WTO retains many of the strengths and traditions of the GATT. It operates on the basis of 
consensus, and is a member-driven organization. It does not operate like the United Nations. 
Article IX of the WTO Agreement begins with the admonition that the WTb continue a nearly 
fifty year practice of decision-making by consensus. And as the largest economy in the world, the 
United States has the major voice in making any decisions. 

No substantive right or obligation of the United States can be altered or changed without our 
conserit. The WTO does not affect the ability ofthe United States to pass its own laws, to 
enforce existing laws, or to set its own environmental or health standards. Only the U. S. 
government, along with state and local governments, can change federal, state or local laws or 
regulations. 

We maintain the right to use our trade laws -- and this Administfation is cogrrnitted to using those 
laws. The Urugua.y Round contains tougher dispute settlement rules which are already serving 
U.S. interests, but they are not our only tool to open foreign mar.kets. We have used -- and will 
continue to use -- all of our trade laws to stand up for the intere~ts of American workers and 
firms. ' . j' ' 

Of course, should we ever decide that the WTO is not working in our interest, which is very 
unlikely, in my opinion, to occur, we can simply leave the organization after a six month notice. 

I would lm~e you to study carefully the views ofa range of thoughtful commentators. 

Professor John Jackson, author of the landmark treatise, World Trade and The Law of the GATT, 
testified to the Senate Finance Committee: 

It is doubtful that the WTO provides any additional institutional power to that effe'ctively 
exercised by the GATT, and indeed, WTO clauses provide some additional checks and 
balances against misuse of authority.... A careful examination of the WTO Charter leads 

; , 
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me to conclude that the WTO has no more real power thll;n that which existed for the 
GATT under previous agreements", 

Peter Suchman, former Deputy Assistant Secretary of Treasury for Tariff Affairs in the Nixon, 
Ford and Caner Administrations, observed: 

The World Trade Organization (WTO) represents a significant advance in the reform of 
the GATT. The Uruguay Round final provisions on dispute settlement a,nd the WTO 
represent a. major victory for US, negotiators, who had rejected the WTO concept as 
proposed early in the Round by Canada and the EC. The US held out on the WTO as a 

. means to ensure that its own trade laws, including Section 301, would not be unreasonably 
limited. And it worked I The WTO strikes a reasonable balance between the need to 
increase the effectiveness of the GATT panel system and the interests of the United States 
as the world's leading trading country'... 

The United States, in pressing for freer trade and as the world's leading exporting nation, 
has historically been a plaintiff at the GATT ~ore than a <;iefendant. It is the United States 
that theren)fe has the greatest interest in an effective and expeditious GATT dispute 
settlement mechanism. We should be particularly pleased at the result of the Uruguay 
Round because the United States won inclusion of many of the provisions increasing the 
effectiveness of the dispute resolution process that it had ~uggested, 

Joe Cobb, former Chief Economist for the Senate Republican Policy Committee and Minority 
Staff Director for the Joint Economic Committee 'of Congress, wtote forth'e'Hetitage Foundation: , 

The creation of the World Trade Organization as a permanent rulemaking assembly for 
nations eager to expand exports is an historic achievement ... , Withbutthis';uniform system 
of international trade law and the new rules in the Uruguay Round agreement, including 
the enforcement provisions, the US would find it much harder to continue its economic 

. progress into the 21 st century. 

Judge Robert Bork wrote: 

The sover€:ignty issue, in particular, is merely a scarecrow. Under our constitutional 
system, no treaty or international agreement can bind the United States if it does not wish 
to be bound: .. Congress should be reluctant to renege on an agreement except in serious 
cases, but that is a matter of international comity and not ~loss of sovereignty, 

,, 
Finally, Rhoda Karpatkin, President of Consumers Union, said wben endorsing the Round: , 

Through the mechanisms of competition and economic eX,pansion [the Uruguay Round] 
will benefit American consumers. And, it will benefit cons'umers around the world. At the 

i" 
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same time, it will permit the U.S. to maintain strong health, safety and environmental standards. 

Review ofDevelopments 

In 1995, we were able to turn our efforts to implementation of the Agreements a'nd bringing the 
WTO into reality. The details of these efforts are contained in our first report to Congress on 
WTO implementation mandated by the Uruguay Round Agreements Act. 

i , 

My intention today is to focus on a number of selected issues that I know are on the minds of the 
members of this Committee, and to look at the year ahead, which will conclude with the WTO's 
first ministerial meeting in Singapore. 

Dispute Settlement. While the dispute settlement mechanism in t.he WTO does not infringe on 
US. sovereignty, it is proving to be a very effective tool to open other nation's markets. In fact, 
the United States insisted on tough new dispute settlement rules. We bring -- and win -- a 
significant number of cases before dispute settlement panels. And we settle a lot of disputes by 
initiating the dispute settlement process and panel proceedings. Before the Uruguay Round, the 
global trading rules did less to benefit American workers. For example, under the old system, 
nations could decide which rules they wanted to follow. 

, 
One of the most important tools at our disposal is the WTO dispute settlement mechanism. 
We have in the' past year'had situations -- for example in dealing with the European Union on 
grains or Korea on "shelf life" standards -- where the specter of dispute settlement proceedings 
provided the needed incentive to resolve the problem. Currently, the United States is engaged 
.in seven matters as a complaining party under WTO dispute settlement procedures, involving: 
Japanese taxes on distilled spirits; Japanese protection for rights in sound recordings; European 
Communities (EC) import restrictions on bananas; EC import restrictions-on hormone-treated 
meat; Australian import restrictions on salmon; Korean regulations and testinglinspection 
requirements for agricultural imports; and Canadian barriers to the sale of U.S. magazines in 
Canada. 

But, the dispute settlement panel process is not the only WTO forum used by the United States to 
assure that other countries' obligations are met. For example, under Articles XXIV:6 and 
XXVIII, the United States negotiated an agreement with the EC that compensates our U.S. 
companies for higher tariffs in Austria, Finland and Sweden as a result of their accession to the 
EC. Included in this agreelJlent, which is worth more than $4 billion in duties to' our companies 
over the next few years, is a significant reduction in the EC' s semiconductor tariffs. Additionally, 
the United States is working in each of the WTO committees to ensure that obligations in each of 
the Agreements are fulfilled. For example, several countries implemented their commitments 
under the Agriculture Agreement more quickly than they would have if there had been no scrutiny 
by the WTO Members in the Committee on Agriculture, and others came under pressure to 
change their policies when the review process revealed possible WTO inconsistencies. 
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Transparency. When the Uruguay Round results were debated.in the United States, one of 
the clear messages we sent to our trading partners was that further progress was needed in 
assuring transparency in the operation of the WTO and its proceedings. It is clear that one of 
the most important steps we can take in ensuring fair trade in the multilateral trading system is 
by increasing transparency in its procedures and better understanding of the Organization and 
its rules. 

U.S efforts have been focused in the WTO initially on reforming practices with respect to the 
restriction and derestriction of WTO documents, including dispute settlement panel reports, and 
creating mechanisms for enhanced lines of communication between non-governmental 
organizations (NGOs) and the WTO. We have made progress towards this end and hope to 
achieve a consensus in Geneva to ensure public access to information regarding the WTO. We 
have made it clear that resolution of this issue is a high priority for the United States. Director 
General Ruggiero is seized with this issue in Geneva and has taken some important steps .:­
including providing access to the WTO on the Internet. 

In addition, the President's Advisory Committee for Trade Policy and Negotiation (ACTPN) has 
just presented its second report on the WTO. The first report addressed the WTO's disput~ 
settlement provisions in detail; the current report reviews the Uruguay Round Agreements in 
detail and provides policy recommendations on a wide variety of subjects. A third report is 
anticipated prior to the first meeting of the WTO Ministerial Conference in Singapore, this 
December. An important conclusion from the current report confirms what the Administration 
and many in the Congress have been saying:, The WTO sy~tem provid~§. substantial bepefits t() , . 
the United States and requires continued U.s:;:comrrlltrff~rtv.and:"leaaerslli·p;,::·::=:,·t:: '.' -.' .-,.. ,;;i 

Accessions. The number of applications for W19 iv~.~.I1!_9,e~~;~jp.is, at a record high, ,despite the 
much more rigorous requirements established by the W:rO's~'single undertaking. "The list of 
applicants now numbers 29 and is growing, providing the United States substantial opportunities 
for market access in these new markets subject to the same set of rules we have undertaken. 
Equally important, many of these countries represent economies engaged in democratic reforms 
and transition to market-oriented regimes. Demanding a high standard of commitments from 
countries seeking to accede to the WTO is one area where the United States has demonstrated. 
sustained leadership. 

The Congress placed special emphasis on accessions in our debate on the Uruguay Round. Ican 
report to you that the United States has, consistent with the provisions of the Uruguay Round 
Agreements Act, made it apriority to obtain commitments from new entrants at least similar to 
the terms accepted by all WTO Members. The results of the negotiations on Ecuador's accession 
reflect this reality, as do the positions we have taken for all accession applicants. To do otherwise 
would be detrimental to the system we worked so hard to establish. 

The Year Ahead 
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Enforcement. A very high priority for the Clinton Administration. in the year ahead is to remain 
resolute in ensuring that Agreements reached are imp~emented, We will continue to enforce our 
trade agreements and trade laws. For the multilateral system to remain credible, the agreements 
already in hand, as well as the current work before the WTO, must be fully implemented. 

In addition (0 assuring implementation of the Uruguay Round Agr~ements and proceeding with all 
the accessions, the WTO provides an effective tool for enforcement of US. rights, To beef up 
our effons to enforce our trade agreements and trade laws, in January 1996, we created a . 
permanent Monitoring and Enforcement Unit at USTR devoted exclusively to moni(Oring 
implementation of U, S. trade laws and trade agreements, determining compliance by foreign 
governments with their trade agreement obligations, and pursuing actions necessary to enforce 
U. S. rights under those laws and agreements. This unit is supported by similar groups' at the 
Departments of Agriculture and Commerce. We must stand up fo~ American workers and 
companies. -- as well as for the notion that the global trading system must be based on mutuality 
of obligations. 

Basic Telecommunications Services. Imponant negotiations are under way in the services 
area that have enonTIOUS potential for the U. S. economy. Most ,of the new high-wage jobs 
created in the last few years have been in the services seC(OL Services expons ~re already 
equivalent (0 nearly 40 percent of the value of our merchandise expons and are growing 
dynamically. Americans are very competitive in responding (0 and creating new demands for 
services in the world marketplace: 

The Uruguay Rouild established a General Agreement on Trade!in Services (GATS), the first 
multilateral agreement dealing with services. The GATS covers all service sectors and 
represents a major breakthrough in setting agreed trade rules fo~ these sectors. Funher 
negotiations were called for in areas such as basic telecommunications services, in which talks 
are to be completed by April 30 of this year. 

The United States maintains one of the world's most open and competitive telecommunications 
markets. Our objective in the negotiations is, quite simply, to obtain similar levels of 
openness to foreign investment and competition in the markets of other major trading panners, 
most of which are dominated by single providers, private or public. Greater openness (0 

competition in tele:communications services will allow new investment to fill unmet demand in 
many markets around the world. This has enormous potential benefits for manufacturers ·of 
telecommunications, computer and aerospace equipment and telecommunications suppliers. 

I wish that I could repon to you that ail that remains for success is to obtain the signatures of 
all WTO Members. Regrettably, we do not yet have contributions from a critical mass of 
countries (0 declare success, but we still have some days ahead of us. Clearly, a strong 
agreement in this area is good for the sector, and the WTO. It is also, frankly, a test for those 
who seek (0 bring new issues to the WTO, such as investment and competition policy. Both of 
these issues are imponant in the current negotiations. 

10 
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. The basic telecommunications services negotiations cannot be limited to the traditional issues of 
market access and access for investment. The reason is that in most foreitm countries, the 
telecommunications s~rvices provider isa monopoly, usually a state mon;poly, For this reason, a 
successful agreement must also include commitments to adopt Prqcompetitive Regulatory 
Principles -- that is, commitments that assure new entrants in foreign markets have a chance to 
compete with entrenched monopolies, For example, we need aru!e that provides that when a ' 
foreign telecommunications company seeks to interconnect through a former monopoly, it may do 
so on reasonable and non-discriminatory terms, We should also require transparency in foreign 
telecommunications services licensirig, We have laid down an ambitious paper on this subject and 
are discussing it with our trading partners .. 

'1 ! 

Singapore Ministl~rial Meeting. The WTO will embark on a series of regular ministerial . 
sessions to be held, according to the WTO Agreement, at least once every two years with the first 
meeting in Singapore" December 9-13, 1996, The purpose of such meetings is to assure regular, 
political level review by ministers of the operation of the WTO, This is a major cha,nge from the 
GATT, where ministerial meetings were traditionally only convened to launch or conclude 
negotiations, The WTO, unlike the GATT, was intended to provide an on-going forum for 
negotiation andlib(~ralization, Thus, the WTO ministerials will tak~ on a different character. As 
the first of these sessions, the Singapore meeting cannot avoid sett:ing certain precedents' and the 
United States is therefore taking great care to ensure that the first Fonference is realistic in its 
aspirations, The WTO General Council is respopsible for developi&g the agenda for the meeting, 
The agenda will involve at least five major issue areas: i . ' 

I , 

• 	 Implementation of the Agreements; . 
I'
I: 

• 	 The WTO's "built in" agenda, including in areas where furiher negotiations were called 

for prior to the 1996 ministerial; : ' 


• 	 The Committee on Trade and Environment's report andpqs'sible recommendations, as 

. mandated by Ministers at Marrakesh; 
 I 

: ~ . 

• 	 Possible trade liberalizing initiatives, including in the area of
1 ' 

market access; and 

• 	 Issues to add to the WTO' s agenda, : . 
, : 

. The first three of these issues' -- implementation, the built in agend*and the work of the 
Committee on Trade and Environment -- are already a major focuS of work in Geneva and, 
undoubtedly, will receive attention by Ministers at the Singapore n}eeting, The Committee on 
Trade and Environment will provide its first report to Ministers, induding any recommendations 

I 
for action regarding the relationship of trade rules to environmenta,l concerns identified in the 
Committee's work program, It is clear that many WTO Members share the U.s. view that the 
work of this Committee will be an important element of the Ministe~s' agenda at Singapore, We 
will also have to anticipate work to be undertaken between 1996 and 1998 in important areas, 

. , 	 1 . 

. 	 I'. 

i ' 
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For example, Ministers will want to focus on needed preparations for further actions required in 
the individual Agreements. In many cases, the Agreements already call for further negotiation or 
review after 1996 -- for example, with respect to agriculture, industrial subsidies and services. 

Market Access and the Information Technology Agreement,Although not specifically 
provided for in the Uruguay Round Agreements, Members have 'already signaled that additional 
market access opportunities should be the focus of attention at Singapore A number ef 
suggestions ha~e been made, including accelerating tariff reductions and expanding market access 
in particular sectors. The United States, within the confines of eXIsting tariff cutting authority, is 
ready to pursue filrther market access agreements. The United States continues to have 
substantial tariff cutting authority to pursue further the sectoral and harmonization initiatives that 
were priorities in the Uruguay Round. U. S. -EC agreement in late 1995 to pursue an Information 
Technology Agreement (IT A) should galvanize efforts multilaterally in 1996 to reduce further 
barriers to market ,access in this important sector. It is hoped that agreement can be secured by 
Singapore so that the IT A can be fully implemented by 2000. 

I understand that the Committee will hear testimony from representatives of the IT A Coalition. 
We are working closely with industry on this endeavor and appreciate the activist approach that 
they have taken with us to pursue the IT A. ' 

Adding to the WTO's Agenda. Finally, Members have argued that the WTO must continue to 
look forward and to continually add new items to its agenda once the necessary consensus is 
developed by WTO Members, just as we did for trade and the environment as the Uruguay Round 
concluded. Among the most prominent of these issues are: the relationship of trade to 
internationally-recognized labor standards, anti-corruption efforts in international trade, 
particularly in the area of government procurement, and foreign direct investment and competition 
policy. Not surprisingly, the United States hasan interest ih all these issues .. ~ 

Trade and Labol' Standards. As the Committee well knows, successive Administrations have, . . 
since the launch of the Uruguay Round in 1986, attempted to build consensus for GATT and now 
WTO consideratio~ of the relationship between trade and labor standards. This was among the 
issues that was idfmtifiedat the Marrakesh ministerial meeting in April 1994 and included in the 
URAA where the President was directed to seek the establishment of a WTO working party to . '. 

examine the relationship between trade and labor standards. To date, however, developing a 
needed consensus for multilateral work within the WTO has not been possible. 

Nonetheless, the Administration is continuing to pursue the establislunent of a working party as 
one of the issues fix Singapore. On-going work in the Organization for Economic Cooperation 
and Development (OECD) may help to develop this consensus. Current analysis within the 
OECD is focusing on core labor standards that are both human rights and preconditions for the 
achievement of better working standards. These are: freedom of association; collective 
bargaining; elimina.tion of exploitative forms of child labor; prohibition of forced labor; and non­
discrimination in employment. Working with other like-minded countries and the International 
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Labor Organization (ILO), we hope to use the OECD' s efforts an~ the growing recognition 
around the world that there is a relationship between trade and labor issues to begin long-awaited 
work in the WTO on this issue. 

Bribery and Corruption. The prevn.lence of bribery and corruption in international transactions 
undermines confidence in the global trading system and threatens to negate our gains on market 
access which we have already negotiated and agreed upon. The WTO is already making an 
important contribution to combatting these practices in the trade area. Several WTO Agreements 
already deal with some of the problems we have with bribery and corruption. The Preshipment 
Inspection and Customs Valuation Agreements apply to all WTO Members and protect against 
corruption in the use of customs procedures. Additionally, the TRIPs Agreement curbs the theft 
of intellectual property worldwide. But the WTO can and should do more to deal with this 
situation. 

We will continue to seek to extend the WTO Government Procurement Agreement, which, 
because of its rigorous disciplines, excludes key markets in Asia, the Americas, Eastern and 
Central Europe and Africa. Estimates of the value of procurement markets 10 these countries 
approach $1 trillion or more. At the same time, the United States has proposed that all WTO 
Members begin negotiations following the Singapore ministerial on an interim WTO procurement 
agreement foc~sing on transparency, openness and due process. WTO Director General 
Ruggiero ~as pledged himself to work with me in furthering this objective. 

Investment. Work is under way in the OECD to establish a Multil~teral Ag~eem~nt on 
Investment. Some have argued that the WTO is really the better place to ha:ve'such negotiations. 
We have taken the view that no subject should be declared "off limits" to the WTO. But it is not 
clear to us that the WTO is ready to embark on substantial new negotiations on investment in the 
short term. We look for continued progress in OECD neg~tiations towardan';lD~estinent . 
agreement that will set high standards for investment protection. 

Competition Policy. Others have argued that work should begin 10 the WTO to examine the 
relationship betweerttrade and competition policy. After the negotiations on basic 
telecommunications are completed we should be in a position to gauge the extent to which the 
WTO is ready to embark on this issue. 

Conclusion 

I have not touched on all the issues before the WTO, given the breadth of its coverage. All of the 
issues before the WTO are important to the United States. That has to be the case. The United 
States has the largest economy in the world, is the largest trading nation and has the most open 
large economy in the world. Our efforts must always be to press foreign nations to open their 
markets, not shut down our own. This is critical to our efforts to create a better life for all 
Americans. 
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The President is committed to doing everything he can to open foreign markets so American 
workers, farmers and businesses can sell their products abroad. He knows that is how we must 
create high-wage, high-skill jobs in this country and raise our standards of living. We cannot 
afford to build walls of fear around our country. 

The President has set the nation on a course that will forge prosperity mto the next century. The 
President, with the bipartisan support of Congress, is doing his part by standing up for American 
workers, opening foreign markets and pressing to ensure fair trade rules. But we must all work 
together to get there. All of us -- whether we are in government, business, are a student or a farmer 
-- must do our part to forge new opportunities for the American community. As Americans we . 
must join together 1:0 create the new American Century -- an era of limitless possibilities. 
Together, we can build a better future. 

Thank you very much. 

i /, 

i ' 
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Grovving Importan-ce of Trade to the U.S. Economy 
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Exports Booming 

Trends in the Growth Rates of U.S. Goods Exports & Imports to the World 


January 1993 - November 1995 

(Percentage change from same month of previous year) 
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Remarks Prepared for Delivery 
. National Confederation of Industries 

Brasilia, Brazil . 
Ambassador MichaelKantor: , 

March 19, 1996 

I appreciate this opportunity to address you today. This is my first visit ever to Brazil and I have 
wanted to make a trip here as Trade Representative for a long time. Already I have gained a sense 
of the immense hospitality and joy of living one finds in this country. 

The United States and Brazil are thousands of miles apart, but we share much in common. We are 
both blessed by bountiful natural resources. Our societies are both nourished by the diversity ofa 
myriad of cultures:. Immigrants have played an important role in the vitality of our countries, 

At times, our nations have joined together to face the challenges ,of the times. During World War 
II, Brazil was not only one of the first South American nations to join the Allies, but also made a 
major contribution in defeating the Nazis. We are at another point in our histories where our 
interests and destinies are merging. 

Truly, t~e ties that bind us together are stronger than those that pull us apart. Now, with the 
leadership ofboth President Clinton and President Cardoso, our two nations are poised to lead 
the hemisphere on a continued path ofdemocracy and prosperity .. 

. -.:..::; }" ': ~'~, ::" 

Tomorrow I will head to Cartagena, Colombia, to meet with other trade ministers in the 
hemisphere. Both visits have one goal: To further the goals se~ out in the 1994 Summit of the 
Americas, when the nations of the hemisphere. met and agreed to create"opene.tiade in the 
Americas and eliminate barriers to trade by 2005. .-­

But our goal is niQt fair and open trade for the sake of fair and : open trade. Our goal is to raise 
the living standards of the people of all our nations. As we talk about the details of lowering 
barriers to trade:as part of the FTAA, we must never lose sight of what we are really trying to 
achieve: prosperity and democracy throughout the hemisphere' which benefits all people. 
Today, I want to talk about why trade plays such a crucial role in this effort. 

i: 

For decades, 'American Presidents have made an effort to bridge the vast distances between the 
United States and Latin America. A half of century ago, Franklin Roosevelt, a great President 
who realized the need to engage our country in the world, and in this hemisphere, termed his 
desire for the Americas, a "Good Neighbor Policy." 

A generation later, President Kennedy, who understood the same need for partnership with our 
neighbors, advocated an "Alliance for Progress." 

Both of these efElrts recognized the importance ofexpanding trade as a road towards common 
hemispheric prosperity. Yet, despite good intentions, these efforts rarely moved from rhetoric to 



results.. 

Now it is time for a partnership that is both a .good neighbor policy and an alliance for progress. 
Now it is time for c)oncrete actions to move beyond rhetoric, to a reality of partnership, mutual 
prosperity and growth. President Clinton took that step with the historic Summit of the Americas. 

i, 

What has changed to offer new hope that the partnership will became a reality? 

First, democracy hIls swept through the hemisphere. At the meeting ofWestern Hemisphere 
leaders in 1967 in Punta del Este, only 12 of the 19 participants were democracies. At the time of 
the 1994 Summit of the Americas, only one of35 countries in this hemisphere was not a . 
democracy. Democracy is now the rule, not the exception in this hemisphere: The only holdout 
is Cuba. 

Chile, Argentina, Brazil, and many other nations in this region all deserve great credit for the steps 
they took to end dictatorships. And let us never forget the sacrifices people made -- including, at 
times, their lEres -- to ensure democracy ruled in their homelands., : 

Second, the rllations of the hemisphere have relaxed controls on tneir economies, and liberated the 
entrepreneurial spitits of their people. Throughout Latin American and the Caribbean, economic 
growth under open economic policies in the 1990s has replaced stagnation behind protectionist 
walls in the previous three decades .. 

There are 850 million people living in this hemisphere, accounting for a $12 trillion market. 
Enacting economic and political reforms has unleashed the spirit and potential of the people of 
this hemisphere as never before. That's why Latin America and the Caribbean is the second fastest 
growing region in the world. ' 

· Just take a look here in Brazil. President Cardoso's economic reforms have helpeq stabilize the 
economy. Infiation has been drastically reduced. Brazil will prosper by continuing on this course. 

Throughout the hemisphere we see the same lesson. Democracy, open markets, engaging; not 
withdrawing :from your neighbors -- all offer a clear path toward prosperity. 

· Trade is playing a big part ofthe growing dynamism of the hemisphere and has grown more 
important to ::lll ofour economies. Both the United States and B~l have huge domestic 
economies, which for many years were largely insulated from the rest of the world. But, we are· 
now increasulgly interdependent with the rest of the world. 

Last year in ti~e United States, trade equaled an estimated 30 perc,ent of our economy. When 

President Johnson attended the Punta delEste Summit in 1967, the value ofU.S. trade equaled 

only 11.5 percent of our GDP. Today, eleven million workers in my country owe their jobs to 


· exports. On B;yerage, these jobs pay 13 - 17 percent more than non-trade jobs. Ciearly, expanding 
trade is critical to creating good, high-wage jobs -- but not just inthe United States. The same is 
true everywh,~re in the hemisphere. 



. . 

I'll make no Ii>ones about it -- the United States is benefiting from the changes in this hemisphere. 
U.S. trade -- both exports and imports -- with Latin America exc\uding Mexico has increased 
nearly 34 percent ~;ince 1992. ' 

U.S. exports to Latin America now approximate our exports to the European Union. We estimate 
by that by 2010, our exports to Latin America will reach $232 billion -- greater than our 
combined exports to the EU and Japan. Last year, Brazil was our largest export growth market in. . 
the region. 

Clearly trad~' will play a key role· in fostering growth in the hemisphere. 

Recognizing these immense opportunities, President Clinton and the 33 leaders in the hemisphere 
-- all democratically elected -- planted the seeds for prosperity in December of 1994 at the historic 
Summit of the Americas in Miami. Those leaders all knew we must lock in the reforms of the last 
decade and work together to build a better hemisphere. To continue our progress toward 
expanding ti€:s in this hemisphere, the United States supports holding a second Summit of the 
Americas in Late 1997 or early 1998. 

At Miami, the leadlers made a bold pledge to create a Free Trade Area of the Americas (FTAA) 
by 2005. Together, we began to forge a future of mutual prosperity. In Denver last May we 
continued to nurture this tree of prosperity. This week, I am visiting Brazil and meeting other 
trade ministers from the hemisphere in Colombia to ensure that the tree will bear fruit. 

. -:<~.'" .. . .'..:,-.::~'.,;::-:::),;. "; .. ' 

In creating the FTAA, we agreed that the nations of the hemisphere should· not just look at tariffs 
and other issues which are the traditional matters of discussion in trade negotiations. Because of 
the increasing interdependence among our nati6'iis~:-~ri(fth~'hhd~ruable linkages between trade and 
other aspectli of our lives, we must discuss issues which have beenlargely ignored in trade 
discussion ofearlier eras -- some would even say "out of bounds. " 

Our leaders did this at the Miami Summit, and we are doing this in the FTAA. For the first 
time in history, the democratic nations of our hemisphere agreed to recognize the link between 
trade and the environment, as well as trade and improving working conditions. The Miami 
Declaration 'Iof Principles says, "Free trade and increased economic integration are key factors 
for raising standards of living, improving the working conditions of people in the Americas 
and better pi:otectilng the enviroI.lment." 

The Summit Plan of Action was even more direct: In it, the 34 heads of state pledged to make 
trade and en1vironment mutually supportive, and to "further secure the observance and 
promotion of worker rights" as we proceed with economic integration. 

We must address these issues because they can distort or inhibit trade. But it is also critical to 
ensuring that we build confidence in the FTAA -- and trade in general -- that we address these 
issues. 



Let us never ~brget: We do not seek trade for its own sake. 

Our goal is this: to raise standards of liVing and make this hemisphere the world's largest zone of 
prosperity. To reach that goal we must strengthen our economic ties, expand trade ~- and work 
together to raise standards ofliving in all countries in the hemisphere. 

We cannot successfully promote international trade unless working'men and women see its 
benefits in th(;iir lives. The" way to prove to people who are struggling to support their families 
that trade is good for them is not by reciting a lot of economic theory and ideology. We can 
only do it by showing that we will stand up for their interests. A.nd we will do that by working 
together to ndse standards of living in this hemisphere and by protecting the environment. 

"	When it com~:s to trade, the rising tide doesn't raise all the boats by itself -- sometimes you need 
pulleys and p!~ple to pull the boats up by hand. ' 

There is a rig:~t way and a wrong way to promote trade. The wrong way is to assume that we can 
only talk about the traditional trade issues. The right way is to understand that we must ensure 
that expanded trade occurs in conjunction with raising standards of living and improving worker 
rights. We W:U1t to do it the right way in the FfAA. 

The United States iis committed to ensuring we do this the right way. We are committed to 
removing the"barri4~rs to trade to foster growth. And we are comn:titted to ensuring that expanded 
trade occurs i!n conjunction with raising standards of livirig and improving worker rights, and a 
healthier environment. Growth cannot exist, as President Cardoso has said, "without social justice 
or if it destroys the balance of nature." 

The key to maintaining economic growth is to build the middle class in coun!riesaround the 
globe. Moving people up from poverty into the middle class fosters stability and democracy 
within ~hose !;ountries. And let me be frank -- we want a middle class in Latin America because 
we know it creates new markets for American exports, just as the U.S. is the major export market 
for most countries in the hemisphere. But we also want to see the middle class in Latin America 
grow bigger because it means greater hemispheric prosperity and political stability in a democratic 
system. 

Social justice, market"economies and democracy are all closely li*ed. Under President Cardoso's 
leadership, Brazil is showing that economic progress can -- and must -- go hand in hand with 
social progress. Time after time, the lesson is clear: democratic arid social reforms enhance the 
market orienl(ed system. 

We should ailk ourselves, then, what is the best way to ensure all people reap the benefits of this 
new economy in which we live? How can we raise standards of living and create jobs throughout 
the hemisphere? 1:; it by cutting ourselves offfrom each other, reversing the gains of the last 
decade and building walls offear to divide us? Or is there a better way, by continuing to open up 
to each othei, and working together? 
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President CIi~lton knows the path to prosperity is by working together: My country once chose 
the path of protectionism during the 1930s. The result was massive unemployment, lower 
standards of living and, eventually strife with other nations. We learned our lesson. 

The path we IllUSt take now is one ofcontinuing to open up toward each other. We must continue 
to strengthen our ties, and reduce the barriers that divide us. 

We stand at a. historic threshold. Before us lie both immense opportunities -- and immense 
challenges. If the nations of this hemisphere are going to continue to prosper, we must embrace 
both the OPp()rtunities and the responsibilities which lie before us and build on the bold political 
and economi<: reforms that-have swept through the Americas. To do that we must ensure that 
growth and trade raise standards of living throughout the hemisphere. 

Let me say a.word about the unique responsibilities the United Stlltes and Brazil both have in 
fulfilling the promise of the Summit of the Americas. As the two largest economies'in the 
Americas, Wt: have a special responsibility to work together and lead the nations ofthis 
hemisphere on a path toward greater prosperity. 

Brazil has already done much to assume its proper place as a leader in the hemisphere. As I said, 
President Cardoso has made bold moves to reform Brazil's economy. In addition, we are very 
encouraged by the progress that has been made in intellectual property protection in Brazil. We 
hope the governm<mt ofBrazil will continue its efforts to pass remaining legislation to protect , ' 

intellectual plrOperty rights. Strong intellectual property protection will benefit both countries, 
since foreign investors look closely at IPR protection when deciding where to invest. Brazil's 
proposed law on patents will place it at the forefront ofcountries providing IPR protection. 

. . 

Brazil has als:o played a key role in removing barriers to trade in ~he regionJhrough its leadership 
in Mercosur.!, . 

, , 

i 

With regards to the FTAA, since the Summit, the United States and Brazil have played prominent 
roles in consltructing the foundation for achieving the FTAA's goal -- first at the Trade Ministerial 
held in Denv,er and subsequently in the seven working groups created by the Denver "Joint 
Declaration. II 

The United States and Brazil have also been looking at additiona~ ways to strengthen our ties. 
Last April, President Clinton and President Cardoso asked Minister Lampreia and myself to 
conduct a detailed review of the Brazilian-U.S. bilateral commercial relationship. 

. , 

In the fall w(: issued our report, which was based on four themes: expanding our bilateral trade; 
contributing to the FT AA; exploring links between NAFTA and Mercosur; and supporting the 

1_, 

WTO. We ll~amed a great deal from this review and developed a degree of cooperation that has 
continued beyond the completion ofour report. Already we've ~ade progress on a number of the 
report's reci)mmendations, and we expect a status report in July~ The review began an ongoing 
process whi(:h will serve to further strengthen ties between us. ' 



I .. 

This doesn't rilean that we will eliminate all differences between us. From time-to-time, we will 
each question specific elements of each other's trade policy, for example orange juice tariffs or 
auto quotas. But overall, our progress together is good. 

, . 
We will address such differences as friends who do not lose sight of the much greater cpmmon 
interests that we have. 

A word about an issue that I know bothers many in Brazil. Recent'y, U.S. exports to Brazil have 
substantially increased. This is no doubt due in part to the commendable efforts initiated by the 
Brazilian government in recent years to reduce barriers to trade and the Cardoso Administration's 
economic refonn measures. Although, in part, it also reflects the heightened competitiveness of 
the u.s. economy . 

Let me be clear: eXJPanding trade between our two nations is in bo~h our interests. OUf exports to 
you, as well as your exports to us, will help Js grow together, and raise standards of living for 
both nations. 

The United States also has witnessed anexplosion of foreign trade and investment in recent years. 
For example, investment in producer durable equipment has risen to an eleven year high of7.5 
percent of our Gross Domestic Product. This enables the U.S. to replace more rapidly our plant 
and equipment, leading to more modernization of the U.S. manufa~iuring base and increasing 
U.S. competitiveness in the world market. 

, 

A similar process appears to be occurring in Brazil. Many ofBraZi('s imports'consist ofdurable 
goods which will help modernize the Brazilian economy. Such modernization will certainly 
enhance Brazil's competitiveness abroad. 

The Cardoso Administration also is loosening controls on the domestic economy, pursuing 
privatization, and macroeconomic stabilization -- all of which is making Brazil a much more 
attractive environment for investment, bothforeign and domestic. 

These developments, and the close relationship between our presidents, give us the opportunity to 
move beyond the frictions of the past and pursue a positive trade ard investment agenda that 'will 
bear Wit for our citizens, for the hemisphere, and for the intemati~mal trading system. What I said ' 
before bears repeating: A strong relationship between the United States and Brazil is critical to 
the success of raising standards of living in the Americas. 

President Clinton calls this era, "The Age ofPossibility. " He knows that we will never achieve the 
goal ofa better life for our people ifwe build walls of protection to divide us. We will only make 
the most of the opportunities before us by working together, remaining engaged, and 
strengthening our ties. 

Let us join together to build a peaceful, democratic and prosperous hemisphere. Minister 
Lampreia and I both need your help to accomplish that and I look forward to working with you. 
By working together, we will ensure that all ofour people prosper in the years ahead. Thank you 

• I 
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SUMMIT OF THE AMERICAS 
SECOND MINISTERIAL TRADE MEETING 


CARTAGENA, COLOMBIA i 

MARCH 211996 


JOINT DeCLARATION, 

INmODUCTIQN 

1. We, the Ministers responsible for trade. representing the thirty-four nations that participated in 
the Summit of the Americas, met in Cartagena for the Second Trade Ministerial Meeting, according 
to the mandate issued by our Heads of State and Government during the Summit of the Americas, 
held in Miami. We continued the work program. to which we unanimously agreed at the First Trade 
Ministerial Meetin'g in Denver. to prepare for initiqtion of negotiations on the Free Trade Area of the 
Americas (FTAA). We strengthened our commitment to conclude negotiations no later than' 2005, 
and to make concrete progress towards the attainment of this objective by the end of this century. 

'2. The principles previously adopted for constructing the FTAA include: maximizing market 

openness through' high levels of discipline as we build upon existing agreements in the 

Hemisphere; full conSistency with the provisions of the WOf1d Trade Organization (WTO): be 

balanced and comprehensive in scope, covering among others,'all areas included in the Summit of 

the Americas Plan of Action; not raise barriers to other countries and represent a Single undertaking 

comprising mutual rights and obligations. 


3. We examined approaches for constructing the FT AA which will build on existing subregional and, 
bilateral arranlgements In order to broaden: anddeepen~J:temisp~.e.ric;;eCOiii:imic~integraticm·arid to:'" 
bring the agreements together. The approaches are varied 'and complex and must include 
conSistency with Article XXIV of GATT 1994 and its Uruguay Round Understanding and Article V of 
the GATS. We instruct our Vice Ministers Jo ,·discuss. ~such approaches and to: make specific 
recommendations before the 1997 Trade Ministeiiai'Meebng. ,.' ,f '__ '.' .' , 

'4. We also considered the timing and means of launching negotiations to establish the FTAA. We 
agreed that s;ubstantial and additional preparatory work is necessary for productive negotiations. 
We also agreed that concrete progress must be achieved by the end of the century. Taking this 
into accotlnt as well as the progress achieved in the working groups, we direct our Vice Ministers 
to make an assessment of when and how to launch the, FTAA negotiations and to make 
recommendations to us on these issues before the 1997 Trade Ministerial meeting. 

5. We reiterate our commitment to actively continue seeking ways to provide opponunities to 
facilitate int~,ration of the smaller economies and increase th~ir levels of development. We call 
upon all working groups in their deliberations to take into account this commitment as well as ' 
speCific suggestions of the Working Group on Smaller Economies. Acknowledging the differences 
in levels of eI::onomic development among countries in the Hemisphere, we recognize the need for 
technical assistance in order to facilitate the full participation of the smaller economies in the entire 
process leading to the FT AA. 
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WORKING GROUPS; 

We take note of the work programs proposed by the seven existing working groups and direct 
them to carry out the tasks identified with a view to presenting conclusions and recommendations 
for our consideration in 1997, To facilitate achieving this objeCtive, we ask that chairpersons of all 
working groups. in consultatiOn with all participating countries, arrange to meet to coordinate the 
work so as tt); avoid duplication of effort, while at the same time ensuring that there are nc .saps in 
their preparatory work. as well as to ensure the most effective use of available resources, including 
those of the Tripartite Committee. In order to promote the participation of all countries in all aspects 
of the prep'lratory work, chairpersons of working groups should endeavor to coordinate the 
scheduling and venues of the meeting of the working groups, ensuring that best efforts be made to 
limit the dispersion of venues of the working groups. 

7. We direct Vic:e-Ministers to direct. evaluate and coordinate the work of all working groups, so as 
to ensure significant progress in advance of our 1997 meeting. To this end, Vice-Ministers shouid 
meet on at ,least three occasions in advance of our next meeting. We ask the host of the 1997 
Trade Ministerial Meeting to chair these meetings. 

I 

8. We thank the chairpersons for the work they have done during their tenure between the Denver 
Trade Ministerial and the Cartagena Trade Ministerial meetings. We also thank the countries for 
their collaboratiOn in gathering information and their propOsals for future work. 

, ' 

9. To comply with the commitments that we acquired in Denver, we are establishing additional 
working groups in the following areas: Government Procurement. Intellectual Property Rights, 
Services and Competition Policy. We are providing overall guidance, including individual terms of 
reference for each of these new groups (Annex I). At the same time, we agreed to establish a 
Working Group and the terms of reference for dispute settlement procedures at the Third Trade 
Ministerial Meeting. We request the OAS to start compiling information on the dispute settlement 
mechanisms being used in bilateral and subregional trade agreements in the Hemisphere . 

.	10. We approved the list of countries that were nominated to chair the eleven working groups 
(Annex II). These countries are responsible until the next Trade Ministerial Meeting for coordinating 
the schedule of meetings, in consultation with representatives of member countries, and for 
ensuring thilt all terms of reference are achieved. 

11. Each working group should identify and examine trade-related measures in its respective area, 
in order to determine possible approaches to negotiations. We direct each of the working groups to 
submit to Vic:e-Ministers, for their approval, concrete proposals on areas for immediate attention in 
advance of the 1997 TradE; Ministerial Meeting, within the agreed mandate. At theThirrl Trade 
Ministerial Meeting, we will receive reports and decide on subsequent steps to be taken in each 
area. Today we agree on the immediate actions in the areas listed in Annex III. ' . 

•r 
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12. We recognize and appreciate the important'Elnalytical and teChnical work done by the Tripartite 
Committee in support of existing working groups as weJl as the contributions from other specialized 

, regional. subregional and multilateral organizations. We ask that :the Tripartite Committee continue 
to provide such analytical support, technical assistance and relevant studies. as may be requested 
by the working groups. In support of this work. we encourage further contributions. within their 
areas of eXpertise. from relevant regional and subregional institutions as may be requested by the 
working grouP!s. 

OTHER REPORTS AND CONmlBUTlGNS TO ECONOMIC INtEGRATION 

13. In accordance with the Summit of the Americas' Plan of, Action, we noted ~he significant 
developments that have been taking place in the various trade and investment fora in the 
Hemisphere. 

14. The Chairmp" of the Special Committee on Trade (SCn. ofthe OAS reported on the progress 
achieved on the tasks assigned to the SCT by Leaders at the Miami Summit. We; manked the SCT 
for its preliminary version of the Analytical Compendium of Trade and . Integration Accords in the 
Hemisphere. This Compendium will be regula.rly updated in, order to ensure that it remains 
complete. accurate and up-to-date. We agree that the Compendium is an important instrument for 
the understanding and comparison of regional trade agreements and therefore urged the OAS to . 
publish the CClmpendium once the final version has been approved. We also thanked the lOB for its 
report to the SCT on "Rules of Origin in Preferential Trade Agreements in the Americas." which has 
been forwarded to the FTAA Working Group on Customs Procedures and Rules on Origin for their 
consideration. 

15. We received with great interest the conclusions the business sector reached regarding the 13 
topics developed at the Americas Business Forum. We recognize the importance of the role of the 
private sector and its participation in the FTAA process. We have also agreed on the importance of 
Governments consulting their private sectors in preparation for the Trade Ministerial Meeting to be 
held in 1997. We reaffirm our commitment to transparency in the FTAA processs. We direct our 
Vice Ministem to consider appropiate processes to address the protection of !Oe environment. After 
having receIved the report of the committee that will be presented at the WTO Ministerial Meeting in 
Singapore. we will consider creating a study group on this issue based' upon recommendations 
from our Vice Ministers. To this end. we and our Vice Ministers will consider how to proceed in the 
construction c::If the FTAA in this area. We received with appreciation the Declaration of the Tenth 
Inter-American Conference of Ministers of Labor. We recognize the importance of the further 
observance and promotion of worker rights and the need to consider appropriate processes in this 
area, through our respective governments. We will keep this matter under consideration and have 
asked ourVic:e Ministers to keep us informed. ; 

OTHER MAITERS; 

FUTURE MINISTERIAL MEETINGS' 

16. In view of the mandate of our Heads of State and Government. and in accordance with the 
decisions adopted at the Denver meeting, we agree to hold th~ Thirq Ministerial and the BUSiness 
Forum Meetings in the second quarter of 1997. We accept. with appreciation, the invitation of the 
Government of Brasil to host these meetings. The Fourth Trade Minist.erial and Business Forum' 
meetings are to be held in 1998 in Costa Rica. 
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ANNEX I 


ACTION PLAN FOR NEW WORKING GRqUPS' 

I. THE WORKING GROUP ON GOVERNMENT PROCUREMENT WILL: 

1. Collect, systematize and create an inventory of the I~islation. regulations and procedures in 
the countries of the Hemisphere regarding govemment procurement. starting at the central 
govemment level. including. among otherststat~ned enterprises. On the basis of that inventory. 
undertake a study of barriers to access to procurement by the public sector. 

, 

2. Create an inventory and analysis of regulations on goVemment procurement included in 
integration schemes and other existing agreements to which countries in the Hemisphere are 
SignatOries. I 

3. Compile nvailable data on purchases of goods arid services by central govemments. including, 
among othel'S. state-owned enterprises. in the Hemisphere.; , 

4. Identify ilreas of commonality and divergence among govemment procurement systems· in 
countries of the Hemisphere. . 

5. Recommend methods to promote uriderstanding of toe. wro Go~erriment Procurement 
Agreement. 

6. Recommemd methods to promote transparency in govemm-rl1t·procurement. 

7. Make specific recommendations on how to proceed in the cO~structio"JJf V'errAA in this area. 
I .. 

II THE WORKING GROUP ON INTELLECTUAL PROPERTY RIGHTS WILL: 
, .·f.:?!,;">.6. 

1. Create an inventory of the intellectual property agreements. treaties and arrangements that exist 
in the Hemisphere. including all international conventions to which countries are parties . 

. 2. Compile, in the most effiCient manner, an inventory of intellectual property protection laws, 
regulations and enforcement measures in the Hemisphere and. on the basis of this information, 
identify areas of co~monality and divergence. ' 

3..Recommend methods to promote the understanding and effective implementation of the wro 
Agreement on Trade-Related Aspects of Intellectual Property Rights (mIPs). 

4. Identify possible areas for technical assistance. which countries may request. involving both the 
administrath::In and enforcement of intellectual property rights. , 

5. Analyze the implications of emerging technologies for int,allectual property rights protection in 
the FTAA. 

6. Make specific recommendations on how to proceed iii 1.le construction of the FTAA in this area. . , 
I 
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III THE WORKING GROUP ON TRADE ON SERVICES WILL: 

1. Undertake conceptual background work on the .nature of trade in services. including the 
relationship to other working groups, including Investment 

2. Compile a comprehensive inventory of agreements. accords and other arrangements covering 
trade in services in the Hemisphere and determine areas of commonality and divergence. 

,; . ' 

3. Create a comprehensive inventory of measures affecting trad~in services within the Hemisphere 
and identify steps to enhance transparency and facilitate trade. : : 

4. Create a statistical database of trade floWs in ser • ices in the H~misphere. 

5. Recommend methods to promote understanding and effective implementation of the WTO 
General Agreement on Trade in Services (GATS), including technical assistance. 

6. Make spec:ific recommendations on how to pn;,~d in the construction of the FTAA in this area. 

IV THE WORKING .GROUP ON COMPETITION POLICY WILL: . 
I 


. , . I 


1. Promote understanding of the objectives and operation of competition pOlicy. 

2. Compile Eln inventory of domestic laws and regulations that' exist in the Hemisphere that deal 
withanti-a)mpetition conduct and. on the basis of .that information, identify areas of commonality 
and divergence. 

3. Create an inventory of the competition policy agreements, treaties and arrangements existing in 
the Hemisphere. 

4. Identify cooperation mechanisms among govemments in the tiemisphere aiming at ensuring the 
effective implementation of competition policy laws. : 

5. Recommend ways to assist members to establish or improve their domestic competition policy 
regimes. as they may request. 

6. Exchange views on the application and operation of competition policy regimes in the countries 
of the Hemisphere and their relationship to trade in a free trade.area. 

I 

7. Make specific recommendations on how to proceed in the c6nstruction of the FTAA in this area. 
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ANNEX II. 

CHAIR PERSONS OF THE WORKING GROUpS 

We have agreed that the following countries will assume the 'chairs of each of the respective 
working groups until the next Trade Ministerial Meeting. ' 

COUNTRYWORKING GROUP 

ELSALVADORMARKET ACCESS 


BOLIVIA
CUSTOMS PROCEDURES AND RULES 
OF ORIGIN 

INVESTMENT COSTA RICA 
, , 

CANADA 
:0 TRADE 

SANITARY AND PHYTC:3ANITARY MEXICO 
MEASURES 

SUBSIDIES. • ANTIDUMPING" AND ARGEN1"INA 
COUNTERVAILING DUTIES 

STANDARDS AND TECHNICAl. BARRIERS i l 

SMALLER eCONOMIES , JAMAICA 

,'c,:~.,,~;'~;:;i'"~~;;~~'~i:i"~{~~;~'~';'~'i~1~li~h~g;l§fA~ES " 
GOVERNMENT PROCUREMENT 

" ,HONDUAAS INTELLECTUAL PROPERTY RIGHTS 
:: ~, '.<" 

..-
, , 

SERVICES CHILE 

COMPETIT1C)N POLICY PERU 
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ANNEX III 
. I 

pROGRESS REPQRTS FROM THE WORKING GROUpS CREATED IN DENVER AND 

RECOMMEN[)ATIONS FOR FUTURE WORK: 


In addition to the guidance provided elsewhere in this document. we request that the relevant· 

working groups implement the following areas for immediate action: 


MARKET ACCESS 

- Keep data b~ current; make them public. once its contents have· been approved by 

govemments. 


CUSTOMS PROCEDURES AND RULES OF ORIGIN 

-. Develop and improve the complete inventory of customs procedures in the Hemisphere and 

publish the Custol""'S Procedures Manual for its use by the private sector. 

- Make recommendations on promoting electronic filing of customs documentation. 


INVESTMENT 

- Publish a guidebOok on investment regimes in the Hemisphere; 

- Promote acceSSion to existing arbitral conventions. 

- Publish the inventory of investment agreement and treaties in the regipn 


STANDARDS AND TECHNICAL BARRIERS TO TRADE 

- Develop proposals on mutual accreditation of testing facilities. 

- Prepare an inventOry of standards and related measures: 


SUBSIDIES, ANTIDUMPING AND COUNTERVAIUNG DUTIES 

-Release the compendium of the Hemispheric trade laws and procedures being compiled by the 

OAS.· . 


SANITARY AND PHITOSANITARY MEASURES 

- Develop proposals on ways to promote the recognition of sanitary and phytOsanitary certificates 

among countries in the Hemisphere. . 


SMALLER ECONOMIES: 

- Make recommendations on measures, including technical assistance, to facilitate the integration 

of smaller economies into the FTAA. 


PROPOSALS FOR exPANDING TERMS OF REFERENCE 


VYORKING GROUP ON SUBSIDIES, ANTIDUMPING AND COUNTERVAlUNG DUTIES 


- We take note olf the "Report and Recommendations of the Working Group on Subsidies, 

Antidumping, and c::ountervailing Dutiesw

• and urge the Working Group to identify .other practices 

that can be shown to have trade-distorting effects on agricultural trade in or with the hemisphere, 

with an aim to makf! specific recommendations on the subject. 


7 



~. .. 


: ' 

THE MIAMI SUMMIT PROl;ESS: 

CREATING JOBS AND RAISING STANDARDS OF LIVING 


I I 

INTRODUCTION 

Recognizing the enormous opportunity to create jobs, rais:e'standards of living and 

incr~ase exports, President Clinton hosted the historic Summit o(the Americas in Miami in , 

December 1994. The Summit inaugurated a new era in which the 34 democracies in the Western 

Hemisphere pledged to work together to create the largest, most dynamic open market in the 

world by the year 2005. 


I 

President Clinton is committed to building on the historic changes that have swept through 
Latin America and the Caribbean over the last decade. Democracy and economic reform have 
flourished, raising standards of living, building middle classes and increasing political stability. In 

, I ' 

1967, when President Johnson met with Latin American leader-sat the Punta del Este Summit 
only 12 of the 19 participating countries were democracies. Today, Cuba is the only country in 
the hemisphere that is not a democracy. 

President Clinton and the 33 other participating leaders created the vision in Miami; now, 
trade officials are turriing that vision into reality.; The United States hosted the first follow-up 
Western Hemisphere Ministerial meeting last June in Denver and.will continue to playa leadership 
role in this year's Ministerial in Carta~ena, Colombia on March 20 - 21 . 

..­
THE IMPORTANCE OF LATIN AlVIERICA TO THE U.S. 'ECONOMY 

Since taking office, President Clinton had done more to open markets for U.S. products 
than any President in US. history. 'Just as he fought vigorously to conclude and secure passage of 
NAFTA and GATT, President Clinton is committed to creating a Free Trade Area ofthe 
Americas (FT AA) by 2005 and supports a second, Summit of the ,Americas in late 1997 or early 
1998. 

, The FT Al>.. will represent the largest open market in the world -- 750 million consumers 
and $9 trillion of output. Latin America already represents the second fastest growing region of 
the world. As Latin America grows, so does the United States. ' 

In 1994, the value of U.S. trade equaled approximately 30 percent of our economy. 

Similarly, goods exports to'Latin America, excluding Mexico, in 1994 exceeded $50 billion. 

These exports supported an estimated 600,000 American jobs --jobs that pay 13 - 16 percent 

more than those 110t associated with trade. ' Including Canada and Mexico -- both FTAA partners 

-- US. exports to the Western Hemisphere exceeded $220 billion last year, which account for 

over 38 percent of total US. exports. 


, , 

u.S, exports to the region are not oruy large, they are growing and will continue to grow 
rapidly. Since 1992, exports to the region have grown more th~n 44 percent. By the year 2010, ' i 

US. exports to Latin America are estimated to reach $244 billion (constant 1994 dollars)-­



.. -. 


greater than our e~:pected combined exports to the European Union and Japan. Our merchandise 
trade surplus with Latin America has grown by 380 percent since 1992 to $7.8 billion. It is the 
only region in the world With which we have a trade surplus of more than $1 billion. , ' 

No country is better situated to reap the benefits of an growing Latin America than the, ' 
United States. U.S. exports account for over 45 percent of the region's trade. In many Latin 
American countries, more than 70 percent of all imports are produced in the United States by 
American workers. , I 

,:, , 

Just as important as the quantity and growth of US. exports to the region is the quality 
and type of these exports. U.S. exports to the region will support high-skill, high-paying 
manufacturing jobs -- the type that were los~ throughout the 198Qs. In 1994, the United States' 
top two exports to Latin America were capital goods and industrial supplies. These two' , 
categories accounted for more than 65 percent of total U.S. exports to the region. Since'l992, 
exports ofcapital goods to the region have grown by more than 40 percent; exports of industrial 
supplies and materials have grown more than 50 percent. Sales of US. consumer goods are also 
booming -- exports in this category increased by 47% since 1992-: As the region's middle class 
continues to grow" so will US. exports. 

THE MIAMI PROCESS: LOWERING BARRIERS TO TRADE 

Lowering barriers to trade in Latin America makes sense for two reasons: jobs and 
fairness. Currently, the average Latin American tariff on American products is, over four times the 
average American tariff on Latin American goods. Lowering Latin American barriers will lower 
the cost and increcLse sales of American products, thereby creating U.S. jobs. From the standpoint 
of fairness, our matrket i~' open to Latin American products; Latin American markets should be 
open to ours. Qnly with fair trade will the American people cont~nueto support an open trading 
system. 

At the Miami Summit,' Western Hemispheric leaders laid out the vision ofa free and open 
market in the region by the year 2005. Last June in Denver, Trade Ministers took the first, 
concrete steps toward implementing that vision through: 

• 	 Agreement on key trade principles. For example, the 34 countries agreed that the FTAA 
will be a "single undertaking" -- that everyone will play by the same rules. Countries will 
not be able to pick and choose which parts of the FTAA to accept. In addition, the FTAA 
will be both consistent with ,and move beyond existing WTO corrunitments. These 
principles ,will serve as guidelines for future, more specific discussions on the best 
approach to lowering trade barriers. 'I 

• 	 Creation of seven working groups on market access;.inve~tment; customs procedures and 
rules of origin; technical standards; sanitary and phytosanitary procedures; subsidies, 
antidumpiIlg and countervailing duties; and smaller economies. These working groups will 
have met three five times each since Denver and will be submitting detailed reports to 
Trade Ministers in Cartagena on the progress they have made in their preparations for 
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negotiations of the FT AA. 

, 
The United States has ambitious goals for the Ministerial meeting in Cartagena. 

Specifically, the Uiuted States seeks: ' 

• 	 Creation offour new working groups to address issues critical to the U.S. economy-­
services, intellectual property, government procurement and competition policy. 

• 	 Agreement by FTAA countries to take concrete steps toward opening markets even 
before the launch offormal FTAA negotiations. Progress in areas such as customs 
procedures and inv~stment would be an economic benefit to U.S. business and would 
provide momentum to the FTAA negotiations. 

• 	 Progress and clarification regarding the "paths" and timetable for achieving the FTAA 
process .. Each of the working groups -- the existing seven and the four to be established 
at Cartagena -- should make recommendations at the next ~nisterial in 1997 on the best 
approach to negotiations in their respective areas. 

• 	 Greater interaction with the private secto~ to exchange vie~s 9n priorities and objectives 
for FTAA process. . 

. . 

Anyone who has followed previous trade negotiations such as the Uruguay Round, 
NAFTA or the creation of the European Union understands both the.importance and difficulty of 
the preliminary work leading to formal negotiations. The Miami process ,has arid will continue to 
move forward expeditiously. The United States is committed to leading the way. . 

I' 

l, 
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. { F L\A!.J 
CHA.fIU,L\N'S STATEMENT 

I.S.OBE QUADRrLATERAL TR..L\DE MTNTSTERS' MEETING 
April 19.;21. 1996 

Mini!lte(s from Canada.. the Europ~arl Union, Japan an~1 {h~ United Scares h~ld 
the 28th Quadrilateral Meeting in Kobe to review recent developments in in~ernarional 
trace and to continue planning andprepararion for the Singapore :vliriisreritll 
Con!e!'~ncc of the WTO 

We emphasized the need for full implcm'entation of \-VTO Agreements by all 
members to reinforce the 'credibility of the WTO. We agre~d to keep under review 
the situation regarding implementation, bearing' in mind recen~mcasures in violation 

of WTO obligations. such as TR.L.V1s. We look for:v.rard to the report of .the General 
Council on implcmemati(ln. 

We affirmed .uur strong commitment [0 the work of 'the Committee oli Trade 
~nd Environment on allirems ()f irs agenda. We r~viewed ~rs agenda with !)arlicl:lar 

. focus on et:u-Iabclling and the relation between mulrilat~ral cnvironmentaJ 

agreements (MEAs) and WTO provisions. We recogni7..ed ~hat these topics might be 
more ripe for specific recommendations to be endorsed by Mniste~s. We also 
decided t(.1 suppOrt the establishment of this Committee on a, permanent basis. 

We, the Q~,ad, strongly support the nt:gotiationof an' Information Technology 

Agreement (ITA). which is an initiative for trade liberalization in the information. ' 

rechnology induscry, and reaffirmed ollr effom to'wards its re~li7.atibn on the bl.lji:.i 
of In urual benell1. .. • 

We also instructed officials to expf~re the possibilityiof acceleration of tariff 
reduction commitrnems under the Uruguay R{~Untl results. and to explore [he 
possibility of funhcr tariff reductions, and to repon back to us at the carli~st 

oPPol11.mity with a view to niaintaining momentum for funh:er liberalization. 

. . 
As a further contribution to liberaliza£ion, we agreed;on the desirability of 

completing the work pmgmm on accoumancy by the rime ofthe Singapore 
Mini.sl~rial Conference, of expanding the work program in ~997. and of (he 

development of gene~c ruld chat could be appli~d ro several professions. 
j : 

Ministers responsible for the WTO basic telecomrnunicati()nsllcgmiations 
reviewed the current status of negotiations and reaftinned th,eir commitment to it 

succ~ssful conclusion by April 30. They decided t6 redoublt their t:frol:rs to . 

complete the negotiation::i by presenting their best ~:fFN-bas~d 9n'ers and .strongly 

- , 
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urged the Other WTO members to follow suit. They concluded [hat other' 
• • . I , " 

?arnClpants must significantly improve their offers. They r~aflirmed the need to 

make additional commitments on regulatory principles by refe,rring to {he 
reference paper, which would substantiate marker access commitmems. Ministers 

I ' 
reviewed [he outstanding issues in the talks, particularly the possible risk that 
monopolies could distort competition in international services. 

I 

We reaffinned the importance of conduding !.he maritime rran!\pnrr' 

negotiations by June 30 and discussed the need for con[ribmions from all 

panicipants in order to conclude the negotiations successfully 


I 

NOting the built·in agenda under·lhe various WIO Agreements, we welcomed 
the otfer by Canada to prepare a discussiuu paper on ways and means by which the 
successful completionoffuntre work and negotiations contemplated under these 
agreements might be facilitated. 

Wereaffinned our urgent commicmentto successfully concluding negotiations· 
on a Multilateral Agreement on Investment under OECO allspices in the spring of 1997 
We recognize that infornlal discussions on .investment have already begun in Geneva 
Wit!'lout in any way detracting from our determination to re~chthe OECD . 
agreement, we agreed that an informal WTOWorking Group·should now be set 
up in Geneva ,-vith a view to establishing a formal WTOWorking Group at 
the Singapore M:inistcrial Conference. : 

Recognizing, that core labor standards are man:ers of human rights and that 

. their development is the responsibilicy of the International Labor Organization, we 

agreed chat the relation between trade and labor standards sh'~uld, be diseussed at 


. the Singapore Ministerial Conference wirh a view to deterrn:ning how to proceed. 


j 

We agrt!ed on the importance of enhancing the coherence between trade and 
compctirion policy, and agreed that this issue s'hould be discussed at the Singapore 
Ministerial CoMerence with a view iO determining how to proceed. 

, We took nare of the important advances in the OE~D' to combat bribery and 
comlpnon in international (rade. 

, 


We agn~ed to renew our effortS to expand membership in the \VTO 


:\gr::!er!:cnc on Government Procurement (GPA) and to in1prove its disciplines 

, I 

throu.:Th reducin!! barriers [0 govemmem procurement. As a 'firsl step. we 
~ - I 

agreed (0 initiate \vork on an interim arrangement on transparency. 

openness and due process in government procuremenr, ....... hic,h: would hdp to 

rcducccorcuption as an impediment to trade. 1 . 


., 
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We emphasized theimponance of transparency to en~ancing the credibility' 

of ~!Je WTO. a.nd agreed to urge other WTO members to agree on procedures 

for dcrestriccion of panel reports and other WTO documents: , 

We affinncd our view that we intend to work to expand WTO membershio as . . . 
rapidly as possible, on ih~ basis of respect for WTO mJes and the achievement of 

meani ngful market access. In this connection. we believe that effective enforcement 

of intellecrual properly rights protl!ction is necessary for confidenl..:e building among 

the members needed for accession. 

With regard to regional trade initiatives. the last Quad Meecing suggested 

rh~ t::iLablishment ofthe new WTO Committee on Regional Trade Agreements. 

and we welcome its es[ablishmenr. We believe that region~I' trade 'initiatives 

must be consistent ""1th and complementary to the multilateriu:l trading system. 
With a view to building confidence in the relation between regional initiatives 

and the WTO. we exchanged information on our respective regional initiatives 

in the interests of transparency. 
I , 

. I; 

. On regulatory reform, we agreed that ongoing work at the OECD should be 

~u!,ported, and agreed, to explore a pilirilateral Mutual Recognition Agreement 

(MRA) for te[c:comrnunications equipment to remove regulatory barriers to trade. 

We also underlined the ne.:d to deal with trade and de~etopm~m; having i t1. . . 

mind [he commitments taken . at Marrakesh. 

i . 

- ;1 
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