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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 survives in modern China, In the coming months, our country once again will
engage in a broad debate over U. S China pohcy It’s a debate that in many ways is about

building bridges.

The end of the Cold War has presented us with an historip opportunity to place our
relations with mariy countries on a broader and more positive foundation. A foundation based not
on mutual suspicion -- but on mutual cooperation; a foundation built not on mutual threaz‘s -- but
the potential for mutually assured secxmty and prosperity.

The United- States and China (;an achieve this mutual prosperity. I want to focus my
remarks today on opportunities and obstacles. In particular, I want 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 of great 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 mterest in human nghts 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
modern Chinese history did not occur in times of open exchange -- they occurred in times of
isolation.

To promote our multiple interests, this Administration has pursued a policy of engagement
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.




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 of last year’s
intellectual property 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 apologies for China, neither should we apologize for our gconomic 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

ranging from trade to security to human nghts

is making a serious mistake if it underestimates. the depth of fee mg in, the Umted States on 1ssues e

The United States will do its part but if we:aretobuild a lastmg, productive relatlonshlp,
China has a responsibility to take concrete, meanmgﬁ,ll 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 Chma The trade agenda offers a useful context for defining what we
mean by engagement.

Engagement carries with'it a large measure of mutual respﬂonsibility.

For China, the potential of the U.S. market is matched by a tangible reality. In 1994, ‘
nearly 40 percent 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 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 U.S. investment and technology. The United States is one of
China's largest investors. U.S. companies have put more than $10 billion in joint ventures,
wholly-owned companies and other investment vehicles. U.S. companies have also helped grow
markets in China in virtually every sector in which they have been permitted to establish,
benefitting the United States -- but most of all benefitting China. U.S. investment in China has
created jobs, passed on advanced management techmques set quality standards, and improved the
rights and privileges of Chinese workers.

For the United States, it is certainly true that China offers unmatched potential. China is
the world's fastest-growing major economy, with real growth of almost 12 percent last year, and
average growth rates of greater 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.

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 4C 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
_in many other respects. In areas of increasing U.S. comparative advantage -- including services --
"China maintains sanctuary markets -- blocking imports while Chmese companies scramble to
create monopohes

For most Americans, the growing U.S. 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 U.S. 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 beginning of the Clinton
Administration. We expect our trade and investment with China to continue to grow.

We continue to face many problems with Chma But as we address those problems, 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; opened its

markets to many agricultural products.



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 of 90 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 of software -- and sell for $5 to 36 in China and

Hong Kong. China now exports these pirated products throughout Southeast Asia, Latin

' Amenca and increasingly in North America.

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

The ﬁrst anmiversary 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 cffenders creating eﬁ'ectlve 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 license CD factories for legmmate 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.



~ Let me mention briefly another disturbing development. 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 finall y,a market in which

today’s scphlstxcated compames 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 negotiatorsto .
pursue this issue. when they are in China next week.

Our negotiators also will press for resolution of ongoing disputes over wheat and citrus
exports, disputes that have dragged on for far too long. In addition, we will continue to pursue
market opportumtxes heretofore limited or demed for ﬁnancxal 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 their 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 1mphcatxons Especially for you.
As business leaders -- you and your workers have the most to win or lose as the debate over trade
continues. : : ~ ey :

Public support for trade is critical as we turn to the issue of China's membership in the
World Trade Organization -- the WTO. In the WTO issue we again see: both the oppartumtxes
and the responsibilities in our relationship with China. :

-During his discussions with President Jiang last fall, President Clinton reiterated U.S.
support for China's accession to the WTO on the basis of commercially viable commitments.
Since the President’s meeting, USTR negotiators at every level have conducted seven meetings
with our Chinese 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. Ifit is prepared to do so, then we can turn

~ to the next step of determining how best to achieve compliance with each WTO obligation.




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 estabhshmg 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 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.

History will record the events of our recent past as a sweeping tidal wave of democratic
-and market reforrn. 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 Arnericas, only one of 35 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 plaée

- contemporary events in historical perspective. But there’s an element of reality that we must
bring to the China debate. Faxlure 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 share. But
China, too, must bear ifs share -- living up to its responsibilities and accepting the burdens of a
major power.

China’s pmmxse and promises must evolve into actions and realities. That is the only
bridge to peace, stability and economic prosperity.
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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 and non-tariff barriers have been the subject of much discussion. However, one
increasingly prevalent practice has long been ignored or tacitly accepted -- bribery and corruptlon
in international transactlons

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, corruption 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 pnce 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. We are not trying to eliminate competitive advantage. Our goal 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 confidence in an international trading system which must, at its core, promote reciprocity,
national treatment, fairness and the respect for law. The Amerlcan people demand a tough, no-

- nonsense trade policy and the President 1n51sts 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 p0351ble 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 chéllehge of change. 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 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 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 of the economies of the world is here to stay. We’ve
seen a lot of what 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-contained 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 econornic 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. 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 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 four 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 world 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.

: 'Pre51dent Clinton has articulated and implemented a trade policy that responds to these realities.

His goal consistently has been to achieve more opportunities to sell 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.

(

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 cnter forexgn markets on equal terms to those foreign exporters
enjoy in our market‘7 _

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 if our tradmg partners are. cheatmg on the side. Don’t

think all the work is done.

Part of the answer is to continue what we have been domg press to open foreign markets and
expand trade, while standing up for U.S. workers by enforcing and monitoring our 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, we must
have a forward-looking trade policy winch addresses the new challenges we face in the
international trading system

Trade policy has become much more complex in the last fifteen years. When the GATT was
founded after World War 11, 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 sparkéd higher global standards of living
and more jobs in the United States.

Our focus on non-tariff barriers has now led to issues that are no _lé:ss important than tariffs and
intersect with trade in a profound manner. These policies include a nation's actions -- or inactions - -

BT YT,




- regarding environmental protection; adherence to internationally recognized labor standards;
anticompetitive business practices; lack of regulatory transparency, protecting investments and, of
course, anti-competitive 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 natlon on earth who holds its’
citizens accountable for engaging in this kind of behavror

But now we are in a new environment witha highly competitive global economy. And bribery and
corruption are 1nsrd10us 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 can 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 of accepting bribes. We are not talking
about slipping hundred dollar bills to customs officials at the border. We are talking about bribes.
worth hundreds of thousands of dollars or more on major business opportunities.

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

First, and most importantly, rampant bribery and corruption affects the confidence of 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, of course, 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 of almost 100 cases in which foreign bribes undercut U.S. firms’ ablhty
to win contracts valued at $45 bllllon

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



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 bnbery and corruption, it constitutes a
barrier to trade.

The United States is doing its part in combating this problem. The Administration has vrgorously
enforced the Foreign Corrupt Practices Act which makes it 111egal 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, Secretaries 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 led developed countries in the OECD to reach a decision that will commit all.
members to prohibit tax deductibility of bribes to foreign officials, a decision that we expect soon.
Of course, 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 the future.
We need to press in the OECD for recornmendatlons whrch would result in the complete
cnmmahzatlon of bribery. S T T e

Second, we are pressing the WTO to do several things. First, we seek a work program on
government procurement to promote standards regardmg transparency and due process. By
negotiating and agreeing 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 play a role here -- agreement in

Smgapore is one of our 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, whrch because of its rigorous’
disciplines, excludes many key markets in Asia, the Americas, Eastern and Central Europe, or in
Africa. Estimates of the value of procurement markets in these 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 F ree Trade Area of the
Americas -- the FTAA, to promote standards regarding transparency and due process in their
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government procurement activities. In addition, each of these fora should address the issue of

bribery and corruption in a direct and unamblguous manner,

We are using APEC and the FTAA to open a dialogue w1th developmg countries on procurement
and build a consensus for reform under the WTO. The Action Plan of the Summit of the

Americas calls on the "governments of the world to adopt and enforce measures against bribery in -
all financial or commercial transactions with the Hemisphere." All countries, developed and
developing, stand to benefit from a WTO initiative, since bribery and corruption exact a heavy toll

"on international transactrons for all.

Fourth we will urge other countries to loosen government controls on their economies.
Privatizing industries and deregulating economies will have a substantial impact on corruption, by
increasing competition and removing the opportumtles for bnbmg 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 st‘mdardmatlon of documentation, both major safeguards ~

We will also continue to work with private sector, 1abor and non-govemmental orgarﬂzations to
elicit their views and proposals on addressing bribery and corruption in international transactions.

- " A
Sixth, we should ensure that our existing trade laws, specifically Section 301 and Title VII, ‘
provide appropriate remedles for this problem. If not, we should look at whether those laws can be
strengthened. ;
|

Finally, I beheve we should study other measures Wthh would help us combat this problem. This
Administration has sought the best ways to deal with theft of mtellectual property, the use of
prison labor, or other practices which result in an unlevel playing field for American workers This
is no less of a serious problem, and requires no less of a serious response. I would welcome a
bipartisan effort to review this issue. ‘ D :
The President is committed to doing everything he can to open forfeign 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. Americans have
never been ones to bulld walls of fear around our country ' ‘

The President has set the nation on a course that will forge prosperity into the next century. The

President is doing his part by standing up for American workers, opening foreign markets, and
pressing to ensure that bribery and corruption is the exception, not the rule in international
commerce. But we must all work together to get there. All of us --. ‘government, businessman,
farmer, worker, student -- must do our part to forge new opportumtres for the American
community. As Americans we must join together to create the new American Century -- an era of
limitless possibilities. Together, we can build a better future. Thank you very much. -

[
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highei‘ 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 entire 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 reductions 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 information technology sector by
the year 2000. The EU has already implemented these tariff cuts. - This negotiation was
more successful than negotiations in earlier EU enlargements, because we had WTO
dispute settlement to back us up and the EU knew that we meant dusiness.

.. 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 were 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 of protection to millions of dollars’ 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, Taiwan and elsewhere in Asia.

We expect to continue to settle cases --or pursue them through the dispute settlement 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. measurcs in WTO dispute
settlement proceedings, and we will keep the Congress apprised of every 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 w1th 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 appellate body recognized that discriminatory treatment might be 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 the costs of the various regulatory
options to domestic refiners but not to foreign refiners. We were gratlﬁed 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 Agreements and not embellish upon them.

This element of the ruling recognizes and reaffirms the balance in the WTO agreements that
provides us access to foreign markets while maintaining our freedom to protect the environment
and conserve natural resources. We are currently reviewing our options for responding to this
case, in consultation with Congress, and would 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 if other
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 F ebruary 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 agreement -- if done right --
- can unleash the tremendous pent-up demand in most other countries for better and cheaper

telecommunications services.

Much has been accomplished in the talks to date. For example, thirty countriés have accepted
pro-competitive regulatory principles -- a particularly significant achievement in light of past
domination by monopolies. In addition, ten countries have tabled offers 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
of legislative processes 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 effectwe 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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The President has set the nation on a course that will forge prosperity into the next century. He’s
done it with his efforts on the economy, in foreign affairs, and with trade. We are moving in the
right direction. 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.

10
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- Statement of Ambassador Michael Kantor
Before the Senate Foreign Relations Subcommittee on East Asian and Pacific Affairs
and the House Intermtmml Relations Subcommittee on Asia and the Pacxf‘c
‘and International Economic Policy and Trade
¥arch 7, 1996
Mr. Chairmen, distinguished Members, [ appreciate the opportunity to appear today to
discuss the Administration’s trade policy toward China. '

Before moving to specific issues on our trade agend& 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 gf
peace and stability in Asia -- a region of great importance to.our nation. In the APEC, the United
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, irade plays an 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 hnstory did not occur in times of open exchange -- they occurred in times of
1solation,

Under the Jackson-Vanik statute, the President this spring will make his annual
determination on MFN. To promote our multiple interests, thls Admmlstranon has pursued a
pohcy 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 igrnoring our differences. It _
means we actively engage China to resolve our differences. We will not and no one should make
apologtes for China’s human rights record.

Despite our differences, trading with China is an impémant part of our broader ,
engagement srrategy. American products themselves carry the seeds of potential change. Think
about what we sell to China -- computers, fax machines, tele\'/ision satellites, cell phones, books,
music and movies. Do we promote ideas by cutting off access to idea mdusmes? Or isthisa
genie we very much want ou? of the bottle? ?

Our trade 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



respect for the rule of law and respect for international norms of behavior. The [PR 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 I[PR
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 tor their families. Just as we should not
make apologies for China, nor should we apologize for our economic interest in China.

People in this room have watched the China debate evolve now for n‘early seven years
since Tiananmen. - As the President has madé clear, we believe we best promote U.S. interests in
China by trading and engaging on political and strategic issues: 'But China is making a serious
mustake if it underestimates the depth of teeling in the United States on issues rangmor from trade
to security to polaucal matters -- on a regional and global basis.

The United States will.do its part, but if we are to'build a lasting, 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 responsszht:es in our relatnonshnp are nowhere more obvious than
-in our trade relations with China. The trade agenda offers a useful context for defining what we
mean by engagement. Engagement carries with it a large measure of mutual responsibility.

For China, the potential of the U.S. 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 volume of higher value
added products. In addition, Chinese companies are allowed to estab ish freely throughout the
United States. 5

t

For the United States, it is certainly true that China offérs unmatched potential. China is
the world's fastest growing major economy, with real growth of moré than 10 percent last year,
_and average growth rates of greater than 7% for each of the past fourteen years. Unfortunately
for the United States, thé 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 amhmaily restricted by unfair and dxscrxmmatory
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” 523 billion. That’s a goofy debate and a waste of paper. What's clear is that



China’s burgeoning economy shOuld be absorbmo more and more U.S. 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 successtully 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 to continue to grow. In fact, in
1995 our exports to China grew at a more rapid rate -- 27%, than our imports from Chma wh;cn
grew 17%. This breaks a pattern which has persisted for too iOng

We continue to 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 formally eliminated more than
1000 non-taniff import barriers; made its trade regime much more transparent; lowered tanffs;
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 has been enforcement.

Last year -- after 22 months of negotiations -- the United States and China signed a
sweeping Agreement to ensure real protection to foreign and Chinese right holders for many kinds
of intellectual property, including computer software, motion pictures, “sound-recordings,

“pharmaceuticals, agrichemicals, and ‘even automobiles, In clear detail, the Agreement sets out 50
pages of China’s enforcement responsibilities.

The Administration is in the process of evaluating China’s complidnce with the [PR
Enforcement Agreement. The elimination of piracy in China is a long term process. But we
expect China to satisfy the provisions of this Agreement. Our officials have met with their
Chinese countérparts 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 rnet 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 PR Enforcement Agreement committed China to (1) take effective measures to
protect intellectual property through enforcement actions, including action against some 34 CD
factories producing CDs, CD-ROMs, Video CDs, and LDs; (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 enforcement period” for problem regions.

China has taken some important steps to enforce that Agreement. It has launched over
4,200 enforcement actions against [PR pirates in the year since the Agreement was signed. At
one point {ast vear, when [ was in China, the Chinese entorcement authorities had more than one
million enforcement officers engaged in raids and destruction of infringing 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 of 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 time, 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. Each 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 United-States is doing its part to ensure thorough implementation 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 thé 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 promised actien against major
producers and distributors. As a result, 34 CD factories in south and central China produced
some 54 million CDs and LDs in 1995 for a domestic market that can absorb only two to five

lhon. U.S. industries report that China continues to import CD production lines, and may soon
have a production capac ty that is close to 200 million CDs. 4

While CD piracy has remained rampant -- particularly in Guangdong 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 Konc : :

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 North America. Pirated CDs from China are
now entering markets in Russia and the CIS states. Even without counting their losses in these
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" third country markets, U.S. industries estimate that they lost $2.2 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 mtelkectual property mdustnes and creatmg effective
border enforcement.

Closing Pirate Factories. Let me first address China’s pirate factories. Since December,
as part of China’s “winter offensive” against [PR piracy, China has “temporarily suspended”
production at four factories in Guangdong Province and one in neighboring Hainan. China also
revoked the business license of a factory in Suzhou. More recently, in a clear demonstration that,
when the will is present, Chinese enforcement authorities are capable ot tackling the problem,
pubhc security authorities in Shenzhen -- on the Hong Kong border -- closed the notorious

“Overglobe” CD factory. In the process, according to Chinese press reports, they discovered that
“Overglobe” had produced 11 million CDS from August 1994 to November 1995, including

340,000 pornographic CDs. We welcome strong enforcement action of this sort.

The Chinese have informed 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 serious infringing actmt ies, China promised to revoke
business licenses, destroy equipment used to produce the nfrmomo 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 actxon by .

ato.fulfill thesé Commitmentsand'end
rampant piracy in this sector. ) '

Market Access for Intellectual Pfﬁ.ﬁfér@flﬁfﬂﬁﬁﬁ-iés;' Without.market access for
legitimate products, piracy cannot be ma;ked{y reduced. Clearly, markef demand for U.S.
products is very hugh 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 permit U.S.
individuals and entities to enter (nto joint ventures to produce and reproduce computer software
and audiovisual products.

China has not yet taken the steps necessary to providé 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 U.S. 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 China might take meaningless over the long term. Here

e,
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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 agreemem 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, [PR 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. [t has taken
important strides toward making its trade regime more transparent. [t has made a major

commitment to eliminate non-tariff barriers, 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. '

Nonetheless, 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
phytosanitary 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 tanffs 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.



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 346 billion of China’s exports of textiles, footwear and
other products 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. .

Xinhua News Agency. Let me mention briefly another disturbing development. 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. ‘

On January 1, 1996, the Chinese Government authorxzed the Xinhua News Agency -- the
mouthpiece of the Chmese 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
Bloomber<7 -- 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.

Thisis 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
“1ssue to the satisfaction of all 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 ‘enter theirs on equal terms. When ouf trading partners fail to live up to their responsibilities,
American jobs and our standard of living are threatened, and popular support 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 of commercially viable
commitments, Since the President’s meeting, USTR negotiators at every level have conducted
seven meetings with our Chinese 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 obligatio

: : ' oo :
Let me emphasize a key point about the process of moving forward. 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 trom WTO consistency.

For 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 ready to do its share. But
China, too, must bear ifs share -- livinc'up to its responsibilities and accepting the burdens of a
major power. China’s promise and ¢ promxses must evolve into actions and reaht:es That 1s the
only bridge to peace, stability and, economic prosperity.




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

Mr. Chairman, it 1s a pleasure to appear before this Subcommittee today to discuss the World
Trade Organization and its first year of operation. U.S. leadership in maintaining a vibrant, open
and fair trading system is essential to sustainable global growth and economic 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 mfrmgmo on U.S. sovereignty. The
WTO is good for America and all our cmzens :

Mr, Chairman, creation of the WTO and completion of the Uruguay Round Agreements ensured
U.S. leadership in the global economy. The history of the 20th century is clear: global peéce and
prosperity depend on U.S. leadership. In the aftermath of World War 11, the United States led the
world on a path of increased growth, stability and trade e*cpansmn 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 -~ crmcal to our efforts to
create jobs and foster orowth n the United States

U.S. leadership was critical to concluding the Uruguéy Round. President, Clinton, realizing 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 agreementzdespxte several years of
preparation and another seven years of negotiation. In an important demonstration 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 URAA 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 of 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 living 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 multilatera! 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 is 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 concluded that regional integration agreements and the world trading system have

- generally functioned as complements to one another. In fact, the study 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 and 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 home, all of our trade efforts are
beginning to pay off. In 1995, we enjoyed the largest dollar volurhe 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



is change. But President Clinton 1s 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 interest 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, globalization 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. 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. 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 13to 17
percent more than non-trade jobs. Every billion dolldts of: exportSLsupports ‘on‘average, .15, 000
jobs. Clearly, expanding trade is critical to creating good, high-wage jobs.

We live in a world of opportumtles Dynamic economies in"Asid and Latin America: ‘are growmg at -’

astounding rates. The United States has a mature economy, and we are nearly at zero population

~ growth. We have four 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 world to U.S. exports -- in both our h1st0r1c 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 21st century, including tough rules to settle disputes. :

ol



‘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 “rounds” 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 -- and 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 in 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 s6 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 almost 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. U S. exports rose by 14.4 percent
on both volume and 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 m 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, U.S.
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 1mports 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-called “zero-zero initiatives, ” where the United States and other key countries agreed
to reciprocal elimination of duties. Exports to WTO Members of products covered by these
initiatives have grown nearly 30 percent in one year. Some examples of export growth are
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striking: U.S. exports of paper grew more than 40 percent; construction equ1pmem: by nearly 30
percent; and export growth in steel nearly doubled.

It is still too early to measure ail of the benefits of the new Agreements. Some, like the intellectual
property rights agreement, only entered into force fully on January 1, 1996. Others, as [ have
noted above, provide for phasing in of market access commitments and phasing out of barriers.
But it is clear that the certainty and predictability of the multilateral system is working to our
advantage. We dre aiready seeing important 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. exporters of services such as accounting,
advertising, computer services, tourism, engineering and construction,

. greatly expand export opportunities for U.S. agricultural products by limiting the ability of
foreign governments to restrict trade through tariffs, quotas subsxdles and a variety of
other domestic policies and regulations;

. ensure that developing countries follow the same trade rules as develgped countries and
that there will be no “free-riders;”

. establish an effective set of rules for the pbrompt settlement of disputes, thus eliminating
shortcomings 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 U.S. laws;
J impede U.S. action against foreign acts, policies or practlces fallmg outside the scope of
the WTO;



’ * limit the ability of the Umted States to set its own envxronmental and health standards and -
to pass its own laws; or

i

. © erode the sovereignty of the United States to enact and enforce its laws.

The Uruguay Round was -- and is -- a good dealifor U.S. .workérs and firms. All told, the
Uruguay Round, when fully implemented, generally is estimated to add $100-3200 billion to U.S.
GDP annually.

The WTO and the 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 WTO continue a nearly
fifty year practice of decision-making by consensus. And as the largest econcmy 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
consent. The WTO does not affect the ability of the 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 Administration is committed to usmg those
laws. The Uruguay Round contains tougher dispute settlement rules which are already serving
U.S. interests, but they are not our only tool to open foreign markets We have used -- and will
continue to use -- all of our trade laws to stand up for the i mterests of American workers and
firms. : 5

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 urge you to study carefully the views of a range of thoughtful commentators.

Professor John Jackson, author of the landmark treatise, Wérld Trade and ?71e Law of the GA T,
testified to the Senate Finance Commuittee:

It is doubtful that the WTO provxdes any additional msmtutlonal power to that effectively
exercised by the GATT, and indeed, WTO clauses provxde some additional checks and
balances against misuse of authority. . . . A careful examination of the WTO Charter leads

[



me to conclude that the WTO has no more real power thaﬁ that which existed for the
GATT under previous agreements... -

Peter Suchman, former Deputy Assistant Secretary of Treasury for Tanff Affairs in the Nixon,
Ford and Carter Administrations, observed: f

The World Trade Organization (WTO) represents a significant advance in the reform of
the GATT. The Uruguay Round final provisions on dispute settlement and the WTO
represent a major victory for U.S. negotiators, who had ré:jected the WTO concept as
proposed early in the Round by Canada and the EC. The U.S. 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! 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 wor d 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 more than a defendant. It is the United States
that therefore 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 suggested

Joe Cobb, former Chief Economist for the Senate Republican Pchcy Committee and Minority
Staff Director for the Joint Economic Commlttee of Congress, wrote for'the Hentage Foundation:

The creation of the Wor!d Trade Drganxzatlon asa permanent rulemakmg assembly for -
nations eager to expand exports is an historic achievement... Wlthout thisfuniform system
of international trade law and the new rules in the Uruguay Round agreement, including
the enforcement provisions, the U.S. would ﬁnd it much harder to continue its economic
-progress into the 21st century.

Judge Robert Bork wrote:

The sovereignty 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 a loss of sovereignty.

Finally, Rhoda Karpatkin, President of Consumers Union, said when endorsing the Round:
Through the mechanisms of competition and economic expansion [the Uruguay Round]
will benefit American consumers. And, it will benefit cons'umers around the world. At the
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same time, it will permit the U.S. to maintain strong health, safety and environmental standards.

" Review of Developments

In 1995, we were able to turn our efforts to implementation of the Agreements and 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. ‘
o i
My intention today is to focus on a number of selected issues that T 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. o : '

Dispute Settlement. While the dispute settlement mechanism in the WTO does not infringe on
U.S. 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 dis'pute 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 testing/inspection
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 agreement, 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 1mp\emented 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.




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 practlces 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 dispute
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 saymg The WTO s stem prov1des substantlal beneﬁts to

Accessions. The number of applications for WTO \ermbershxp is ata record high, desplte the
much more rigorous requirements established by the WTOs smgl undenakmg ‘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 Umted States has demonstrated .
sustamed 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 a priority 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 verv high priority for the Clinton Administration in the year ahead is to remain
resolute in ensuring that Agreements reached are implemented. We will continue to enforce our
trade agreements and trade laws. For the multilateral svstem to remain credible, the agreements
already in hand, as well as the current work before the WTO, must be fully implemented.

In addition to assuring implementation of the Uruguay Round Agreements and proceeding with all
the accessions, the WTO provides an effective tool for enforcement of U.S. rights. To beef up
our efforts to enforce our trade agreements and trade laws, in January 1996, we created a
permanent Monitoring and Enforcement Unit at USTR devoted exclusively to monitoring
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 supponed by similar groups at the
Departments of Agriculture and Commerce. We must stand up for American workers and
companies. -- as well as for the notion that the global tradmg system must be based on mutuality
of obligations.

Basic Telecommunications Services. Important negotiations are under way in the services
area that have enormous potential for the U.S. economy. Most of the new high-wage jobs
created in the last few years have been in the services sector. Services exports are already
equivalent to nearly 40 percent of the value of our merchandise exports and are growing
dynamically. Americans are very competitive in responding to and creating new demands for
sérvices in the world marketplace.

The Uruguay Round 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 for these sectors. Further
negotiations were called for in areas such as basic telecommumcanons services, in which talks
are to be comp leted by ‘April 30 of this year. P

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
operness to foreign investment and competition in the markets of other major trading partners,
most of which are dominated by single providers, private or public. Greater openness to’
competition in telecommunications 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 'equipmem-ar‘xd telecommunications suppliers.

I wish that I could report to you that all 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 to 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 to bring new issues to the WTO, such as investment and competition policy. Both of
these issues are important in the current negotiations.
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‘The basic telecomraunications services negotiations cannot be limited to the traditional issues of
market access and access for investment. The reason is that in most foreign countries, the
telecommunications services provider is-a monopoly, usually a staté monopoly. For this reason, a
successful agreement must also include commitments to adopt Procompetitive Regulatory
Principles -- that is, commitments that assure new entrants in foreign markets have a chance to
compete with entrenched monopolies. For example, we need a rule 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 licensing. We have laid down an ambltrous paper on this subject and
are discussing it with our tradmg partners. A

Singapore Ministerial Meeting. The WTO will embark on a serles 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 @ major change from the

GATT, where ministerial meetings were traditionally only convened to launch or conclude '
negotiations. The WTO, unlike the GATT, was intended to provrde an on-going forum for

negotiation and liberalization. Thus, the WTO ministerials will take on a different character. As

the first of these sessions, the Singapore meeting cannot avoid settmg certain precedents and the

United States is therefore taking great care to ensure that the first conference is realistic in its

aspirations. The WTO General Council is responsrble for devel opmg the agenda for the meeting. .

The agenda will mvolve at least five major issue areas: Pl

A

| s

e  Implementation of the Agreements; : -

‘ H

e  The WTO s “built in” agenda, including in areas where ﬁmher negotiations were called
for prlor to the 1996 mrmsterral ‘ : '

:
i

e  The Commxttee on Trade and Environment’s repon and poss1ble recommendanons as

" mandated by Ministers at Marrakesh; , L

o Possible trade liberalizing initiatives, including in the area of market access; and
e _ P

L Issues to add to the WTO’s agenda. | 1

‘The first three of these issues -- implementation, the built in agenda 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 meeting The Committee on
Trade and Environment will-provide its first report to Ministers, in¢luding any recommendations
for action regarding the relationship of trade rules to enwronmental 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 Ministers’ agenda at Singapore. We
will also have to anticipate work to be under‘caken between 1996 and 1998 in important areas.

l
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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 of
suggestions have 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 further 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 (ITA) 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 [TA can be fully implemented by 2000.

[ understand that the Committee will hear testimony from representatives of the ITA Coalition.
We are working closely with industry on this endeavor and apprec1ate the activist approach that
they have taken with us to pursue the I[TA. :

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 has an interest in all these issues. _

Trade and Labor 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 consideration of the relationship between trade and labor standards. This was among the
issues that was identified at 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 establishment of a working party as-
one of the issues for 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 berter working standards. These are: freedom of association; collective
bargaining; elimination 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 and'the growing recoqﬁition
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 prevalence 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 in 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 focusing on transparency, openness and due process. WTO Director. General
Ruggiero has pledged himself to work with me in ﬁmhering this objective;

" Investment. Work is under way in the OECD to establish a Multilateral Agreement on
Investment. Some have argued that the WTO is really the better place to havé ‘stich. 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 1S ready to embark on substantial new negotxatxons on mvestment in the

agreemem that wi 1 set high standards for investment protection.

Competition Policy. ‘Others have argued that work should begin in the WTO to examine the
relationship betweeri trade and competition policy. After the negotiations on basic
telecommunications are completed we should be in a position to gauge the extent to whxch the
WTO 1s 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 Iargesr 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. '




o

The President 1s committed to doing everything he can to open foreign markets so American
workers, farmers arid businesses can sell their products abroad. He knows that i1s 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 into 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 o create the new American Century -- an era of limitless possibilities.
Together, we can build a better future.

Thank you very much.
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Remarks Prepared for Delivery
" National Confederation of Industnos
Brasilia, Brazil
Ambassador Michael Kantor
March 19, 1996

I appreciate this opporfunity 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 of a
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 pomt in our histories where our
interests and destlmes are merging.

Truly, the ties that bind us together are stronger than those that pull us apart. Now, with the
leadership of both President Clinton and President Cardoso, our two nations are poised to lead

© the hemisphere on a continued path of democracy and prosperity’.l

Tomorrow I will head to Cartagena, Colombra to meet with other trade numsters in the
hemisphere. Both visits have one goal: To further the goals set out in the 1994 Summit of the
Americas, when the nations of the hemisphere met and agreed to create: open trade in the
Americas and eliminate barriers to trade by 2005.

But-our goal is not 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.

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 thls hemxsphere termed his
desire for the Americas, a "Good Neighbor Policy."

A generatlon later, President Kennedy, who understood the same need for partnershlp w1th our

neighbors, advocated an "Alliance for Progress."

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

What has chahged to oﬁ'er new hope that the partnership will bécgme a reality‘?

First, democracy has swept through the hemisphere. At the meetmg of Western Hemisphere
leaders in 1967 in Punta del Este, only 12 of the 19 partncnpants were democracies. At the time of .
the 1994 Summit of the Americas, only one of 35 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 sacrlﬁces people made -- mcludmg, at
times, thexr lives -- to ensure democracy ruled in their homelands..

Second, the rations of the hemisphere have relaxed controls on thenr economies, and liberated the

entrepreneurial spirits of their people. Throughout Latin American and the Caribbean, economic

growth under open economic policies in the 1990s has replaced stagnation behmd protectlomst

walls in the previous three decades.

There are 850 million people living in this hemisphere, éccouhting 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
growmg regmn in the world.

- Just take a losok here in Brazil. President Cardoso's economic reforms have helped stabilize the

economy. Inflation 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
thhdramng from your nelghbors -- all offer a clear path toward prosperity.

" Trade is playing a big part of the growing dynarmsm of the hemisphere and has grown more

important to all of our economies. Both the United States and Brazil have huge domestic
economies, which for many years were largely insulated from the rest of the world. But, we are -
now increasir:xgly interdependent with the rest of the world. ‘

Last year in t)rle United States, trade equaled an estimated 30 percent of our economy. When
President Johnson attended the Punta del Este Summit in 1967, the value of U.S. trade equaled
only 11.5 percent of our GDP. Today, eleven million workers in imy country owe their jobs to

. exports. On average, these jobs pay 13 - 17 percent more than non-trade jobs. Clearly, expanding

trade is critical to creating good, high-wage jobs -- but not just in, the United States. The same is
true everywhere in the hemlsphere :



‘I’ll make no bones about it -- the United States is benefiting from the changes in this hemisphere.
U.S. trade -- both exports and imports -- with Latin America excludmg Mexico has increased
nearly 34 percent since 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.

t
!

Clearly trade will play a key role in fostering growth in the henusphere

Recogmzmg 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 viork together to build a better hemisphere. To continue our progress toward
expanding ties in this hemisphere, the United States supports holding a second Summlt of the
Americas in late 1997 or early 1998. :

At Miami, the leaders 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 numsters from the hemisphere in Colombla to ensure that the tree wﬂl bear ﬁ'ult o

In creatmg the FTAA, we agreed that the natlons of the hermsphere should not _]USt look at tanffs |

and other issues which are the traditional matters of discussion in trade negotiations. Because of
the increasing interdependence among our nations; ‘and the Uindeniable lmkages between trade and
other aspects of our lives, we must discuss issues which have been largely ignored in trade -
discussion of’earlier 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 workmg conditions. The Miami
Declaration of Principles says, "Free trade and increased economic integration are key factors
for raising siandards of living, improving the working condltlons of people in the Amencas
and better p1 'otecting the environment."

The Summit Plan of Action was even more direct: In it, the 34 heads of state pledged to make
trade and environment 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.

-
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 Let us never forget: We do not seek trade for its own sake.

" Qur 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 of living in all countries in the hemisphere.

We cannot successfully promote international trade unless working ‘men and women see its
benefits in their lives. The way to prove to people who are struggling to support their families
that trade is g,ood 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. And we will do that by working
together to raise standards of living in this hemisphere and by protecting the environment.

‘When it comés to trade, the rising tide doesn’t raise all the boats by itself -- sometimes you need

pulleys and people to pull the boats up by hand.

There is a right 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 i 1mprovmg worker
rights. We w.mt to do it the nght way in the FTAA.

The United States is committed to ensuring we do this the right way. We are committed to
removing the barriers to trade to foster growth. And we are committed to ensuring that expanded
trade occurs in conjunction with raising standards of living 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 bunld the middle class in countries around the
globe. Moving people up from poverty into the middle class fosters stability and democracy

within those countries. 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 prospenty and political stablhty in a democratic
system. :

Social justice, market economies and democracy are all closely linfked. 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 and social reforms enhance the -
market orienied system. :

We should ask oursellres, then, what is the best véay 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? Is it by cutting ourselves off from each other, reversing the gains of the last
decade and building walls of fear to divide us? Or is there a better way, ‘by continuing to open up
to each other, and working together‘?



President Clmton 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 jfnust take now is one of continuing 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. Ifthe nations of this hemisphere are going to continue to prosper, we must embrace

both the opportunities and the responsibilities which lie before us and build on the bold political

and economic: 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 States and Brazil both have in
fulfilling the promise of the Summit of the Americas. As the two largest economies in the
Americas, we: have a special responsibility to work together and lead the nations of this
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 government of Brazil will continue its efforts to pass remaining legislation to protect -
intellectual property 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 of countries providing IPR protection.

* ‘Brazil has alco played a key role in removmg barriers to trade in the reglon through its leadership

in Mercosur.,

With regards to'the FTAA, since the Summit, the United States and Brazil have played prominént

roles in consiructing the foundation for achieving the FTAA's goal -- first at the Trade Ministerial
held in Denver and subsequently in the seven workmg groups created by the Denver "Joint
Declaration."

The United States and Brazil have also been looking at additional 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 we issued our report, which was based on four themes: expanding our bilateral trade;
ccntributingl'to the FTAA; exploring links between NAFTA and Mercosur; and supporting the
WTO. We lzarned a great deal from this review and developed a degree of cooperation that has
continued beyond the completion of our report. Already we’ve made progress on a number of the
report’s recommendations, and we expect a status report in July The review began an ongoing
process which will serve to further strengthen ties between us.
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This doesn't mean 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 common
interests that we have. :

A word about an issue that I know bothers many in Brazil. Recently, 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 reform measures. Although, in part, it also reflects the heightened competltlveness of
the U. S economy .

Let me be clear: expanding trade between our two nations is in botfl our interests. Our exports to
you, as well as your exports to us, will help us grow together, and raise standards of living for
both nations.

The United States also has witnessed an explosion of foreign trade and investment in recent years.

For example, investment in producer durable equipment has risen to an eleven year high of 7.5

percent of our Gross Domestic Product. This enables the U.S. to replace more rapidly our plant

- and equipment, leading to more modemnization of the U. S. manufactunng base and increasing
U.S. competitiveness in the world market. ,

A similar process appears to be occurring in Brazil. Many of Brazil's imports consist of durable

goods which will help modernize the Brazilian economy. Such modermzauon 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, both foreign 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 and investment agenda that will
bear fruit for our citizens, for the hemisphere, and for the international trading system. What I said -
before bears repeatmg A strong relationship between the United States and Brazil is critical to
the success of raising standards of lmng in the Americas.

President Clinton calls this era, “The Age of Possibility.” He knows that we will never achieve the
goal of a better life for our people if we build walls of protection to divide us. We will only make
the most of the opportunities before us by workmg together remaining engaged, and
strengthenmg our ties.

Let us join together to build a peaceful, democratic and pfospérous 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 of our people prospe(in the years ahead. Thank you






SUMMIT OF THE AMERICAS
SECOND MINISTERIAL TRADE MEETING
CARTAGENA, COLOMBIA
MARCH 21 1996

JOINT DECLARATION
INTRODUCTION ,
1. We, the Ministers resbonsible for trade, representing the thiity-four nations that participated in
the Summit of the Americas, met in Cartagena for the Second Trade Ministenal Meeting, according
to the mandate issued by our Heads of State and Government during the Summit of the Americas,
heid in Miami. We continued the work program, to which we unanimously agreed at the First Trade
Ministerial Meeting in Denver, to prepare for initiation of negotiations on the Free Trade Area of the

Americas (FTAA). We strengthened our commitment to conciude negotiations no fater 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 World Trade Organization (WTO); be
balanced and comprehensive in scope, covering among others, all areas inciuded in the Summit of
the Americas Plan of Action; not raise barriers to other countries and represent a single undertaking
comprising mutual nghts and obligations.

3. We examined approaches for constructing the FTAA which will build on e)astmg subregional and .

bilateral arrangements in order to broaden and deepen :Hemispheric: economlmntegratson and tol "l e

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 .to .discuss. .such approaches and to- make specific
recommendations before the 1997 Trade Ministerial Meéeting. S -

" 4. We also considered the timing and means of launching negotiations to establish the FTAA. We
agreed that substantial 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 account 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 opportunities to
facilitate integration of the smaller economies and increase their leveis 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 leveis of economic 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 FTAA,
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6. In tight of the decisions taken at the Miami Summit and at the Denver Trade Ministerial meeting
and in the process of continuing preparations for negotiations, we received the reports from the
chairpersons of the seven working groups established in Denver as well as the working groups'
specific recommendations for subsequent action. On the basis of each group’s report, we are
convinced that substantial progress on preparing for negotiations has been achieved and that the
initial work program is weil underway. . :

We take note of the work programs proposed by the seven exlsung 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 ail
working groups, in consultation with all participating countries, arrange to meet to coordinate the
work so as to: avoid duplication of effort, while at the same time ensuring that there are nc _aps 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 preparatory 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 dxspers:on of venues of the working groups.

7. We direct Vice-Ministers to direct, eval‘uate 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 should
meet on at least three occasions in advance of our next meeting. We ask the host of the 1897
Trade Ministerial Meeting to chair these meetings. :

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: Govemment 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 |). 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 agreemnts in the Hemisphere.

"10. We approved the list of countries that were nominated to chair the eleven working groups

(Annex il). These countries are responsible until the next Trade Ministerial Meeting for coordinating
the schedule of meetings, in consuitation with representatives of member countries, and for
ensuring that all terms of reference are achieved.

11. Each working group shouid 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 Vice-Ministers, for their approval, concrete proposals on areas for immediate attention in
advance of the 1997 Trade Ministerial Meeting, within the agreed mandate. At the Thirt Trade
Ministenial Meeting, we will receive reports and decide on subsequent steps to be taken in each
area. Today we agree on the lmmedlate actions in the areas lusted in Annex il



12. We recognize and appreciate the important:analytical and technical work done by the Tripartite
Committee in support of existing working groups as well as the contributions from other specialized

. fegional, subregional and muititateral organizations. We ask that the Tripartite Committee continue
to provide such analyticat 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 mstm.mons as may be requested by the
working groups

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 Chairmz - of the Special Committee on Trade (SCT), of the OAS reported on the progress
achieved on the tasks assigned to the SCT by Leaders at the Miami Summit. We mianked the SCT
for its preliminary version of the Analytical Compendium of Trade and.integration Accords in the
Hemisphere. This Compendium will be regularly updated in order to ensure that it remains
complete, accurate and up-to-date. We agree-that the Compendaum is an important instrument for
the understanding and comparison of regional trade agreements and therefore urged the OAS to -
publish the Compendium once the final version has been approved. We also thanked the 1DB 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
cons:deranon :

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 consuiting their private sectors in preparation for the Trade Ministeriai Meeting to be
held in 1997. We reaffirm our commitment to transparency in the FTAA processs. We direct our
Vice Ministers to consider appropiate processes to address the protection of the environment. After
having received the report of the committee that will be presented at the WTQ 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 of 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 our Vice Ministers to keep us informed.

1

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 the: Third Ministerial and the Business
Forum Meetings in the second quarter of 1997. We accept, wsth appreciation, the invitation of the
Government of Brasil to host these meetings. The Fourth Trade Ministerial and Business Forum’
meetings are to be held in 1998 in Costa Rica.



ANNEX | i

ACTION PLAN FOR NEW WORKING GROUPS:
l. THE WORKING GROUP ON GOVERNMENT PROCUREMENT WILL:

1. Collect, systematize and create an inventory of the legislation, regulahons and procedures in
the countries of the Hemisphere regarding government procurement, starting at the central
govemment level, including, among others, state-owned enterprises. On the basis of that rnventory,
undertake a study of bamers to access to procurement by the publxc sector.

2. Create an inventory and analysis of regulat:ons on gcvemment procurement inciuded in
integration schermes and other existing agreements to which countries in the Hemisphere are
signatories, } I

3. Compile avaulable data on purchases of goods and services by central govemments mcludrng.
among others, state-owned enterprises, in the Hemisphere.

4. ldentify areas of commonality and drvergence among govemment procurement systems . in
countries of the Hemssphere

5. Recommend methods to promote understanding of the WTO Govemment Procurement
Agreement. .

6. Recommend methods to promote transparency in go\rernment procurement. .

7. Make specific recommendatrons on how to proceed inthe constructron of the FT AA in this area.

Il THE WORKING GROUP ON INTELLECTUAL PROPERTY RlGHTS WILL

;.n

- 1. Create an inventory of the mtellectual property agreements treatres and arrangements that exist
in the Hemisphere, including all international conventions to whtch countries are parties.

-2. Compile, in the most efficient manner, an inventory of rntellectual property protectlon iaws,
regulations and enforcement measures in the Hemrsphere and .on the basis of this information,
identify areas of commonahty and divergence.

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

4. |dentify possrble areas for technrcal assistance, which countries may request, involving both the
administration and enforcement of intellectual property rights. .

5. Analyze the rmpllcatrons of emerging technologies for rntel!ectual property rights protection in
the FTAA.

6. Make specific recommendations on how to proceed iii e construction of the FTAA in this area.
.



lll THE WORKING GROUP ON TRADE ON SERVICES WILL:

1. Undertake conceptual background work on the t:ﬁamre of trade in services, including the
relationship to other working groups, including investment. ‘ '

2. Compile a comprehensive invento'r); of agreements, accord§ and other arrangements covering
trade in services in the Hemisphere and determine areas of commonaliity and dive_rgence.

3. Create a comprehensive inventory of measures affecting 'tradé in services within the Hethiéphere
and identify steps to enhance transparency and facilitate trade. : .

4. Create a statistical database of trade flows in ser.ices in the I_'-igmisphere.

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

6. Make specific recommendations on how to proveed in the construction of the FTAA in this area.

IVTHE WORKING GROUP ON COMPETITION POLICY WILL; -

i

1. Promote understanding of the cbjectives and operation of co}npeﬁtion policy.

2. Compile an inventory of domestic laws and regulations that ‘exist in the Hemisphere that deal
with anti-competition conduct and on the basis of that mformanon ldenttfy areas of commonalrty
and divergence., :

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

4. Identify cooperation mechanisms among governments in the Hemtsphere aiming at ensuring the
effective impiementation of competition poiicy laws.

5, Recommend ways to assist members to establish or lmprove their domesuc competmon palicy
regtmes as they rnay request

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

. . ! :
7. Make specific recommendations on how to proceed in the construction of the FTAA in this area.



ANNEX I _ - | .
CHAIR PERSQONS OF THE WORKING GRQUPS

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

WORKING GROUP * o COUNTRY
MARKET ACCESS 1 EL SALVADOR
CUSTOMS PROCEDURES AND RULES BOLIVIA

OF DRIGIN ‘

INVESTMENT o . COSTA RICA
STANDARDS AND TECHMICAL BARRIERS C } CANADA

TO TRADE o '

SANITARY AND PHYTCZANITARY ‘ ! MEXICO
MEASURES

SUBSIDIES, “ANTIDUMPING” AND ‘ ARGENTINA
COUNTERVAILING DUTIES : - ‘

SMALLER ECONOMIES o JAMAICA

GOVERNMENT PROCUREMENT UNITED STATES

INTELLECTUAL PROPERTY RIGHTS o ., .. HONDURAS
SERVICES, - o  CHILE

COMPETITION POLICY | 5 ' PERU




RECOMMENDATIONS FOR FUTURE WORK:

ANNEX il , . B

In addition to the guidance provided elsewhere in this document. we request that the relevant.
working groups implement tre following areas for immediate action:

MARKET ACCESS
- Keep data bases current; make them publlc once its contents have been approved by
governments.

CUSTOMS PROCEDURES AND RULES OF ORIGIN '

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

- Publlsh the inventory of mvestment agreement and treaties in the reg:on

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 COUNTERVAILING DUTIES
-Release the compendium of the Hemispheric trade laws and procedures being complled by the
OAS.

SANITARY AND PHITOSANITARY MEASURES

among countries in the Hemisphere.

SMALLER ECONOMIES:
- Make recommenclations on measures, including technical assnstance to facilitate the integration
of smaller economias into the FTAA. :

. . - )
WORKING GROUP ON SUBSIDIES, ANTIDUMPING AND COUNTERVAILING DUTIES
- We take note of the “Report and Recommendations of the Working Group on Subsidies,
Antidumping, and countervailing Duties”, and urge the Working Group to identify other practices

that can be shown to have trade-distorting effects on agricuitural trade in or with the hem!sphere
with an aim to make specific recommendations on the sub}ect :



| THE MIAMI SUMMIT PROCESS
CREATING JOBS AND RAISING STANDARDS OF LIVING

INTRODUCTION

Recogmzmg the enormous opportunity to create jobs, raise standards of living and
increase exports, President Clinton hosted the historic Summit of the Americas in Miami in
December 1994. The Summit 1naugurated a new era in which the 34 democracies in the Westem :
Hemisphere pledged to work together to create the largest, most dynamic open-market in the
world by the year 2005. : ‘

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 lmng, building middle classes and increasing political stability. In
1967, when President Johnson met with Latin American leaders at 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 turning that vision into reality.’ The United States hosted the first follow-up
Western Hemisphere Ministerial meeting last June in Denver and .will continue to play a leadership
role in this year’s Ministerial in Cartagena, Colombia on March 20 - 21.

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

, Since taking office, President Clinton had done more to open markets for U.S. products
than any President in U.S. 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 of the
Americas (FTAA) by 2005 and supports a second- Summit of the Americas in late 1997 or early
1998.

. The FTAA will represent the largest open market in the world -- 750 rmlhon 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 not associated with trade.  Including Canada and Mexico -- both FTAA partners -
- -- U.S. exports to the Western Hemisphere exceeded $220 bllllon last year, which account for
over 38 percent of total U S. exports.

U.S. exports to the region are not only large they are growmg and will continue to grow
rapidly. Since 1992, exports to the region have grown more than 44 percent. By the year 2010,
U.S. exports to Latin America are estlmated to reach $244 bllllon (constant 1994 dollars) --



o R ‘ .
greater than our expected 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 regxon in the world with which we have a trade surplus of more than $1 bllllon

No country'is better st_tuated to reap the beneﬁts of an growlng Latin Amenca 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
Amencan workers. o -

Just as important as the quantity and growth of U.S. 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 lost throughout the 1980s. In 1994, the United States’
top two exports to Latin America were capltal goods and industrial supplies. These two’
categories accounted for more than 65 percent of total U.S. exports to the region. Since 1992,
exports of capital 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 U.S. consumer goods are also
booming -- exports in this category increased by 47% since 1992. ‘As the reglon s middle class.
continues to grow, so wxll U.S. exports :

THE MIAMI PROCESS: LOWERING BARRIERS TO TRADE

Lowering barriers to trade in Latin America makes sense for two reasons: jobs and
faimess. 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 increase sales of American products, thereby creating U.S. jobs. From the standpoint
of fairness, our market i is open to Latin American products; Latin American markets should be
open to ours. Only with fair trade will the American people contmue to support an open tradmg
system.

At the Miami Summit, Western Hemispheric leaders laid out the vision of a 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:

L Agreemem; on key trade principles. For example, the 34 ¢ountries 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 commitments. These
principles will serve as guidelines for future, more spec1ﬁc dlscuss1ons on the best
approach to lowering trade barriers.

e  C(reation of seven working groups on market access; investment; customs procedures and
rules of origin; technical standards; sanitary and phytosanitary procedures; subsidies,
‘antidumping 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

P



negotiations of the FTAA.

The United States has ambitious goals for the Mzmstenal meetmg in Cartagena.

Specxﬁcally, the United States seeks:

1

Creation of four 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 of formal FTAA negotiations. Progress in areas such as customs
procedures and investment 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 mmlstenal in 1997 on the best
approach to negotiations in their respectlve areas.

Greater interaction with the private sector to exchange vxews on priorities and objectwes
for FTAA process.

Anydn‘e 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 and will continue to

move forward expeditiously. The United States is committed to leading the way. -

-30-
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CHAIRMAN'S STATEMENT
KOBE QUADRILATERAL TRADE MINISTERS' MEETING
Apnl 1921, 1996
Ministers from Canada, the European Union, Japan and the United States held
the 28th Quadrilateral Meeting in Kobe to review recent dcvc‘iopm.en;s in infema:ional
trade and to continue planning and preparation for the Singapore Ministerial
Conlerence of the WTQO. ' .
We emphasized the need for full implementadon of WTO Agreements by all
members to reinforce the ~<:r<:gjibility of the WTO. We agreed to keep under review
the situation regarding implementation, bearing in tnind recent measures in violation
of WTO obligations, such as TRIMs. We luok forward to the report of the General
Council on implementation. ' ‘

We affimed our suong commitment to the work of the Committee on Trade

and invironment on all items of its agenda.  We reviewed its agenda with particular -
- focus on eco-labelling and the relation berween muldlateral cnvironmental

agreements (MEAs) and WTO provisions. We recognized that these topics might be
more ripe for specific recommendations to be endorsed by Ministers. We also
decided to support the establishment of this Committee on a permanent basis.

We, the Quad, strongly support the negotiation of an Information Technology
Agreement (ITA), which is an initiative for trade liberalization in the information , -
wechrology industry, and reaffirmed our efforts towards its realization on the basis
of mumual benetit.” - ‘ Lo -

We also instructed officials to explare the possibilityiof acceleration of tariff
reduction commitments under the Uruguay Round results. and to explorc the
possibility of further tariff reductions, and to report back to us at the carliest
opportunity with a view to maintaining momentum for further liberalization.

As a turther contrnbution to fibéralizatiod, we agreed on the desirability of
completing the work program on accountancy by the ume of the Singapore
Ministerial Confereace, of expanding the work program in 1997, and of the
devclopment of generic rules that could be applied to several professions.

Ministers responsible for the WO basic telecommunications negotiations
reviewed the current staws of ncgotiations and reattirmed their commitment [ a
successful conclusion by April 30. They decided 1© redoublé thetr efforts to

complete the negouations by presenting their best MFN-based offers and strongly

-] -
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- cornuption in internatuonal trade. - f

urged the other WT() members to follow suit. They concluded that other-
>zrucipants must.significantdy improve their offers.  They rcaﬁ' rmed the need to
make additional commitments on regulatory principles by refemng to the
reference paper, which would substantiate marker access commlrments Ministers
reviewed the outstanding issues in the talks, particularly the posszb e risk that
monopolies could distort competition in international services.

|
We reaffirmed the importance of concluding the maritime transport

* negotiations by June 30 and discussed the need for contributions from all

participants in order to conclude the negotiations successfully
f . i ] .

Noting the buili-in agenda under-the various WTO Agreements, we welcomed
the offer by Canada 1o prepare a discussion paper on ways ahd means by which the
successful completion of future work and ncgotiations contemplated under these
agreements might be facilitated.

~ We reaffirmed our Orgcm commitment to successfully concluding negotatons -
on a Multilateral Agreement on Investment under QECD auspices in the spring of 1997
We recognize that informal discussions on investment have zi](re‘ady begun in Geneva
Withcut in any way detracting from our determination to reach the OECD -
agreement, we agreed that an informal WTO Working Group-should now be set
up in Geneva with a view to establishing a formal W10 Workmn Group at
the Singapore Ministcrial Conference. L 0

Recognizing that core labor standards are marers of human rights and that

~ their development is the responsibility of the International Labor Organization, we

agreed that the relaton berween trade and labor standards should.be discussed at

‘the Singapore Ministerial Conference with a view to dcterminiug how to proceed.

We agreed on the importance of enhancing the coherence between trade and
competition policy, and agreed that this issue should be discussed at the Singapore

Mxmstt.rtal Conference with a view 1o determining how to proceed.

We took note of the important advameq in the OLCD to combat bribery and

We agreed to renew our efforts to expand membership in the WTO
Agrzement on Government Procurement (GPA) and 10 mmreove its disciplines
through reducing barriers to govemmear procurement.  As a first step. we
agreed to initiate work on an interim arrangement on transparerncy.
openness and due process in government procurement, which. would help to

. . . i
reduce corruption as an impediment to trade. :
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We emphasized the importance of transparency to enhancing the credibility
of the WTO, and agreed to urge other WTO members 1o agree on proccciurc<
tor d‘.resmwon of panel reports and other WTQ documents

We affirmed our view that we intend 1o work to expand WTO membership as

rapidly as possible, on the basis of respect for WTQ rules and the achievement of

meaningful market access. In this connection, we believe that effective enforcement
of intellectual property rights protection is necessary for confidence building among
the members needed for accession.

With regard to regional trade initiatives, the last Quad Meeting sugyested

the establishment of the new WTO C ommittec on Regional Trade Aﬂreemems

and we welcorne its establishment. We beheve that regional ‘trade initiatives

" must be consistent with and complementary to the multilateral tradmg system.
With a view to building confidence in the relation between regional initiatives

and the WTO, we exchanged information on our respective regionai ninatves
in the interests of transparency.
S ¥

~On regu!aiory reform, we agreed that ongmng work ét the OECD should be

:supported, and agreed to explore a plurilateral Mutual Recognition Agreement

(MRA) for telc’:communications equipment to remove regulatow bamcrs to trade. -

‘We also underlined the need to deal with trade and developmenl havxnﬂ in

mind the comrnitments taken at Mdrrakcsh
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