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Mr. Chairman, Senator Grasdey, and Members of the Committee:

| would like to open by thanking each of you for the time, attention, and support that you and your
gaffs have given to me and my colleagues.

Last year the Committee accomplished much in anumber of areas, SO we are most appreciative of the
energy you have devoted and the efforts made to place trade policy on America’ s priority agenda.
Together, we have made agood dart.

At the dart of last year, the globd trading system was under stress. The nations of the world had failed
to launch new globd trade negatiationsin Seeattle in 1999, the effort to bring China and Taiwan into the
World Trade Organization had stalled, and Congress had twice failed to grant the President the trade
negotiating authority that had lapsed in 1994. Numerous contentious trade disputes were piling up and
the benefits of trade had been lost in the public debate. The thrust for trade liberdization had lost
energy.

Againg this backdrop, and with your help, President Bush pressed an activist Srategy to regain
momentum on trade. As he explained: “Our god isto ignite anew era of globa economic growth
through aworld trading system that is dramaticaly more open and more free” By doing so, we can
improve the job opportunities, incomes, productivity, purchasing choices, and family budgets of
America sworkers, farmers, ranchers, small businesspersons, and entrepreneurs.

The President has promoted the agendafor trade liberdization on multiple fronts: globaly, regiondly,
and with individua nations. This strategy creates a competition in liberalization with the United States as
the centrd driving force. It enhances Americas leadership by strengthening our economic ties, leverage,
promotion of fresh gpproaches, and influence around the world.

| am particularly pleased to see that we have accomplished the five goas Chairman Baucus set out at
my confirmation hearing last year: (1) pass the U.S.-Jordan Free Trade Agreement; (2) enact the U.S--
Vietnam Bilaterd Trade Agreement; (3) offer abill for Trade Promotion Authority that could receive
wide support, as the Chairman and Senator Grasdey demondtrated by leading an 18 to 3 vote in the
Committee; (4) address the chdlenges facing the U.S. stedl industry, as we are doing through our
initiation of a Section 201 safeguard action and a complementary internationa agenda; and (5) assess
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and monitor enforcement capabilities, especialy with reference to China s accesson to the WTO.
Seizing the Glaobal Initiative

A. Launching New Globd Trade Negotiations

In 2001, the United States played aleading role in the launch of new globd trade negotiations at Doha
in November, overcoming the obstacles that plagued the prior effort in Sesttle. We benefited gresatly
from the consultations and guidance we received in advance of the Doha meseting. | o appreciated
Chairman Baucus and Senator Grasdey’ s extra effort to arrange an opportunity for me to brief
Senators and gaff right after we returned.

The new WTO negotiating mandate lays the groundwork for an ambitious trade liberaization agendain
key sectors, especialy agriculture, manufacturing, and services, targeted to be completed by 2005.

In agriculture, to achieve a program of fundamenta reform, we committed to comprehensive
negotiations amed at: substantia improvements in market access, reductions of, with aview to phasing
out, al forms of export subsdies, and substantid reductions in trade-distorting domestic support.

In manufacturing, we secured a negotiating mandate to reduce or iminate tariff and non-tariff barriers
on industria products, ensuring that the United States can pursue a variety of tariff liberdization
initiatives, such aslandmark agreements like the Information Technology Agreement (ITA). The
mandate is comprehensve — no sectors or products are excluded from the outset for any WTO
Member.

And in sarvices, the Doha Declaration sets a rigorous timetable for the pursuit of open marketsin a
number of key sectors for the United States, including telecommunications, financid services, audio-
visud, express ddivery, and other distribution services.

Many U.S. groups assisted us in the preparation of these negotiating mandates, and we are delighted by
their strong statements of support after Doha. They have emphasized the interconnection of this work
with economic recovery in America and around the globe.

At Doha, we aso made significant progress in anumber of other areas, some of which | will discuss
later in this Satement:

. WTO members adopted a political declaration that highlights provisonsin the TRIPs
agreement that provide Members with the flexibility to address public hedth emergencies, such
as epidemics of HIV/AIDS, tuberculoss and maaria

. The Doha Declaration includes a mandate to launch negotiations aimed at diminating
environmentaly harmful fish subsidies and increasing market access for environmental goods
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and sarvices. The agreement aso includes an important new mandate to enhance the mutua
supportiveness of multilaterd environmenta agreements (MEAS) and the

WTO rules by strengthening the relationship between the two, inditutiondly and subgtantively.

. In the area of e-commerce, the declaration ensures that the WTO will remain activein this
important and dynamic area through the continuation of its work program, while extending the
ongoing moratorium on imposing customs duties on dectronic trangmissons. Thiswork
program will provide an opportunity for the United States to continue its efforts to press other
countries to avoid unnecessary measures that would impede the growth of e-commerce.

. The review of WTO rules explicitly states that any negotiation of trade remedy laws will
preserve the basic concepts, principles, and effectiveness of existing agreements, aswell as
thar ingruments and objectives, enabling us to pursue an offensve agenda againgt the
increasing use of these laws againgt U.S. exporters while aso addressing the underlying trade-
digtorting practices.

. The declaration includes an agreement providing for enhanced transparency in WTO Member
government procurement procedures. This program should lead to improved disciplinesin
government purchases, making an important contribution to combating corruption.

. The declaration states a commitment to enhance cooperation between the WTO and the
Internationa Labor Organization.

To hdp maintain the momentum after the Doha agreement, the WTO economies agreed that Mexico
will chair the WTO minigerid in 2003. As the incoming chair, Mexico can assigt in promoting the pace
of the new negotiations.

One of the important WTO entities in the months ahead will be the Trade Negotiations Committee.
That committee took a number of useful steps at its meeting on February 1. 1t gppointed the WTO
Director-Generd to chair the committeg’ swork (in an ex-officio capacity) until the January 2005
deadline st for the completion of the negotiations. This guarantees the committee will receive the
necessary attention at the WTO' s highest level. And the TNC adopted a structure for the negotiations
that will help the negotiating process move forward in an orderly fashion.

In 2002, we will press forward with these negotiations, advancing new and detailed proposals to open
further the world's agriculture, services, and manufacturing markets. We will aso be advancing our
affirmative agenda for reforming WTO trade rules and the dispute settlement system, and building on
the opportunities presented by the new environmenta negotiating mandate.

The United States will place specid emphasis on our continued effort to insure the involvement of least
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developed nations, in order to assist them secure the benefits of trade and to keep al WTO members
invested in the process. We will work with the WTO and othersto provide the tools and training
needed to help these nations participate more actively in the globa trading system. In particular,
developed nations, multilateral development banks, and other internationd indtitutions — such as
UNCTAD and the World Intellectua Property Organization — should supply technica assstance to
build the capacity of poorer countries to engage effectively in negotiations and the subsequent
implementation of trade agreements. By providing such support, we will be helping these nations to
integrate with the globa economy — a key part of the strategy for economic development —while dso
strengthening the rules-based trading system.

B. Completing the Accession of Chinaand Taiwan to the WTO

Lagt year, the United States also played a key role in breaking through logjams to complete the historic
accessions of China (after a 15-year effort) and Tawan (after a 9-year effort) to the

WTO. This achievement built on the work of four U.S. Adminigrations, particularly that of Charlene
Barshefsky, from whom | inherited an excdlent bilateral agreement. Throughout 2001, we solved the
multilatera dimension concerning agriculture, trading rights, distribution, and insurance, while navigating
the extreme palitical sengtivities to enable Chinaand Taiwan to join the WTO within 24 hours of one
another.

These agreements integrate two of the world's largest economies into the rules of the WTO trading
system and provide U.S. exporters with expanded access in growing markets ranging from automobiles
and telecommunications to agriculture and chemicas. As aresult, the President certified the
requirements set by Congress through the leadership of Chairman Baucus and Senator Grassey and
this Committee in the passage of the legidation extending Permanent Norma Trade Relationsto China

In 2002, the Bush Administration will work closdly with other countries, as well as a private sector
network we are interconnecting, to monitor China's and Taiwan's compliance. The backing we have
received from the Congress —in terms of resources and attention — has been and will remain
fundamentd to the achievement of our misson. We will work with our businesses and with Chinaand
Tawan to address problems and take action if necessary.

C. Advancing Russd s Accesson to the WTO

The United States has begun anew eraiin its rdaions with Russa. Whether in the redlms of security,
foreign palicy, or economics, President Bush has emphasized the need to move beyond Cold War
grictures and stereotypes. Asthe Presdent said in November during his meeting with President Putin,
“we re working together to bresk the old ties, to establish anew spirit of cooperation and trust so that
we can work together to make the world more peaceful.”

To contribute to this vision for the 21% century, in 2002 we will continue our intensified effort to assist
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Russia s preparations to join the WTO. President Putin has made WTO membership and integration
into the globa trading system atop priority; we will support Russa asit promotes reforms, establishes
the rule of law in the economy, and adheresto WTO commitments for a more open economy. This
effort needs to include action by the Dumato establish an effective legd infrastructure for a market
€conomy.

It is our expectation that the WTO will prepare afirst draft Working Party report on Russia's accesson
inthe first quarter of this year. We will work with Minister Gref — in cooperation with the EU and our
other WTO counterparts — to address the gaps. Throughout this process, we look forward to
consulting closely with the Congress and this Committee in particular.

To close out the history books of the Cold War, the President has urged the Congress to finally end the
gpplication of Jackson-Vanik to Russia. It has been over a decade since | worked on the unification of
Germany with afading Soviet Union that expired in 1991. Furthermore, Russia has been in full
compliance with Jackson-Vanik’ s emigration provisons snce 1994. My colleagues at the State
Department and the NSC are, of course, consulting closely with various groups on the protection of
freedom of religion and other human rights in conjunction with this action.

| understand that the first inclination of some might be to keep the Jackson-Vanik law in reserve aswe
negotiate Russd s accession to the WTO. | think this course would be a mistake, and would work
againg U.S. commercia and foreign policy interests. The Russians acknowledge they must abide by the
WTO'srules, and we and 143 other economies will ingst on that course as their WTO negotiations
proceed. Y et the Russians are understandably sensitive about Jackson-Vanik, which places their trade
relations with usin a different category. To use Jackson-Vanik in thisway would sgnd that we il treat
Russaas aformer foe, not a possible friend. Working closdly with the Congress, we will stressthe
need for Russato offer fair market access — for example in agriculture — but we should do so
according to the rules to which we maintain Russia should adhere. Congress exercises substantial
oversght in these negotiations through existing consultation provisons.

Pressing the Regional Initiative: The Free Trade Area of the Americas

In April 2001, at the Quebec City Summit, the President inaugurated areinvigorated push for free trade
throughout the Americas. A number of Members of the Committee joined him to express their support
and represent important perspectives.

At Quebec City, the leaders of 34 democracies of the Western Hemisphere agreed to proceed with
detailed draft negotiating texts and to complete work no later than January 2005. Once implemented,
the FTAA will bethe largest free trade zone in the world.

The United States and its FTAA partners are working commitedly toward this god. By mid-May 2002,
we will launch market-access negotiations on agriculture, industria goods, services, investment, and
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government procurement. In October, trade ministers will meet in Quito to review the revised
negotiating texts and to determine how to move forward. Upon the close of the Quito meeting, the
United States and Brazil will begin a co-chairmanship of the FTAA process, providing an opportunity
for cooperation with akey partner and economic power as the pace of negotiations accelerates.

Throughout the year ahead, we will also persst in our efforts to make the public case for NAFTA's
benefits and consder additiona ways to degpen integration throughout the Americas. NAFTA has
been a case study in globdization, dong a 2,000-mile border, by demongtrating how free trade
between developed and devel oping countries can boost prosperity, economic stability, productive
integration, the development of civil society, and even democracy.

Moving Forward: Bilateral Free Trade Agreements

In 2001, the Congress gpproved the U.S.-Jordan Free Trade Agreement with broad support,
edtablishing America sthird free trade zone, and our first with an Arab country. The Congress aso
passed the Bilatera Trade Agreement with Vietnam, achieving a principa god of America s decade-
long agenda to normélize relations with our former foe. Many of you played key rolesin the
development of these agreements and then shepherded the fina packages successfully. | appreciate, in
particular, Senator Kerry’ s support and encouragement of new trade ties with Vietnam.

In 2002, we intend to complete free trade agreements with Chile and Singapore. Each of these
agreements offer new opportunities for U.S. businesses and workers and will send a message to the
world that the United States will press ahead with those that are committed to open markets — whether
in the Western Hemisphere, across the Pacific, or beyond the Atlantic. Aswe move these FTA
negotiations toward completion in the months ahead, we want to work closdy with this Committee so
we can try our best to address your concerns and interests.

In 2002, working with the Congress, we aso hope to initiate talks on new bilaterd free trade
agreements. These agreements can open up anew front for free trade. They can create models of
success that help reformers, break new ground for liberdization in changing or emerging sectors (e.g.
biotech, high tech —including |PR-related sectors — and services), build friendly coditions to promote
trade objectivesin other contexts (e.g. biotech, SPStopics), add to America s trade leverage globdly,
underpin links with other nations, and energize and expand the support for trade. New trade
agreements aso present fresh opportunities to find common ground a home, and with our trading
partners, on the nexus among trade, growth, and improved environmenta and working conditions.

Our am isto achieve free trade agreements with a mix of developed and developing nationsin dl
regions of the world. As the President announced in January, and as Congress urged in the Caribbean
Basin Trade Partnership Act, we want to explore a free trade agreement with the countries of Centra
America Many Members of Congress have written me to express strong support for an FTA with
Audrdia | met with Audraian Trade Minister Mark Vaile last week to discuss how best to move



7

forward towards this god, recognizing the need in particular to work on agriculturd issues. The Africa
Growth and Opportunity Act (AGOA) aso urges us to advance the negotiations of FTAswith sub-
Saharan Africa

We are weighing these and other possibilities to extend free trade. We look forward to discussing these
matters with the Committee and would benefit from your thoughts on these or other possible FTAs. Itis
our hope that we could use such an agendarto try to achieve the godsin the bills passed by the House
and the Finance Committee.

The Executive-Congressional Partnership: Trade Promotion Authority, the Andean Trade
Preference Act, and the Generalized System of Preferences

The Condtitution vests the Congress with the authority “To regulate Commerce with foreign Nations.” It
a so extends the powers to the President to conduct relations with other countries. These two grants
need to be reconciled effectively.

After 150 years of contentious Congressiond trade debates over tariffs, culminating in the disastrous
experience of the Smoot-Hawley hill, the Congress tried a different gpproach in 1934: The Reciproca
Trade Agreements Act, which created a new partnership between the Congress and the Executive
branch to lower barriersto trade.

This partnership has been the foundation of America's economic and trade leadership ever Snce. In
2001, the Bush Administration honored this rich tradition by working hand-in-hand with the Congress
to open markets, we will build on this relaionship in the year ahead. Frequent, substantive consultation
isthe halmark of an effective trade policy. It helps to ensure that the Executive branch and the
Congress work together to achieve America s trade objectives.

A Congressiond grant of Trade Promotion Authority would strengthen and guide the Executive-
Congressond partnership, as it creates and formalizes new consultative mechanisms throughout the
trade negotiation process. In 2001, we are grateful that the House of Representatives passed Trade
Promoation Authority legidation and that the Senate Finance Committee gave a strong bipartisan
endorsement to asimilar bill, 18-3. 1 would like to thank Chairman Baucus and Senator Grasdey in
particular for their leadership in promoting Committee action shortly after the successful House vote,

We are pressing to open 2002 with the prompt completion of Congressiond action on TPA. We are
pleased Mgority Leader Daschle has pledged early action. By enacting TPA after a seven-year lapse
of authority, Congress can promote Americas globa leadership and give the President the tool he
needs to strike the best trade agreements for Americas farmers, workers, families, and consumers. The
revivd of this trade authority —which prior Congresses granted to the previous five Presidents — will
a0 contribute to our economic recovery by enhancing our ability to open the world's markets for U.S.
exports and lowering the costs of supplies for American families and businesses.
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For dl the benefits of trade, | recognize that trade can aso lead to adjustment challenges. For this
reason, the Bush Adminigtration strongly supports reauthorization of Trade Adjusment Assistance
(TAA) programs, which provide assistance for workers who lose their jobs because of trade. The
Adminigtration wants to work with Congress to improve the programs to make them more effective.

In particular, the Administration would like to consolidete TAA and NAFTA-TAA; ensure more rapid
processing of petitions and ddlivery of services, and better coordinate federal agencies and local
authorities to improve ddivery of dl federd assstance to communities and individuds affected by trade.
Our primary objective is getting people back in jobs as quickly as possible, so we would like to work
with Congressto create better incentives for reemployment. We aso want to address concerns over
limitations on the “ shift-in-production” benefits provided by current programs. And we would like to
work with Congress to address other areas that may not be adequately addressed at present.

We as0 urge the Congress to reauthorize and expand the Andean Trade Preference Act —avital
program for the four Andean developing country democracies on the front lines of the fight against
narcotics production and trafficking. ATPA was enacted in 1991, and its expiration after ten years has
caused red hardship for friendly countries with little margin to spare.

Finaly, we respectfully hope to press the Congress to reauthorize the expired Generdized System of
Preferences, a 26-year old U.S. program to promote economic growth in 123 developing nations and
19 territories by providing duty-free treatment for certain exports to the United States. The expiration
of GSP access on September 30 — shortly after September 11 — raises anxieties around the developing
world that the United Statesis ignoring the conditions that can become breeding grounds for those
whose purpose is destruction, not construction and production.

Working with Developing Nations

A free and open trading system is critica for the developing world. As President Bush has pointed out,
“Open trade fuels the engines of economic growth that creates new jobs and new income. It applies the
power of markets to the needs of the poor. It spurs the process of economic and legd reform. It helps
dismantle protectionist bureauicracies that stifle incentive and invite corruption. And open trade
reinforces the habits of liberty that sustain democracy over the long term.”

Last year, we began the important implementation of the far-sghted African Growth and Opportunity
Act, which Congress enacted in May 2000. As you know, AGOA extends duty-free and quota-free
access to the U.S. market for nearly al goods produced in the 35 dligible beneficiary nations of sub-
Saharan Africa. In 2001, the United States lifted al duties on digible gpparel products exported from
12 AGOA naionsto the United States. The Adminigration is fully committed to AGOA’s use and
expangon: It opens the door for African nations to enter the trading system effectively, increases
opportunities for U.S. exports and businesses, supports government reforms and transparency, and
widens the recognition of the benefits of trade in the United States. Indeed, we support prompt
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Congressiond action on legidation that will clarify and strengthen current provisons in the African
Growth and Opportunity Act. Next week, | am traveling to Kenya, South Africa, and Botswanato
listen and learn more about Africa s needs, while conveying America s support for Africals economic
and politica reforms and our interest in gregter trade.

Through AGOA and other preferentid trading ties, such as the Caribbean Basin Trade Partnership Act,
we will support efforts to build the capacity of developing countries to take part in trade negotiations,
implement complex trade agreements, and use trade as an engine of economic growth. The United
States devoted more than $555 million in trade-related capacity-building assistance to developing
countries during fiscal 2001 — more than any other single country. We will continue to work with other
agencies of the U.S. government, such as AID, and with multilateral and regiona ingtitutions, such as
the World Bank, the Inter-American Development Bank, the African Development Bank, and the
WTO to help developing nations to board the ship of trade so asto reach the shore of prosperity,
opportunity, jobs, better hedlth, the rule of law, and politica reform. Congress advice, encouragement,
and support is vitd to this endeavor.

M onitoring and Enforcing Trade Agreements

For the United States to maintain an effective trade policy and an open internationa trading system, our
citizens must have confidence that trade is fair and works for the good of our people. That means
ensuring that other countries live up to their obligations under the trade agreements they sign. Over the
past year, we have aggressively monitored and enforced our agreements, reaching settlements
benefiting American producers, exporters, and consumers in sectors such as entertainment (motion
picture and televison programming), high-technology (software and telecommunications) and
agriculture (bananas, soybeans, lamb, rice, livestock, dried beans, stone fruit, fresh fruits and
vegetables, processed foods, citrus, stuffed molasses, and wheet gluten).

In 2002, we will seek to resolve favorably other trade disputes in away that best serves Americas
interests. Among the most prominent cases are: softwood lumber with Canada; beef with the European
Union; the Foreign Sales Corporation WTO case brought by the EU; and sweeteners with Mexico. To
avoid large trade retdiation againgt U.S. exporters and the risks of spirding conflict, we and other
departments will need in particular to consult and work with the Congress closely to determine an
approach to the recent FSC decision.

We plan a specid effort around the world to address technology regulations (e.g., biotech) and science
and hedlth measures that impede farm exports and the productive development of agriculture.

Trade L aws Againg Unfair Practices

Given Americas relative openness, we can only maintain domestic support for trade if we retain strong,
effective laws againgt unfair practices. This Administration has used and backed the use
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of these laws.

In Doha, working closely with the Commerce Department, we stressed and pressed this point
vigoroudy. We then advanced an offensve agenda in this area. We targeted the increasing misuse of
these laws, particularly by developing countries, to block U.S. exports. During 1995-2000, there were
81 investigations by 17 countries of U.S. exporters. Chemicd, stedl, and other metal producers are the
most frequently targeted U.S. indudtries, dthough U.S. farm products are increasingly the victims. At
present, there are over 60 orders against American companiesin effect. The new negotiations launched
a Dohawill help us address sgnificant shortcomingsin

foreign anti-dumping and countervailing duty procedures by improving transparency and due process.

Finally, the Doha Declaration makes clear that trade remedy laws are essentid tools and should not be
undermined. We won agreement that the new negotiations will preserve the concepts, principles, and
effectiveness of the internationa provisions on which we rely, as well as the instruments we use.
Moreover, the United States ingsted that any discussion of trade remedy laws must dso address the
underlying subsidy and dumping practices that give rise to the need for trade remediesin the first place.

Thelmportance of Safequards

Maintaining public support for open trade means providing ass stance to those indudtries thet find it
difficult to adjust promptly to the rapid changes unleashed by technology, trade, and other

forces. We will continue our commitment to the effective and crestive use of Satutory safeguards,
congstent with WTO rules, to assst American producers. Used properly, these safeguards — for
example, Section 201 of the Trade Act of 1974 — can give producers avitd breathing space while they
restructure and regain competitiveness.

The Bush Adminigtration has pursued innovative gpproaches with safeguards. For example, while
ending the safeguards for the U.S. wheet gluten and lamb industries last year, we aso provided them
with additiond financid assistance over aperiod of 2-3 years. The effect has been to assst themin
following through on their trangtions to competitiveness, while dso helping to insulate our exporters
from trade retaiation. The European Union agreed to lift its duties on U.S. corn gluten imports as part
of our action on whest gluten.

In June, the Adminigiration requested a safeguards investigation by the U.S. Internationd Trade
Commission into whether increased imports were causing serious injury to the U.S. stedl indudtry.
Many of you urged this and the prior Adminigtration to take this step, and we were pleased to work
with you to do so after your unsuccessful effortsin the 1990s. The President’ s request was one part of
alarger U.S. globa sted initiative that aso included the launch of new negotiations with our trading
partners to eliminate inefficient excess capacity in the world' s sted industry and to enhance internationa
discipline over subsidies and other measures that distort markets.
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On December 19, the Internationa Trade Commission issued areport containing its recommendations.
A plurdity of the commissioners recommended various remedies for many of the sted product
categories. The Adminigtration has been reviewing the ITC's recommendations, as well as the views of
adiverse collection of sted companies, labor unions, stedl consumers, port authorities, and exporters.
We recently received supplementary information from the ITC pursuant to arequest | made last month
on behdf of the Adminigration. We of course welcome further input from this Committee and the
Congress. Based on this information, | expect the President will decide on a course of action in coming
weeks.

Aligning Trade with America’s Values

America s trade agenda needs to be digned securely with the values of our society. Trade promotes
freedom by supporting the development of the private sector, encouraging the rule of law, spurring
economic liberty, and increasing freedom of choice.

The trade system aso needs to be dert to other challenges. Poor countries cannot succeed with
economic reform and growth if they are eviscerated by pandemics. From itsfirst days, this
Adminigtration recognized this economic, health, and socid redity. We stressed thet the internationa
WTO Agreement on intellectud property (the TRIPs accord) contains flexibilities for developing
nations to obtain accessto critica medicines to help address public hedth emergencies, such as
HIV/AIDS, tuberculoss, and mdaria. The Adminigtration played a key codition-building role —
working closdy with African nations and Brazil, as well as with the pharmaceutical companies—to
develop a specid politica declaration at Dohathat highlights these flexibilities.

Hexibility on intelectud property, and lower-priced medicines, must be part of alarger globd response
to health pandemics, involving education, prevention, care, training, and trestment. The United Statesis
the largest bilaterd donor of funds for HIV/AIDS, tuberculoss, and malaria assstance, providing over
$1 billion per year on related research, much of which helps to address devel oping country problems.
(This represents nearly 50 percent of dl international HIVV/AIDS funding.) The United States was the
firgt contributor, and remains the larget, at $500 million, toward the internationa “Globa Fund to Fight
AIDS, TB and Mdaria” which will dlocate itsfirst grantsin April.

We are d 50 dressing that it would be atragedy and hedth setback if the promotion of the flexibilities
within the TRIPs accord degraded into an assault on intellectua property. Effective protection of
intellectud property iscritica for developing nations, because we need to find and develop cures for
diseases that ravage their societies. Similarly, biotechnology holds out tremendous potentid for the
developing world: It can increase food security and food production through higher yields and the
reduction of fertilizer and insecticide inputs. New discoveries will add vitaminsto foods, and counter
malnutrition and disease. Furthermore, the locd protection of intellectud property rights establishes the
foundation for an attractive investment climate for industries of the future. Indeed, as developing
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countries have implemented the intellectua property protectionsin TRIPS, they have begun to benefit
from increased technology transfer and investment — two key factors in long-term economic growth.

There are other areas where we are working to ensure our trade policies are supportive of related
meritorious purposes. USTR has worked closely with Members of Congress on legidation that would
support internationa efforts to stop trade in “ conflict diamonds’ (diamonds traded by rebe movements
to finance conflict amed at undermining eected governments). The bill approved by the U.S. House of
Representatives in late November achieves this objective congstent with our international obligations.
Wewill continue to work with other agencies and the Senate sponsors of the legidation to resolve any
remaining issues and to help bring the

Kimberley Process (the internationd negotiations amed a preventing trade in conflict diamonds) to a
successful conclusion.

A Cleaner Environment and Better Working Conditions

Free trade promotes free markets, economic growth, and higher incomes. And as countries grow
wedlthier their citizens demand higher |abor and environmental standards. Furthermore, governments
have more resources and incentives to promote and enforce such standards.

In 2001, we charted progress on incorporating labor and environmenta concernsinto U.S. trade
policy. The U.S.-Jordan Free Trade Agreement isthe first U.S. free trade accord to include
enforceable environmental and labor obligationsin the body of the agreement. The Adminigtration so
affirmed an executive order, and its implementing guiddines, for conducting environmenta reviews of
trade agreements. As part of this policy, USTR is conducting environmenta reviews of the U.S.-Chile
and U.S.-Singapore free trade agreements, the Free Trade Area of the Americas, and the WTO's new
negotiating agenda

The House and Senate Trade Promotion Authority bills contain provisons that will incorporate labor
and environmenta concernsinto U.S. trade negotiations. We are drawing on this guidance — and would
welcome additiond ingghts — as we are pursuing these topics in our current FTA negotiations. Smilarly,
| am conducting discussions with NGOs and the business community to ascertain how we can address
concerns posed about investment provisons involving private action. Working with our NAFTA
partnerslast July, we issued additiond binding interpretations for NAFTA pands that define more
precisely the bases for their reviews.

As| noted earlier, the United States played aleading role in forging the compromise to incorporate
environmental concerns into the new globd trade negotiations. | have dready discussed with numerous
countries the critical importance of proceeding creetively and positively on this Doha agenda, because |
believeit offers sgnificant opportunities. We can take practical steps that show that good environmental
policies and sound economics can be mutudly supportive. In addition, we should cregte a hedthy
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“network” between multilatera environmenta agreements (MEAS) and the WTO, enhancing
indtitutional cooperation and fostering compatible, supportive regimes. If we succeed, this precedent
may be hepful in interconnecting the WTO with other specidized organizations, such asthe ILO on
labor policies and the WHO on hedlth issues.

The Bush Adminigtration has a sound track record of using our trade preference programs, and our
trade negotiations, to improve working conditionsin the context of trade liberdization. In May, the
Guatemaan Congress enacted a Sgnificant package of reforms to the country’ s [abor law following a
U.S. review of the country’s labor practices conducted under the Generalized System of Preferences
program. In December, the United States and Cambodia extended our Bilatera Textile Agreement,
including an increase in the quota for textile exports from Cambodiain recognition of Cambodia s
progressin reforming labor conditions in factories over the past three years. And in our negotiations for
free trade agreements with Chile and Singapore, in accordance with the objectivesin the TPA
legidation, we will seek a meaningful set of cooperative provisons that will advance labor and
environmenta protection and projects, while promoting open markets.

We know the importance of these topics for many members of the Committee, and we want to work
with you to explore new approaches that break through old stereotypes. Some are concerned about a
“race to the bottom,” athough others point to the benefits of trade and openness in spurring growth,
productivity, higher incomes, and enhanced scrutiny of working and environmenta conditions. Some
stress the need to safeguard America s sovereign rights to select our own standards, while others want
to deploy trade agreements to compel others to negotiate the standards we prefer. Some believe that
the influence and investment of U.S. companies aoroad will lead to higher standards and codes of
behavior, while others fear the reach of globalized companies. It isour god to use the TPA hills
Congress has forged to bridge the differences, build a stronger consensus, and make ared, postive
difference around the world.

Conclusion: Challengeson the Trade Horizon

The United States has made condiderable progress on the trade agendain the past year, but still must
do more to catch up with our trading partners. The European Union now has 29 regiona and bilatera
free trade or specid customs agreements, 22 of which it negotiated in the past decade, and isin the
process of negotiating with 12 more countries. Mexico sped past the United States after NAFTA to
complete eight free trade agreements with 28 countries. Japan has completed a free trade agreement
with Singapore and is exploring options with the ASEAN nations, Canada, Mexico, Korea, and Chile.
Even China, just into the WTO, is pursuing an FTA with the ASEAN countries.

Altogether, there are 130 regional free trade and customs agreements in the world; the United Statesis
aparty to only three. There are 30 free trade agreements in the Western Hemisphere; the United States
isaparty to only one. In recent years, when the rules of trade have been s&t, the United States has
frequently not been a the negatiating table.
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In addition, there is a congtant threet of markets closing and barriers rising. During periods of economic
downturn and uncertainty, it is most important to affirm the drive toward free trade. In the past,
governments have often resorted to protectionism in short-sighted attempts to shield their local
industries from competition. In the face of these challenges, we must be even more vigilant in order to
move ahead.

Opening markets, and liberdizing commerce, injects fresh dynamism and energy into the U.S.
economy. Open trade cuts taxes on businesses and consumers. For example, NAFTA and the
Uruguay Round agreements have resulted in higher incomes and lower prices for goods, with benefits
amounting to $1,300 to $2,000 a year for the average American family of four.

Thereis even more to be gained. A University of Michigan study has reported that new globd trade
negotiations focused on tariff reductions on industria and agricultura products could deliver an annud
bendfit of nearly $2,500 for American families.

We will continue to make this case for the benefits of trade. Expanded trade —imports aswell as
exports — improves our well being: Exports accounted for 25 percent of U.S. economic growth from
1990-2000 and support an estimated 12 million jobs; these jobs are estimated to pay 13 to 18 percent
more than other jobs. Trade aso promotes more competitive businesses — as well as more choices of
goods and inputs, with lower prices.

A free and open trading system is critical to a number of sectors of the U.S. economy. In U.S.
agriculture, for example, onein three acres are planted for export and nearly 25 percent of gross cash
sdes are generated by exports. The value of U.S. exports of agricultura productsis expected to be
$54.5 hillion this year. U.S. farmers and ranchers are 2 %2 times more reliant on trade than the rest of
the economy.

Lagt year, the Administration and the Congress together restored America' s trade policy leadership al
around the globe. There is no doubt the United Statesis back at the free trade table. In the year ahead,
the Bush Administration will work in close consultation with the Congress to build on this leedership
through the ongoing implementation of an activist agenda that seeks to vanquish the barriers to free
trade and magnify the opportunities for growth and prosperity. By opening new markets, together we
will be contributing to the enhancement of democracy, liberty, security, innovation, politicad coditions,
economic growth, and openness in the United States and throughout the world.



