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Lee, Malcolm R.

From: Gobush, Matthew N.

Sent: Wednesday, February 17, 1999 4.26 PM

To: Bader, Jeffrey A.; Lee, Malcolm R.

Cc: @ASIA - Asian Affairs; @INTECON - Economic Affairs; @PRESS - Public Affairs
Subject: China WTO PA Strategy [UNCLASSIFIED]

Jeff/Malcolm - Can | get your quick chop on the attached e-mail before | send it forward this evening? Tried to summarize
our discussion from yesterday. Also faxing hard copy of USTR's talking points to your offices now (these will serve as the
attachment). Thanks!

FOR SRB/JS
China WTO Public Affairs Strategy

Dave and | met yesterday with USTR (Ziegler), NEC (Siewert), NSC Asia (Bader) and NSC Intecon (Lee) to discuss
public affairs strategy for WTO. At issue were recent press reports (USA Today 2/5) that the U.S. is taking a more
confrontational approach with the Chinese in negotiations, supported by Barshefsky's statement that "As (Zhu's) visit
approaches, China has an opportunity - perhaps the last opportunity - to resolve the issues which remain outstanding (on
WTO entry)."

USTR and NEC argue that we need to convey a sense of urgency in negotiations without raising the expectation bar for a
breakthrough. On the one hand, industry leaders and Congressional supporters are pressuring U.S. negotiators to show
progress, while urging them not to lower our standards. At the same time, the press is attempting to make WTO a litmus
test issue for the Zhu visit - something we want to avoid.

To strike this balance, they suggest that Administration use the "window of opportunity” metaphor: China's integration into
the global economy through WTO accession is crucial to the success of its free market reforms - and negotiations will
only become more difficult as the December ministerial approaches. The implication of this approach is that this is not/not
the last chance for China to join, but it may be the best chance.

In addition, we want to avoid criticism from the business community or the Hill for seeking to lower our standards and
trying to get a "political” deal. We should therefore address WTO in terms of the above "window of opportunity” BUT
consistent with commercially-viable terms and that we are not seeking a political agreement that undermines our
economic and commerical interests.

We recommend adopting this line and pushing it publicly in the ramp-up to the Zhu visit. The attached talking points and
Q&As attempt to capture this approach. Opportunities to push them include Albright's trip (March 1-2) and Barshefsky's
trip (March 3-4) to China. Barshefsky, Eisenstadt and Sperling anticipate press calls from Paul Blustein (Washington
Post international trade reporter) and can echo this point as well.

Seek your approval for this approach and your permission to circulate the attached guidance throughout the interagency.
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Chinz WTO Talkipg Points -

February 16, 1999

12 1999 represents an important opportunity for China to demonstrate its seriousness about
' joining the World Trade Orgamization. The visit of Chinese Premier Zhu Rongji to the
United States and the launch of a new global Round of trade negotiations at Seattle in
December provide clear oppormunities for progress in WTO nagotiations.

. The Clinton Administration has consistently indicated that China’s accession to the WTO
must be on a commercially-meaningful basis, and that China must open its market 10
U.S /foreign goods, services, and agriculrural products. A viable commercial package
must also address the spectrum of our bilateral trade concems.

o It is in China’s own economic interest (o undertake the ecanomic reforms we are
advocating in a WTO package to improve productivity, increase efficiency, and raise
living standards among the people of China. A solid WTO package would advance the
rule of law in China. The recent decline in foreign direct investment in China - FDI may
fall to $15 billion in 1999, downp from $43.6 billicn last year - is a very clear indieator
that around.the world, China’s trading partoers are looking for more open and fair trade

‘terms with Ch‘lna.

Q: Is the United States lowering the bar in negotiations with China to get a deal during
Zhu Rongji’s visit? _

A: No. We have consistently indicated that China’s accession must address the spectrum of U.S.
trade concerns on commercially-mneaningful terms. We have long 1aken the position — shared by
U.S. industries -- that WTO accession is the most effective way to address the full range of issues
necessary to effectively open China’s market. We hope the Chinese government recognizes the
importance of engaging in comprehensive market-opening reforms.

Q: U.S. industries indicate that the Administration is looking for new ""bottom lines" in its
WTO negotiations with China?

A: We are working with the full range of U.S. industries, Congress, and other constituencies that
are interested in our trade relationship with China. There is no search for a "bottom line.”
Economic conditions in Asia have changed substantially over the last 18 months, and we want to
ensuze that our negotiating objectives are contemporary and represent the full range of trade
concerns.

Q: Why is the issue of China’s accession to the WTO now, so suddcaly on the agenda for
the Zhu meeting?

A* We have had an active dialogue with China on bﬂarcral trade 1ssucs and WTO accession for
some time, as our negotiators have met with their Chinese counterparts virtually every month
over the lagt two years. We have made some important progress in that time, but progress bas
been uneven, and at a rate which is not commensurate with China's emergence as a leading
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global exporter.

Q: We have annual MFN renewal as clear leverage to cut off China’s trade benefits in the
United States. Why does the United States want China to join the WTO?

~ A: China’s accession to the WTO would put China’s trade practices under multilateral
survejllance. A< a2 member of the WTO, Chipa’s trade practices would be subject to clear rules
and enforcement terms. Accordingly, China’s membership in the WTO would advance the rule
of law.

Q: Is this the last chance for China to join the WTO?

A: 1999 is an important opportunity for China to more effectively undertake economic reforms
that better integrate China into the global economy. That’s what WTO accession would do.
With the upcoming WTO Ministerial and the launch of a new round of trade negotiations, it only
becomes more difficult for China to meet an ever-higher standard of market-opening
commitments down the road. :

Q: Wouldn’t WTO accession require a change in law to provide permanent MFN for
Chipa? '

A: The first objective must be to secure a comprebensive WTO package. Of course, Congress
will be involved in this process. We would consider supporting permanent MEFN, after we have
secured a comprehensive market-opening package that addresses goods, services, and
agricultural trade concems.

Q: Won't the "Zhu Summit" be a failure if it fails to: deliver a WTO package?

A: No. A WTO package would most ccrtainly provide the best market access certainty for U.S.
farmers, manufacturers, and service industries in China. At the same time, these negotiations are
as complex as they are important, We will measure progress by substantive commitments, not
by time or a particular meeting. - Make no mistake, we will continue to press our full range of
bilateral trade concerns with China before, during and after the Zhu meeting.
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THE WHITE HOUSE
WASHINGTON

February 10, 1999

URGENT ACTION W{:

MEMORANDUM FOR DISTRIBUTION
FROM: Lael Brainard, National Economic Council

SUBJECT: USTR Draft Paper on Protocol Issues

Please find attached USTR’s draft paper on China WTO protocol issues for transmission to
appropriate Chinese Government officials. The final paper needs to be sent to U.S. Embassy
Beijing by cob Thursday, February 11th. Bob Cassidy will hold an interagency meeting at 10:30
am Thursday in room 401 A at USTR to solicit agency views.

Distribution L LT T RS EE P g F SPS R

David Aaron, DOC i e e e e e
Stu Eizenstat, DOS

Tim Geithner, TRS

Gus Schumacher, USDA

Jeff Frankel, CEA

Jim Steinberg, NSC

Leon Fuerth, OVP S
Kitty Higgins, DOL
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White House Guidelines, September J1, 2006
By_VT NARA, Date.! 3T
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THE WHITE HOUSE
WASHINGTON

February 10, 1999
URGENT ACTION W

MEMORANDUM FOR DISTRIBUTION
FROM: Lael Brainard, National Economic Council

SUBJECT: USTR Draft Paper on Protocol Issues

Please find attached USTR’s draft paper on China WTO protocol issues for transmission to
appropriate Chinese Government officials. The final paper needs to be sent to U.S. Embassy
Beijing by cob Thursday, February 11th. Bob Cassidy will hold an interagency meeting at 10:30
am Thursday in room 401A at USTR to solicit agency views,
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U.S. TRADE AND DEVELCOPMENT AGENC

February S, 1999

To: Jeff Bader/Ken Liberthal
Ted Osius/Leon Fuerth
Hank Levine

From: Geoff Jackson

Atached is a copy of TDA Director Joe Grandmaison’s note to Sandy Berger concerning
TDA and China : '
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U.S. TRADE AND DEVELOPMENT AGENCY
February S, 1999

To: Sandy Berger
Assistant to the President for National Security Affairs

From: Joe Grandmaiso
: Director, USTDA

Re: U.S. Trade and Development Agency and China

I've got to believe you are as frustrated as I am io dealing with the issue of “‘opening”
TDA in China. Acmally, you've always displayed miore patience than I, but that’s
another matter.

We keep getting asked what we would do if we were “open” in China and if “opening”
can be tied to delivery of a specific project. The answer to the first question is that we
don’t know with any specificity what we would do, tiecause we are unable to assess the
simation. The answer to the second question is that we aren’t able to produce a
“deliverable” because we don’t have the information peeded to responsibly develop a
potential projcct ---the proverbial “catch 22” situation.

However, there are a few things we do know:

e Prionitize the environmental and energy sectors.

o Immediately conduct a Definitional Mission i1 those two sectors to identify
potential projects. '

e Assuming resources, offer grant assistance for technical training
on projects where we believe US Government involvement would result in a US
contractor being selected for a major project.

e Target several billion dollars of contracts supported by loans from the multilateral
developroent banks. Our assistance would help ensure that U.S. companies
receive fair and equal geatment in the competitive bidding process.

002
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e Most importantly, we would engage the US private sector in developing the
overal] strategy to be employed as they are the single best resource for valid and
realistic information. )

¢ Concurrently work with Ex-Im Bank to offer a front-end project preparation
facility to prepare projects for Ex-Im Bank financing.

® Assess the value of placing a full ime techriology/procurement advisor in China
to work with the Chinese Government in selecting appropriate technology, and
preparing priority projects for investment by the US private sector.
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Ruffo, Susan L
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From: Levine, Henry A

Sent: Thursday, February 04, 1998 8:06 PM
To: Ruffo, Susan L

Subject: RE: CNMI model contract

pls. fax to Malcoim and Jeff B.

-—=Qriginal Message@-----

From: Ruffo, Susan L

Sent: . Thursday February 04, 1999 7:01 PM

To: Shirk, Susan. L; Schlaikjer. Stephen A; Leving, Henry A; Kelth, James R; Zotter, Darcy; Comfort, Mary Ennis
Subject: CNMi model contract

FYI - I went to Dept. of Labor yesterday to discuss the Chinese request for a model contract for workers going to the
CNMIL. Labor has actually put quite a bit of thought and work into a response. They have a draft list of provisions
such a contract should contain, as well as provisions it definitely shouldn't. They were initlally nervous about doing up
an actual standard contract, and wanted just to share those general ideas, but during the meeting they began to
reconsider. They are going to talk a little more internally and get back to me, Either way, they will have something
to share with the Chinese.

I suggested that they also consider a trip to China to meet directly with MOFTEC and MOJ ta go over these principles,
as well as to talk about other issues (like getting back wages to wokers who have returned....).” That seemed to be
well recelved. A similar trip worked well In thePhilippines.

There was also discussion of an MOU with China (DOL and MOFTEC?) regarding
the CNMI. Apparently the CNMI has actually asked for a set of MOUs between the U.S. and all countries which send
workers there. This is definitely a long term prpject, but it could give us a direction to go in.

The big question is timing. I pointed out the Minister of Labor's visit might be a good time to get a standard contract
and/or announce a visit by our experts. There was a feeling that things could never be done by then, but it seems
like enough high fevel interest could push It along. One question, however, is whether that would be appropriate,
give that MOFTEC and not MOLSS has been the interlocutor on this. Maybe a Zhu visit deliverable? Maybe as part of
the previously announced "labor dialogue?" Any thoughts?

I will be talking to Interior and Labor again soon, to see if they have resolved their own questions, and will let you
know what I hear.

Susan

Joff @ﬁ_ﬂéﬂ-»p
Maliotm o0

=y
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Levine, Henry A

T

To: shirk; sas ;
Cc: mk; norland ;
Subject: USTR protocol paper|

some quick thoughts on USTR Frotocol paper. W!pile | still think we risk overloading circuits by laying this on the table
along with mkt. access, overall | like the paper. sqeciﬁcs:

tick two under safeguards is a nice, vague way to ';efer to general safeguard and seems to give us lots of flexibility on
where we go with that; !

|
re anti-dumping (item 2). | like this a fot since it refers to "case-by-case determination”. Understand that David Aaron has
already said that this language needs to be toughen. We should resist this strongly, no, very strongly, because the
language as written tracks with US law, i.e., we ncw have the authority to look at a/d cases case-by-case, and with
China's economy evolving, we need the room to decide in the future that one or another sector is market-based: also will
help us get Chinese to swallow this very bitter pili.r
section 3 on state-owned and invested enterprises'; makes me a bit nervous since the Chinese from the beginning have
feared that we were trying to use the WTO access;ion to restructure their economy in ways that go beyond the
requirements of the WTQ, but that having been sgid:

tick one | assume is a response to our legal requirement for Presidential certification re state enterprises before WTO
agreement can be implemented, and if so, may bg necessary;

tick two: don't understand the significance of this |

tick three: this is WTO plus, but it is important to our companies and phrased in such a way that Chinese should be hard
pressed to object. - ‘

tick four: most problemattic. what does this mea ) WTO outlaws certain types of subsidies and permits others. are we
asking here for something that goes way beyond what WTO requires??

B s S'N VinQ
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