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,Mr.-J,olm Podesta 
Chief of S1ldf 
The White Rouse 
Washington. DC 20S00 

Dear John: 

<ongrm of the 8nita Atltu 
·•1ot-..ni,lftfldbd

emu at t1,e •mmulltit I.mer 
--.n, •c 205\M531 

Au�6. 1999 

TbaDk you'for mgaging HoQsc'Democratl ina am1:inuing' cliak,gue'Oll <!bina;muioth� 
trade issues this year. TM following comidential memo outlines the paramct.crs of what I believe 
should substantively be in a WTO accession agreement for ChiDa to gain the full support of a 
substantial portion of House Dcmoc-rat.,. In addition to me actual agreement, strong new 
enforcement mechanisms and a new and meaningful approach on human rights would also be 
necessary to � the endorsement of Democrats iu the House. 

Y"ur ieactiDll to thi5 memo would be 81)pfflrmed l Joakfo?wmljO,wmicine "Mthihc 
Prcsidesit, the White Ho'USe staff and trade pol.tty officials in the Administration toward !Straining 
a China WI'O deal that the vast majority of Democratl can support. 

Sincerely, 

/Lt_�' 
Richard A. Gephardt 
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I wanted to follow up on tbc meetings we have had on trade policy in general. and our specific 
disc:ussio:is on the n�otiations that arc uuderway t.o allow China to become a member of the 
WTO. This memorandum outlines a number of objectives I believe arc important to succes.s:fully 
completing an a,gteemcnt 'that will sama significant support among Democrats. I ma. a strong 
·believer in-a .. rules.based approacli. having bccm an -early md vcrcahuppmmr of 1ba 'GA TT and
the wro. I want to be able to wDik with you and the Administration as a prmmir in·cnsuring.thc
successful co.nclusion of an agreement. I 8.tQ. prepared tr:, work for the r,assage of an agreement
that ad,,an.c=s our basic interests in tmde and that promotes a rising standard of living.

The first test. of course. is whether the agrcmncnt protects and eahances our economic in�.
While thetc are a number of important a:cas where changes must ltil1 be e.chieved, the basi� 
agreement that was outlined by Ambassador Barsbefsky some timG q.o .=piesents n:al propss 
on many of the issues. •

But we both undcmand that onoc: a good deal with China is negotiated an effort to gmnt
pcnnanent MFN will begin. I have opposed granting MFN for China in recent years beca1UC I
have not believed. that effective me�hm:iism=i or policies ha,rc been in place to ensure that � can
continue to press forward on the importmrt usu= of hwmm rights, Eliminating MFN has not been
my objective: progreas on human righq is the ulthnlte goal. 

Accotdingly, as we have � I want to work with the Administration on developing a
meaningful anci effective altemati-ve mechanism providing for an annual evaluation, with 
potential action to follow7 to a.e.bieve real progress on human rights, labor rights and the rule of 
law. I look forward to warlci.ng with you. Nancy Pelosi and other and key Democratic Members
of Congress to develop the specifics of Nch a program. 

In addition, a parallel process must be developed io inrtre that China implanmm and adheres to
existing trade agreements, China doe! not ha� a stellar teeord on this important matter. I 
believe tlurt bilateral and multilateral m"1lamSDlS c.an be de,relopcd in tm.11 qrea.. 
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Taking the above approach with China will help insure that we can collectively forge a new 
Democratic c.onscnsus an China trade. If we are able to build �dcnce among House 
Deaiacrats for tbis type of progressive engagement wi1h Chim, other important items on the 
•President's,,trade,agenda wo.uld become easier to acbicvc a., well. The pclitical implications of
all of this in 2000 are also clear.

. Clearly, the immmatY of tlie deal relcucd in April abows majar propn en both mmkd N.eess 
and protocol issues. l view these accomplishmentl are a very solid floor upon which we can 
build an acceptable agreement. With a few more conccs,ions from the Chinese, I believe you 
will have acliieve our mumal goal, a strong substsntive pact to br.::ing China into the WTO, in a 
manner that strctlgthcns rather than waakais this regime. 

When negotiations me completed, I hope ta be able 10 -endorae a final agrcc:merrt on China's 
accession to tbc wro. Before the next round of negotiations a:c entered into, I wanted tn shzire 
some of the objectives �t I believe should be: .tdres1ed in any finlll negotiating sessions. At the 
moment1 I still have co� about both the agreement itself and enforcement il!lsucs. 

I undcrsumd the Clinton Administration obtained Qmnc �ommitmcnu to teduce avwaae 
industtial tariff, from 25 to 9 percent. full distribution rights for US 1mm in Oun.a after .t 1WJC> 
in period, eliminalian of most qnc,w in fivcn:m, Jm11R aatm'CtpOl't petfoffl1ilriOQ 
requirements, and the phasing out of many geographi� restrictions. This is an impressive 
record thus far. 

My undcI'5t8Dding is that 81S\mlinK 1111 the c:cmmitm� mBdc by Pzemier Zhu are kept by the 
Chinese. there arc several outstanding issues atill mbjeet to negotiations. First and foremost on 
the protocol side. I \lrge )'O'U to continue to press for Ml prcscrvuTiou of all US trade laws to 
combat Chinese unfair trade practices, .nd resulting .potenlial import surges from China. Our 
domestic i:ndusay and it.s workers need to be usurcd that all currently available tools to combat 
unfair trade will continua to be available. 

China must provide the :full ten-ycat phase-out of bilateml textile quotas upon its m:;cc,ssion. just 
as othe: WTO mr:mbets ha,.,e done. This is vital to a critical US industry that employs over one 
million US workers. In addition, on the market ll0CCS5 aide, China n:tust provide better market.mg 
opportunities for the American movie induS'try with provisions for acccs.5 to box of5cc rcvmue. 
Finally. China must agree to foreign :financing of auto sales. 
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Several other unportant areas must al,o be addressed: China should improve their IDBI'kct access 
off en for US bmks and securities fums. In addition, China ,hould commit to full distnlmtional 
right.a and comractizlg of artists f« our recanting industr)'. Finally, my underatancling is that the, 
pharmaceutical inclumy still has IPR. eoncema 1llld that 'bath p� and fflJ1lZ'8ftce have 
·markct.eccess coneerm.

Aaajn the preservation of us tpy;J; Jaws is thQ moat importw otth; 0wtno4inK -1,,sua.
Specifically, I have three objectives in this area:

A) Prcaervation. of Section 406 of the trade Gt cf 1974 for nomnarket economies
must occur until Chmeha$ implemented all of its wro �tments and beyond
. until state eiite:rprises comprise a much smaller pm;entage of the Chinese
econoir\Y. I undersam.d.tbe Adminiltratian ifi sa.ppon:ive of.this objective.
As you know. See..tion 406 is a reviliou of our Section-201 law for nou market
eccnomic.s with a lower threshold "market di.sNption" rather than "substmtia.1''
injUIY standard. I urge you to obtain Chma•s comniitIDent not to retaliate against
any action taken under this statute. The 1994 draft protocol asSU?l'!d no Chinese
retaliation, but the 1997 draft did not.

B) Full applicability of S�er 301, Section 301 and Special 301 tc non•:m.arut
economies need 1D b� prmexve,'far1he fall aanai'liorrperit,d. The1brcat of301
retaliation enabled the Adm.iniJtralion tD obtain the strong 1996 IPR Agreement
with the Chinese. A3 you know. the WTO hu �ly constrained US ability to
utilize this law again.It other WTO membcn.

C) The US Countervailing duty la.w mult be applied immediately to China. The
Chinese provide mas1ive .subsidies to their state cn:tctpriscs. It wu wrong a
arbiffll!Y to determine as we did rem aga, that nonmarket economics by
definition �de no mbaidlea.

In addition, a series of ather n:11:eure will be important to building confidence in the Con� 
that the Chinese will live up ta their commitments. I believe it essential that we obtain full 
Chinese enforcement of all bilateral tnde agr=inents including the 1992. 1995 and 1996 IPR 
agrccm.ent and the 1992 MOU QI\ various in.d\dtrial aid agricultural sectors. 
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As you. know, another 1992 MOU prohibited. trada in pril!IIO!l labor products. At present, up to 8 
million Chinese toil at sk'\l'e labor. The Chinese haw not allowed any mspcctions to determine if 
they are living up to their cammitmcnt.s on ttds iasue. The US government UlllJt get Chinese 
pcn:nissicn to inspect sites smpected of aending prison laborproduLrt:a. This is ju,t the tint step 

· ou the Cb.ma labor rights.question that is mtical.to all Members .that.have� abow lnmnri
richts and labor rights.

In addition, the US Treasuey Dcpamncnt must do a better job emorcing the long•atandi.Dg US law
prohibiting the importation of all goodJ made with forced er prison labor. Fully implementing
that prohibition is critical to attaming a Co0gTCSSiol'lll �:nsensus in SUJ'POrt of a WTO accession
agreemCfflt for China.

'Ovcr1:imc, China'm� work towardfr=ing its lahmmmbtby allowmg :tull intemal migration,
and a commitment to the Il.O's five basic labor rights. �luding the right to organm.

r have been an advocate af the inclusion of labor rights mi CU"l?Onmcntal enforcement
r,ro"'lsions in future trade agreements and believe 1hat we should advance this issue with the
Chinese. Concurrently, we should aggressively pumie the inclusiQJl of these issues as part of the
Seattle Ministerial. Ultimately, labor and environmental issues need to be treatocl the same as
"traditiaual" trade iuue.s.

•

Also, many in the Congress will insist tbAt China and the US agree that Taiwan will join the
VvTO simultaneous to China's aoccssion. It is unfortunate that an i1:11portant economy in a much
better position to meet its wro coiamitnients has to wait for China. I am also hoping that the
Admicistration•s emphasis on 1ransparency will yield rapid Chinese publication of all Jaws,
regulations and diri:,ctives affecting exports and imports,

Another important is.sue .is US mom.toting of Chineac pbase,.ont of tech tramfcr, production 81ld
offset xequirement!. StrcDg and creative bilateral and multilateral approaches to monitori1:1.g
phase-out of Chinese offset requirement,, 'Will help to build support in domestic: US indusuy and
in key industrial unions for the deal. Attention tc the offset and tech uamfcr issues will assure
continued US technoloe].cal superiority and enhancement of US jobs and industrial ba.se. More
broadly. I want to work with the Administration, and key labor and busincss leaders to develop a
better and mote COill}Bhcmivc strategy to add%eas tha global offset issue. h is unacceptable 1bat
foreign government! can require compamea 'to give away their technological edge to attain a deal.

Finally, it is m.y belief that the US go"etnll'lCnt should wcrlc with other G7 counm.cs to fund. and
de.sign a tcehni� assistance proarmn to as.sist China and other developing nations in meeting
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their WTO commitmexi1s. This pt0pam could be administered by tbe wro or by NED or one of 
the other US aid agencies. Part of the problem in Chim. is lack of a system of rule of law 1m.d 1he 
genuine comusion about what is ffii'Llired to jom the W'I'O. Tedmical usistancc will hdp 
combat these. problem. l will wade with you to obtain rcsourc:es for SIK.h an endeavor. 

1 ·look forward to your TCaetic11 to thc!c an::u of-A:Oncem teprdiug .Chmcsc accession Jo .the 
WTO. I pledge to work eonstructively wi1h you to develop a new l>etm,gatic consensus on 
China ttadc poliey. It is my belief that this new approach am be applicable to the: Seattle 
Ministerial. fut track and indeed the cntirc: trade agenda. 

•
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