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AMBASSADOR WISNER:  Mr. Chairman and members

of the Commission, I appreciate the opportunity to appear

before you today to address an issue of enormous

importance to all of us.  I commend the Congress' will

for having created this Commission and all of you for

agreeing to serve on it.

I'd like, first of all, this afternoon to

sketch out the general background on the sector which

concerns my corporation the most.  As with the trade

deficit, the role of the service sector in our economy is

not well understood, but I believe it needs to be since

it comprises 80 percent of our GDP.

Over the past decade the role of services in

the United States economy has gone up sharply.  According

to recent data, services comprise about 77.2 percent of

GDP.  That compares with 19 percent for manufacturing and

three percent for agriculture.

Services do not obviously consist

principally of hamburger flippers.  The service sector

contains distribution, education, financial services,

intellectual property, related telecommunications,

travel service, a wide range of business, professional,

and technical services, increasingly an extraordinarily

dynamic information technology and other knowledge-

based industries that will decide the very future of

the American economy in the world at large.
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The United States is a world leader in many

of these industries, and they make a substantial

contribution to our trade balance.  In 1999, the

exports of services were over $276 billion, enjoying a

net trade surplus of $76 billion.

Much of the surplus was comprised of

earnings from American investments overseas.  In

contrast to our service sector, our trade balance was a

deficit of $248 billion.

The surplus in services helps prevent our

current account deficit from becoming larger.  Yet

services is a relatively small part of our overall

trade balance. 

It seems to me, therefore, that we need to

substantially increase the volume of services if we're

going to reduce our trade deficit.  Indeed, freer trade

and services will play a vital role in the shape of the

global economy.

The issues are many, and I won't try to

address them all.  Instead, allow me to spend a minute

thinking about the current international environment

that governments trade in services.

In 1995, when the World Trade Organization

was created, a component of the WTO, the general

agreement on trades and services, was established.  All

members of the WTO became parties to GATT.



232

In addition, countries may make specific

commitments to liberalize their markets related to

individual service sectors, such as financial services,

telecommunications, and accounting.

In fact, separate negotiations on financial

services, including insurance, were concluded in '95

and in '97, and some important commitments were made,

but much more, much more needs to be done.

In addition to this multilateral framework,

the United States has entered into a number of

bilateral agreements, Japan being a notable case.  In

this regard, Mr. Chairman, let me underscore for the

Commission the vital importance of extending China

permanent, normal trading relations.

The extension is the handmaiden of China's

entry into the WTO.  The United States' support for the

initiative was admirably negotiated by Ms. Barshefsky.

 The negotiation improves dramatically U.S. access to

the important Chinese market.

Under the WTO, China would play by world

trading rules, which is good for all of us.  So I join

literally millions of concerned Americans in hoping

that the Congress will confirm permanent, normal

trading status on China and do so without delay.

Mr. Chairman, the framework governing

trades and services remains incomplete.  In many
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regards, the current rules do not meaningfully address

the kinds of barriers American financial companies,

including insurance companies, face.

There are a number of these.  Equity

limits, for example.  It's common that American

financial service companies to be limited in the amount

of ownership they can have in a foreign market.

Capitalization.  American firms are

sometimes required to capitalize financial operations

at levels in excess of that which is economically

justified or applies to local companies' limitations on

product or geographic operations. 

The last is transparency in regulatory

decisions. 

Protection for existing investments is

absent in many markets.

There are, Mr. Chairman, a few examples. 

Rather than providing an extensive list in my

testimony, I'd like to give the Commission the letter

written to Trade Representative Charlene Barshefsky and

Secretary Daley prior to the WTO Ministerial.  It's a

superb letter with sweeping coverage of the major

issues of importance to all of us who work in the

service sector.

I would note, Mr. Chairman, that many of

these objectives are shared by our principal trading
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partners, particularly in Europe, and we have a good

chance of bringing them along.

And so, therefore, the question lies: 

where do we go from here?  What are the best next

steps?

And I would like to recommend a few.

Grandfather all existing investments and

commit to making current regulations no more

restrictive than at present;

Establish a framework for liberalization

that provides maximum liberalization up front and

phases out remaining restrictions over short and fixed

timeframes;

Insure that regulations do not micro-manage

the marketplace, but are pro-competitive;

And provide reciprocity.  The United

States, frankly, is not free of market barriers, and

we've got to be prepared to relax these.

Regarding regulation I would add that the

United States financial services sector understands

perhaps better than most the importance of a sound

regulatory environment.  If regulators do not insure

solvency margins or other prudential measures, the

local financial markets will suffer collapse and

soundly based American firms will pay the price.
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Accordingly, we are committed as an

industry to assisting countries as they build modern

regulatory regimes.  We believe it's important for the

United States government and international financial

institutions to continue their work in this field as

well.

Before closing, let me make an additional

point that I draw from my experience in the emerging

U.S. Indian economic relationship.  Knowledge based

trade, information technology, biotechnology will grow

in size and importance in the years ahead until it

becomes the most important commodity in the

marketplace.

It is essential that the United States

consider the needs of these sectors to find liberal

trade policies and work now for an open world trading

regime in knowledge based products, with our

technological edge, our privileged access to capital

markets, and our head start in many knowledge-based

industries, the United States stands to profit greatly.

I would sum up by saying that the U.S.

financial industry faces numerous hurdles in operating

abroad.  The elimination of these barriers and the

establishment of clear, enforceable rules are jobs for

our government.
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However, if these hurdles are removed, the

competitive characteristics of our industry means we

will contribute more to America's economic growth and

play a role in reducing our trade deficit.

Mr. Chairman, in short, if there is one

thing I would ask this Commission to consider, it's

sending the strongest possible signal to USTR about the

forthcoming GATT's round.  Preparations for that round

have already started.  We need an effective framework

for pursuing the round which began in January 2000, and

the service industry needs this Commission to be an

advocate for us before USTR and the instances of

government more broadly.

Mr. Chairman, thank you for your attention

and to the other Commissioners for hearing me out.

CHAIRMAN D'AMATO:  Thank you, Ambassador

Wisner.

The letter to Ambassador Barshefsky will be

included in the record. (SEE INSERT 13)

Captain Woerth. 
















