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Fred Bergsten: Let me welcome all of you this morning to our Peterson Institute for 

International Economics. My successor, Adam Posen, is on the road. So 
he asked me to chair the session today, which I’m delighted to do. 

 
As most of you know, the International Chamber of Commerce asked us 
here at the institute to conduct a major study of the outlook for the global 
trade agenda, the payoff from bringing it to successful conclusion, and 
therefore, the opportunities that are offered by the current agenda for the 
global trading system. We all know it’s going to require a good bit of 
work to realize those gains. And so the objective today is to try to discuss 
that, understand what those potential payoffs are, give a little momentum 
to the effort to work on those at a positive way, with a particular eye on 
the WTO meetings in Bali later this year. 
 
I’m delighted to say that we’re co-sponsoring this event with the 
International Chamber of Commerce who’s soon to be president, now 
vice-chair, Terry McGraw, is with us and will lead off the substantive part 
of the program in a moment. We’re also co-sponsoring with the U.S. 
Council for International Business, the Center for Strategic and 
International Studies, all of us working together to try to promote this 
global trade agenda. 
 
Peter Robinson is the president of the U.S. Council for International 
Business who co-sponsored the event with us. I’d like to introduce Peter to 
add a word of welcome from his perspective as well. Peter. 



2 

 
 
Peter Robinson: Thanks very much, Fred, and thanks so much for hosting us here today 

and what a great turnout. There’s certainly a lot of action on trade and 
investment these days, and we really look forward to hearing more about 
Gary’s and Jeff’s report commissioned by ICC Research Foundation. 

 
For those of you who are not familiar with USCIB, we are the U.S. 
affiliate of International Chamber of Commerce as well as a number of 
other global business groups. So we represent the views of over 300 
corporations, professional firms and industry associations to the U.S. and 
other governments, along with multilateral bodies like the UN, OECD, 
WTO, and ILO. 
 
A number of our member executives, including Jim Bacchus who chairs 
the ICC Trade and Investment Commission and Rick Johnston who chairs 
USCIB’s Trade and Investment Committee—and who will be speaking in 
just a little bit—played a leading role in helping to shape the ICC world 
trade agenda. 
 
And I’d like to mention three other colleagues at the ICC Secretariat in 
Paris who have also played a leading role: ICC Secretary General Jean-
Guy Carrier who could not be here with us today, but two of his 
colleagues could. Stefano Bertasi, ICC’s executive director of policy and 
Nicole [inaudible 00:03:02] who directs the work of ICC’s trade 
commission. So, Stefan and Nicole, thank you for being with us. 
 
I was just mentioning to a few of you beforehand that we’ve been talking a 
lot about the rise of global value chains lately. I was at a panel at the 
OECD a couple of weeks ago where we reviewed an OECD paper on 
GVCs and trade in value-added, and what this means for trade policy 
globally and how countries can succeed in a more tightly integrated global 
marketplace. And the new data from the OECD gives us a lot to think 
about and it’s really fascinating to me. 
 
For example, when services embedded in manufactured goods are counted 
in our trade data, the overall services component of U.S. trade rises from, 
like, 20 percent to 40 percent. And the foreign content of U.S. export 
value has tripled in the last 30 years from 7 percent to over 22 percent 
while the global import content of exports is approaching 50 percent. 
 
So in such a situation—as Pascal Lamy mentioned at this panel at the 
OECD the other week—protectionism becomes even more stupid than we 
thought it was before because import barriers become in effect export 
taxes. So in a world where intermediate goods are crossing borders 
multiple times before they become a final product, we’re just shooting 
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ourselves in the foot. So I think this TiVa, the trade in value-added, will 
bring a new perspective on trade policy and hopefully a new illumination 
to our policymakers. 
 
Augmenting the work that the OECD is doing, we at USCIB recently 
joined with the Business Roundtable to publish new research from Matt 
Slaughter of Dartmouth examining how American companies participate 
in global supply networks and documenting the significant economic and 
employment gains that this participation brings in the United States. You 
can download that report at, one word, globalsupplynetworks.org, if you’d 
like to take a look at that. 
 
So it’s critical that countries take the right approach and craft the right 
policies to accommodate emerging global value chains. In particular, we 
think it’s important to address new and emerging issues, like forced 
localization requirements, restriction on the cross-border flow of data, 
unfair competition from state-owned enterprises, and customs 
impediments or barriers at the border. 
 
But in this context, I think that the ICC world trade agendas are very 
helpful and illustrative product. It’s setting out sensible and doable 
agendas for action on world trade. In particular, the recommendations for 
a WTO trade facilitation agreement, a services agreement, an expansion of 
the information technology agreement would if pursued really help 
smooth business operations globally. And countries would be far better 
prepared to adapt to and profit from global supply chains and the 
investments that they can bring. 
 
So we see the recommendations in this world trade agenda as entirely 
consistent with the broad business objectives for U.S. trade and investment 
policy that we are pursuing. It’s going to be important as we look to 
harvest what we can on the WTO side to also keep moving forward on the 
Trans-Pacific Partnership and TTIP as well as on possible bilateral 
investment treaties with China, India, and other key emerging countries. 
While also keeping in mind that global value chains really strengthen the 
economic case for advancing trade negotiations at the multilateral level 
since barriers between third countries whether upstream or downstream 
become just as important as barriers in direct trading partners and are best 
addressed together. 
 
And for all these to happen by the way, on the U.S. side, we obviously 
need trade promotion authority and that’s one thing that we’re working 
hard to push for along with our fellow business groups in Washington. So, 
again, welcome and thanks for coming. And I’ll hand it back to Fred to 
introduce Terry. Thanks. 

 



4 

Fred Bergsten: Thank you, Peter. As I say, it’s a great pleasure to be co-hosting today 
with the USCIB. And we look forward to a very lively session to promote 
this global trade agenda. 

 
This is basically the show of the International Chamber of Commerce. As 
I said, we were delighted to be asked by them to produce this report—an 
analysis of the global trade agenda, what might be done, what its payoffs 
might be, and how one could go about achieving it. The lead-off of our 
discussion today will thus come quite appropriately from Terry McGraw 
who’s now the vice-chairman of the International Chamber of Commerce 
and about to become its chairman on July 1. 
 
Terry is, of course, chairman, president and CEO of McGraw Hill 
Financial which includes under its umbrella things like S&P, the Dow 
Jones Indices, Platts, J.D. Power, and all those services that we all use 
daily as we track the global economy and what’s going on in it. I’m also 
delighted to serve with Terry on the President's Advisory Committee on 
Trade Policy and Negotiations. Terry is the chairman of that group and it’s 
a great pleasure to work on it with him. 
 
But for today’s purposes as I say, his main attribute is being vice-chair and 
incoming chair of the International Chamber of Commerce. The 
International Chamber which has been led recently, Marcus Wallenberg 
from Sweden, Victor Fung from Hong Kong, China, have of course played 
an absolutely essential role in mobilizing the global business community 
to support an open trading system, promote further liberalization, keep the 
bicycle moving in the direction of ever-increasing openness, and therefore, 
support to the global economy. 
 
Terry, it’s a great pleasure to host you here. We look forward to your 
kicking us off. 

 
Terry McGraw: Okay. Thank you very much. I’ve already done something wrong. There 

we go. This is fun. And thank you all for being here and being a part of 
this. We have so much to do and we’re talking obviously a lot about trade. 
And we want to get to the report and our panel and all of those kinds of 
things. And it’s so good to be with you, Fred. Fred and I played politics 
the last two days. It’s getting a little frustrating getting some things done 
in all of this. And I so look forward to this and being here at Peterson 
because of the fact that we’ve got some real substantive stuff to talk about. 
And then the question is going to be how we implement these things. 

 
Now, I’ve been asked to speak on just the International Chamber of 
Commerce. I was also asked to speak quickly in all that and I’ll try. But 
again, and Peter Robinson who heads up the USCIB and the US affiliate, 
if you will, of the International Chamber of Commerce, these 
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organizations like the Chamber, the Roundtable, all of these, it is so 
important that they’re integrating. And we have to make sure that we have 
got the common messages, and we’re dealing with facts and substance like 
this report because it’s in the execution that we’ve got to get it. 
 
Now, Fred mentioned that my chairmanship of ACTPN. We had more fun 
in the last administration. We’re struggling to actually meet at this point. 
Having said that for the United States, all of a sudden we have a very 
robust agenda, one that I think we all want to see some tangible evidence 
that we’re making some progress on this one. Because when we talk about 
trade, and I also say trade and investment, and investment also always 
seems to take the second seat on this one. But the investment schedule is 
so critical to our achievement of economic growth and job creation, 
prosperity in middle class, development, all of those kinds of things on 
that one. 
 
And the investment need is so enormous when you talk about things like 
worldwide we’re going to need $70 trillion of infrastructure investment by 
2030 that India is looking for a trillion over the next five years. In terms of 
non-financial corporate securities, we’re looking for some 46 trillion, 
which I was just informed. That number is now 53 trillion. I don’t know 
what a trillion looks like. So I don’t know how you add that much that 
quick. But again, it is about the growth that we’re seeing worldwide. We 
haven’t seen this kind of expansionism globalization type in the last 10 
years. It has just been enormous in all of that. 
 
And one other thought, I was very concerned when Europe went back into 
recession that 40 percent of their product comes to United States. What 
was the contagion effect going to be on us on that one? Well, there were 
some on this one. When our growth dropped a little bit more and Japan is 
deeper into recession and all that, the developed world which represents 
50 percent of world GDP, the contagion effect would be huge and it 
wasn’t. And one of the reasons it wasn’t was the strength of the emerging 
markets, and we’ll see that a little bit in the report on this one. 
 
I was in Singapore recently and the relationship between Singapore, 
Indonesia, Malaysia, Thailand, Philippines, Vietnam, all of that, the 
strength is unbelievable in doing that. I was going to talk about Eastern 
Europe in all of that and I’ve been using Turkey as one of the great 
examples on that one. Let’s leave that one alone for a moment in all of 
that. And hopefully, they get back to some common sense on that part. But 
anyway, I’m going on too long on some of those things. I’ve been asked to 
talk about the International Chamber of Commerce. 
 
One of the nice things about the International Chamber of Commerce is 
it’s made up of all of these national committees, literally country by 
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country by country. You have very, very strong leaders, political and 
business leaders, that come together at these national committee levels and 
it becomes sort of the backbone of what ICC is all about. Now how we 
utilize them and how we help support them is going to be very important. 
They also have these regional councils, and as part of all of that, they have 
these commissions that Peter was talking about. And they have 12 
commissions like trade and investment, energy, environment, all sorts of 
things that way. And they have people literally worldwide that’s working 
on these commissions and coming up with best practices and ideas and 
everything else like that. 
 
So, the bottom line here is that we need to all work together. And the 
voice of business has got to get louder, more substantive. It’s got to be part 
that we talked about the public-private sector cooperation all the time. It’s 
the role of business that has to play a bigger role in this one. We cannot 
leave these things to governments alone. And where governments reach 
out—like Singapore—and one work with business to be able to get those 
ideas, we seem to make the most progress in all of that. But from our 
standpoint, we have to do everything we possibly can to be more 
substantive in terms of the things that we’re capable of doing in terms of 
influencing markets and making impacts in markets, and therefore, trade 
and investment becomes the important part. 
 
So in terms of my brief remarks, I’ll quickly talk a little bit about some of 
the historic and I’ll do it very quickly, but it’s so substantive the historic 
role that ICC has played. We’ll talk a little bit about the trade agenda, the 
world trade agenda on this one. Peter, we were in DOHA in April and we 
laid this out. And there was quite a lot of excitement and enthusiasm in 
terms of what we’re talking about. We’ll talk very quickly about our goals 
in the B20 and the G20 process, which has to be substantive. And we’re 
going to be going over to St. Petersburg Tuesday on that one and we’ll 
spend some time with the B20 process on that part of it, putting out the 
agenda and what business not only wants but what business is willing to 
commit to, to make it happen. 
 
And then we’ll talk a little bit very quickly about projects to monitor our 
overall progress. I mean, it’s one thing to have these kinds of reports and 
to put these agendas together and the like. But if you’re not having 
monitoring systems and the like to measure your progress that you’re 
actually doing something, then you can’t have the flexibility to change all 
those things. But again, economic growth, prosperity, job creation, all of 
those kinds of things are all synonymous with trade and investment; and 
that’s what we’re focused on. 
 
We were thinking a little bit about what our own agenda here in the United 
States has been. We’ve made a lot of progress on trade albeit we’d all like 
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to see it in a more accelerated and a faster pace and all of those kinds of 
things as our world grows up so fast in front of us. We want to see more in 
all of that. By 2030, 70 percent of world GDP would be outside the 
developed world. Today, the developed world is 50 percent. By 2030, it’ll 
be 30 percent. India and China are today 12 percent of world GDP. In that 
same timeframe then, they’ll be 33 percent in all that. So it’s enormous 
globalization and urbanization and change that’s taking place. And trade 
and investment is right in the middle of it. 
 
We’ve done some 42 free trade agreements in the United States, but they 
only represent about 10 percent of world GDP. And so the enormity of the 
opportunity that trade and investment will play in terms of connecting our 
world in the globalization movement is huge. My own company is doing 
extremely well in terms of international engagement. About 40 percent of 
our revenues now come from outside of the United States. The neat part 
about that is it’s growing at twice the rate that our domestic participation 
is. And therefore, in terms of what we need to be doing in terms of helping 
to create those mechanisms that open markets in all of that is what we’ve 
got to be about. 
 
So very quickly, let me go to the historic role of promoting global trade. 
And I have to tell you that I was glad to get some help on this because I 
wasn’t even aware of the magnitude of what the founding fathers of ICC 
had done. And if you go back to 1919 when we were in the process of 
reshaping “our world” which was really what was to become the 
developed world, the voice of business was what ICC was recognizing at 
that time, which was the critical element that’s going to see this kind of 
growth. And so when we start talking about what we were doing, the 
whole notion of Merchants of Peace, and all of those kinds of things was 
at the foundation of what this organization was about. 
 
But just after the Second World War, ICC helped create the Bretton 
Woods system of monetary management, which led to the creation of the 
International Monetary Fund, which also led to the International Bank for 
Reconstruction and Development, the rules for commercial and financial 
relations amongst the world’s major industrial states. And later, the ICC 
worked to help develop the principles that finally became the general 
agreement on tariffs and trade and eventually the World Trade 
Organization. 
 
So when you think of what the ICC has been able to achieve in its history, 
it’s quite substantive in all of that. And I think that for the International 
Chamber of Commerce as is the Roundtable, the Chamber, the USCIB, 
and all of that, we’ve got to find ways to get back to be able to do that. 
And that’s why working with Fred and Peterson Institute and all of that to 
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be able to get the right kinds of facts and agendas and set clear priorities is 
what it’s got to be about for us. 
 
So very quickly, working on the world trade agenda, again, we need to 
expand the whole notion and the mission for why we’re doing this, which 
is economic growth and all of the other components that come from that. 
A key part of our work is to promote the creation of accepted rules and 
greater trade liberalization on a nondiscriminatory basis. And we cannot 
wait for government again to do these things. And I’m not here to 
disparage governments and leadership and the political importance of all 
of these things. 
 
What I would say to you is the other way around, that it’s got to be the 
role of business that steps up and plays a stronger more meaningful role. 
And we need our organizations to be able to do that. That goal is what our 
world trade agenda is all about and that’s what this paper that we’re going 
to be talking about is helping us to do in setting some of these priorities. 
And we’re going to take it to St. Petersburg. We’re going to take it to Paris 
week after next. And we’re going to be talking about it as we’re going to 
be talking about it right here. 
 
We also want to make sure that the B20 and the G20 process gets our best 
thinking as to priorities and our help and support in why we think we can 
be constructive in the execution of these and the monitoring. So this report 
today, and Gary and Jeffrey will be talking about it hopefully in about a 
minute and a half, and we’ll get to exactly what we’re talking about with 
this report. And I think you’re going to find that it’s very exciting in all 
that. 
 
Now, as part of all of this and in working through this, people keep talking 
about the DOHA development agenda and how we have to get back to it 
and the like. We’re not ready in my opinion for that. In any kind of 
multilateral comprehensive agreement, again we have disparities between 
some of our merging, developing and developed countries at this point that 
we have to narrow the scope and the focus a little bit. 
 
So that’s why when we started talking about the international trade 
agreement on services, I was really delighted to see that. Only because of 
the fact if you take a look at the four modalities—agriculture, 
manufactured goods, services, and trade facilitation—90 percent of the 
oxygen gets eaten up with agriculture; manufactured goods gets this; 
services gets none. And we made actually some very substantive progress 
on the trade facilitation side on that one. But breaking it up a little bit I 
think makes an awful lot of sense. 
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One of the biggest agenda items for the WTO is obviously the Ministerial 
Meeting in Bali in December. And we’re talking about in particular the 
new trade facilitation agreement. Personally, I think we have made so 
much progress on the trade facilitation side which is really good for 
customs processing, logistics, all of those kinds of issues on this one. And 
over the last week and a half, I’m hearing tremendous discouragement that 
we’re not going to get a trade facilitation agreement coming at Bali. And I 
hope that everything that we’re able to do is to be able to right that 
because that would make for a very, very discouraging outcome and that’s 
not going to help any of us. So we want to certainly be there. 
 
But also outlined in our world trade agenda, there are three other 
important outcomes that we’re seeking in Bali that will obviously develop 
not just developed but developing countries as well. We want to improve 
market access for the least developed countries. We want to secondly 
reduce agriculture export subsidies and food export restraints. And 
completing discussions on expanding trade in the IT products to the 
international technology agreement are also important. So again, we just 
don’t want to put it on trade facilitation, but we do it.  
 
I’m getting signals over here that … my brief remarks—hold on—on this 
one.  
 
So achieving even as a minimum package in Bali would be very, very 
important. 
 
Getting to elements of the DOHA agenda that we could be expansive on is 
liberalizing trade and services and this would be through plurilateral 
approaches, bringing preferential trade agreements under the WTO 
framework, fostering greener economic activity through trade, moving 
towards a high standard multilateral agreement on investment. And again, 
with all the investment needs and the like, we talked about all the time 
things like the bilateral investment treaty, China, Brazil, Russia, India, and 
all of those. We’ve got to get those done. 
 
In a conversation I had with the new Chinese ambassador Wednesday 
night, the one thing … I mean, again, there’s tension with the Trans-
Pacific Partnership, but the one thing that he was even saying at that thing 
was if we focus on nothing else with the U.S.-China relationship, it should 
be the bilateral investment treaty. I couldn’t agree more. It’s going to be 
from that that you’re going to see the more progress as quickly. But we 
have to lead to those. 
 
Let’s see. In terms of the B20-G20 process, we’ve engaged with the 
leaders in Seoul in 2010. And we will be starting with the Russian 
component of that. And we’re already working on the Australian 
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component of that for next year. There’re five key areas of focus for the 
B20 and G20. We’ve got to complete the WTO trade facilitation 
agreement and we’ve got to do it this year. And that’s why Bali is so 
important and we’ve got to put a lot of focus on that. Monitoring of 
commitments on eliminating protectionism that Peter was talking about 
has got to be a key component. Recommending that the G20 lead the way 
of completing the DOHA Round or being a major influence in demanding 
it and all of that is there. Supporting obviously an always open markets, 
and making free and plurilateral trade agreements more transparent by 
building them toward multilateral liberalization. 
 
And finally when we were talking about the monitoring projects in all of 
these, this becomes again, as we said upfront, so important because if 
you’re not measuring your progress, if you’re not monitoring your 
progress, how do you know that you’re actually achieving the priorities of 
your agenda and the like. And so we encourage at a very high level a 
number of programs here  
 
We have an ICC G20 Business Scorecard. It’s now on its second year. 
And it measures the responsiveness to our recommendations that we have 
given. We released the second edition last month of this scorecard; and it 
shows that while the G20 is responding to business concerns, there’s still 
an awful lot to do. And we want to continue to keep that focus. 
 
ICC also published another monitor on import. It’s called the ICC Open 
Markets Index which provides a valuable tool for tracking cross-border 
trade and investment. The index focuses on four baskets of indicators: 
trade openness, trade policy, openness to foreign direct investment, and 
trade-enabling infrastructure. And again, that’s why the trade facilitation 
part is so important. The latest index shows progress in all of these areas, 
but again way, way shy of where we need to be. By the way, again in 
terms of the developed world, we need to see a lot more activity. Canada 
is the one country that ranks in the top 20 of the open trade open market 
area, which means there’s a lot of room that we need to do. 
 
So of all of those areas, the International Chamber of Commerce is really 
re-thinking a lot of how we’re doing things, what we’re doing, and getting 
a lot more inclusion from the business communities again from those 
national committees and regional councils and the like and through our 
commissions. And we’re so pleased to be at the Peterson Institute and go 
through today what Gary and Jeffrey had done in terms of this report. And 
we’re going to take this report and we’re going to break it into smaller 
sound bites. And we’re just going to be relentless, country by country, in 
demanding what the business community wants, but what the business 
community is going to be committed to being able to help and support in 
terms of getting this done.  
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Trade and investment is all about growth and jobs and prosperity as we 
said. And if that’s what we all want, the more we can do together is where 
we’ve got to be. Thanks very much for being here and being a part of this. 

 
Fred Bergsten: Terry, thank you for so nicely outlining the trade agenda. It’s terrific. I 

would reiterate, all of us here at the institute strongly support the active 
engagement of the ICC in the business community. The political truth is 
that unless you all push and support, it’s not going to happen. And 
therefore, we’re delighted to work so closely with you both in designing 
the ideas and then trying to get them implemented. 

 
So now we turn, as Terry called for, to the substance. Again, I was very 
pleased that the ICC asked us at the institute to do this study that tries to 
quantify and describe the payoff from the various elements in the global 
trade agenda. The study was done by my close colleagues, Gary Hufbauer 
and Jeffrey Schott who have been senior fellows here at the institute 
literally since the creation of the institute over 30 years ago. 
 
I think they need no introduction to this audience. All of you know that 
they have done path-breaking studies for the whole series of trade policy 
developments over that time, going back to the initial U.S.-Canada 
agreement to NAFTA that Carla Hills negotiated to the Uruguay Round, 
subsequently to the Free Trade Area of the Americas which did not work 
out, but we studied them whether or not they pan out eventually, then to 
doing original plans for the DOHA Round and to the series of bilateral and 
regional agreements that the United States was involved in so heavily in 
the 1990s and over the last decade, including, of course, APEC and what’s 
now become the Trans-Pacific Partnership, the planning for this current, 
hopefully conclusion to the WTO negotiations and the next big round of 
regional agreements. 
 
So I turn it over to Gary and Jeff to present this new report, The Payoff 
from the World Trade Agenda 2013. 

 
Gary Hufbauer: Thanks very much, Fred, and thanks to the ICC. And I want to give 

special recognition again to Nicole and Stefano who behind the scenes 
have reorganized this project, and our two colleagues, Julia Muir and 
Cathleen Cimino, here at the institute who did a tremendous amount of 
work on this study. I’m going to go through the numbers, and Jeff will 
give the music a little bit later. 

 
So, 2013 as everyone here knows is a make-or-break year for the WTO 
and the Bali Ministerial in our view is just critical. In this study, we 
focused on seven agreements which seemed to us feasible. And what that 
leaves out is NAMA (non-agricultural market access) and agriculture, 
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which were quite difficult and were stumbling blocks in the various 
DOHA talks. 
 
Now, for the seven remaining ones and they are not dwarfs, but the seven 
remaining ones we did three kinds of calculations: one, the export gains; 
secondly, the job supported by the export gains; and thirdly, the GDP 
losses or gains as a result—losses averted or gains from success. And this 
is the table that summarizes all this work that our team has done. It is in 
the first couple of pages of the report so I won’t dwell on it. I will just turn 
briefly now to the ones that we emphasized. 
 
Now, “trade facilitation,” that phrase was hardly known at DOHA back in 
2001. It was a sleeper in this whole agreement in the whole DOHA 
Round. And in fact, the research which shows the importance of trade 
facilitation was done subsequent to the launching of the Round. And then 
the World Bank gets a lot of credit for this through a lot of scholars around 
the world. They started looking at the huge differences which exist 
between ports and customs and so forth around the world and started 
quantifying the cost. And lo and behold, figured out in kind of a broad 
way that the cost of all these goo, which doesn’t need to exist, which is 
obstructing trade, is about 10 percent whereas average tariffs are now 
about 5 percent ad valorem. So there’s a big payoff there. That is actually 
a fairly recent discovery. 
 
So when you then quantify that into the payoff, we get the kind of 
numbers which I’ve put there on the slide. This is the $1 trillion payoff. 
Now that seems, when we first did this number that seemed pretty large. 
Subsequent to this study that Stefano and Nicole [inaudible 00:36:22] and 
ICCF commissioned us to do, the World Bank and the World Economic 
Forum teamed up with Bain & Company to do some further quite 
sophisticated quantification using computable general equilibrium model 
and a lot of cases studies. And they’ve not only reinforced what the 
numbers you see there, but they’ve actually if we could get much closer to 
the frontier of good trade practice, such as happens in Shanghai and 
Singapore and so on, they say the growth of world trade could be 15 
percent and the growth of GDP could be 5 percent. So I spent a lot of time 
on this because this is really the big thing and that’s what the ICC is 
focusing on in DOHA. 
 
Now coming to the International Services Agreement, this has been a path 
of this institute and others as well, obviously that’s not ready for Bali. It 
hasn’t gone all the way. But it would be the second or possibly even larger 
for the reasons that Terry McGraw talked about. Services are completely 
neglected. The barriers are extremely high. Pioneering work by Brad 
Jensen shows that business services is way underrepresented in terms of 
exports from what it could be, and the gains are truly enormous. I’ll just 
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go back to that slide. You can see international services what we see in 
terms of export gains, GDP increase as very big stuff. 
 
The good news about services is that—and this is since we wrote this—is 
that China is now interested. I was just in China a week or so ago and 
there’s a serious interest in China in joining the Trade and International 
Services Agreement (TISA), that would if China would join, India would 
have to join. That would suddenly take off so that’s a big plus, but that’s 
beyond Bali. 
 
Now turning to some other things, it’s recognized that there has to be 
political balance in any compact coming out of Bali. And one item which 
is an old item on the DOHA agenda is duty-free quota-free. This is run 
into very heavy weather both because of the preference erosion issue 
which some countries have complained bitterly about, Haiti being one of 
them for example, and because of the difficulty of going that last 3 percent 
in terms of the very sensitive areas in tariff schedules in the United States, 
in Europe, and so forth and so on. 
 
So that may not be part of the imbalance at Bali. Jeff will talk about that 
more. But these agricultural export subsidies is another item which the 
developing countries are quite interested in and seems to be almost 
committed that the developed countries will get rid of their export 
subsidies. 
 
One I’m just going to quickly pause on, but it actually looks like it’s a 
done deal, the ITA II, not the whole International Digital Economy, which 
conceived of addressing non-tariff barriers that doesn’t seem to be on, but 
the expansion of the list, the updating of the list, ITA II. China is on board. 
It looks like it will go. 
 
Terry mentioned the limits on food export controls. Right now that’s not 
an issue. But during the drought a couple of years back, this was a big 
issue because about 20 countries put on food export controls. And what 
we’re talking here is a compact not to do it, or at least if you put on food 
export controls, not to hit the least developed countries. 
 
And then there’s finally the environmental goods and services. As is well 
known, APEC has come up with a list of about 54 items. They can’t quite 
agree on what the 54 items are. But they might and that could be an 
example for the WTO to adopt a similar list which has been a long-time 
goal, and again, there would be a good payoff. So we say the ministers 
they have to come home with a deal, and Jeff is going to tell you how 
they’re going to do it. 
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Jeffrey Schott: Thank you very much. And my thanks as well to the ICC for allowing us 
to do this work, which we wanted to do and realized needed to be done. 
And in the course of our research, we’ve been traveling around the world. 
So it is not made in Washington study. It’s one that has taken an input 
from developed and developing countries around the world. And we hope 
it will produce a little better result than right now on the horizon. I think 
Terry gave the right prognosis near term. 

 
Gary said beware. We have to get a result out of Bali and the objectives 
are not inconsequential. Ministers hope to achieve what I would call a 
demonstration deal, an early harvest of the trade facilitation accord that 
has been under negotiation for about a decade, aspects of part of the 
negotiations on agriculture and development including in particular issues 
of priority concern for the least developed countries. Those need to be 
harvested and to do so would encourage WTO members to reengage on 
the broader WTO negotiating agenda going forward, which has been 
basically on the sidelines literally for five years since the talks broke down 
in 2008. There have been efforts and work going on in Geneva. But 
essentially, there’s been an impasse in the negotiations since then. 
 
Now, what are the prospects for Bali? Well, they’re not so good. Trade 
ministers are prone to accentuate the positive. But when APEC trade 
leaders met in Surabaya, Indonesia in April of this year, they admitted, 
and I need to quote this. This is what they said: “The negotiation as it 
stands now is not on course to lead to a successful outcome at the 
Ministerial Conference 9 in Bali.” And then even more ominously they 
said: “The continued viability of the WTO’s negotiating function is at 
serious risk.” So that’s what our trade leaders, our optimistic trade leaders 
are saying about the prospects for moving forward later this year in Bali. 
And it underscores the task that Terry and others have. And it has to be 
more than the business community, but as Fred said it has to be certainly 
pushed hard by the business community to just get the officials and the 
negotiators to recognize that there’s a lot at stake and a big window of 
opportunity to make progress, but a big cost if they don’t. 
 
Now, what are the reasons for the impasse? And this is something that 
goes beyond what we put in our study. It’s more of a postscript to our 
study to look at the task going forward. And there are a number of 
problems that beset the preparations for the Bali Ministerial. You can call 
them Bali aches if you like. Oh, yeah, I was wondering whether to say 
that, and obviously I shouldn’t have. 
 
The first is issue with linkages. These are tactical gambits that risk 
blocking agreement like similar moves blocked agreement on the overall 
DOHA agenda over the past 10 years. And the key problem going forward 
for Bali is linking what is called food security subsidies with the trade 
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facilitation agreement. There are important issues with regard to food 
security. There are important issues with regard to agricultural subsidies. 
But they should not be used in a way that blocks the ability to get the big 
deliverable out of Bali. And negotiators are still tied up in knots on how to 
do that. 
 
The second problem regards imbalances. Each country has a different idea 
of what is a balanced accord. Now, the terminology is important. In the 
past, we talked in trade negotiations about reciprocity. Reciprocity is an 
ambiguous term, but it’s a lot clearer than talking about balanced because 
each country has their own idea of what balanced is and there’s no 
consistent standard to set it on. 
 
So the first imbalance derives from differences in how countries value the 
benefit of policy change, basically taking what’s going on now and 
changing what countries do in order to open up more opportunities from 
trade and investment and how they value the increase in policy 
predictability that comes when new obligations constrain the ability of 
governments to reverse liberalization and to add new protectionism. So 
those are important. How do you value those things? In fact, the 
appreciation of the value of those two aspects is sometimes not well 
understood. 
 
The second imbalance comes between the level of progress that is needed 
on market access across agriculture and manufacturing and services, and 
the progress on commitments to new rule-making obligations, which often 
also encompass reforms that result in improved market access. This is part 
of the problem with the duty-free, quota-free issue and the resistance to 
going to a 100 percent coverage of tariff lines in a number of countries. 
There needs to be progress both on the coverage of the tariff preferences 
for the least developed countries. But there also needs to be progress on 
the eligibility rules for qualifying for the preferential rates. I mean, there 
are some countries that provide a 100 percent duty-free, quota-free 
treatment for least developed countries, but those countries don’t get 
access to that market because the eligibility rules, the content requirements 
and the like, basically block them from access to those markets. So those 
two things have to be done. There has to be a greater liberalization of the 
eligibility requirements to make those LDC preferences meaningful. 
 
And third, there are leadership lapses. And this has been throughout the 
DOHA Round, so this is nothing new. The big players, developed and 
developing, need to put their chips on the table. For the U.S. and the EU, 
this means real constraints on farm supports and real new access for the 
exports of the least developed countries. These countries should be more 
responsive with regards to cuts of agricultural export subsidies—that’s one 
of our initiatives in our study. And indeed, there has been suggestions for 
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Bali that developing countries want the U.S. and Europe to commit to a 50 
percent down payment on reductions of agricultural export subsidies, but 
that’s actually doable given the current climate of high commodity prices 
and should be acceptable if the deal included a snapback clause. But it 
seems to be resisted so far. And this is one area where the negotiators are 
being a bit too risk-averse. 
 
For China, it means dropping the charade that they are recently a ceded 
member to the WTO, and therefore, don’t have to do anymore. They need 
to do more. They need to commit to broader liberalization than other 
developing countries. And they have the ability to do that. For all the 
BRICs, it means advancing services negotiations as a means to unblock 
the negotiating impasse on agriculture and on NAMA. 
 
Now, this audience probably is focusing on, well, how the heck is the 
United States going to do in any of this. And it leads to the question of 
what about trade promotion authority. For the U.S., passage of new trade 
promotion authority would send a very positive signal that we were 
willing and able to make these commitments and follow through on them, 
and it should be done soon. And I was pleased that Mike Froman in these 
confirmation hearings gave the committee assurances that he would work 
closely with the Finance and Ways and Means Committee that are already 
doing preparatory work on new legislation. 
 
Now, soon in this context given legislative realities means that a bill 
should be either passed or at least well advanced before Bali. I think if 
there’s a clear sign that the Congress is moving forward and will enact 
trade promotion authority that this will make it easier for the U.S. 
negotiators to put together the type of deal that serves our broad interest 
and those of the trading system. But, passage of the farm bill could send 
exactly the opposite signal, at least the way it is being considered right 
now and if key Senate provisions are enacted. 
 
It’s interesting that legislators hardly take into consideration at all 
international trade negotiations when they put together a farm bill. And 
while they should deal with the concerns of their constituents, their 
constituents are operating in global markets. And it’s interesting that while 
there’s interesting cutting subsidies in the Congress, the subsidies that 
they’re considering cutting are the only ones that are actually legal under 
the WTO system. So they’re cutting the legal subsidies and proposing new 
subsidies that would, if not be illegal, would be actionable and considered 
trade distorting under the WTO. So this is a problem and for Bali, if 
Congress doesn’t act on the farm bill, that may be a positive thing. 
 
So in sum, I think what has come out of our study is that there are a lot of 
important things that should and can be done. A Bali deal is critical to 



17 

rebuilding confidence in WTO negotiations. And simply put, officials 
need to demonstrate that WTO talks can produce results. That used to be 
why everyone went to Geneva during the GATT era. But there has been a 
great deal of skepticism in recent years that negotiators recognized the 
urgency of getting something done. And second, Bali needs to produce a 
solid down payment on a bigger WTO package that would be pulled 
together and accelerated negotiations post Bali. 
 
Trade facilitation is the key to the Bali package. And going forward, 
we’ve argued that there is a huge payoff from doing so in a number of 
other areas. And the key task for that moving forward will be on the issues 
that we have covered, that Gary covered in his presentation, particularly 
services, doing more on information technology and the like. That’s a big 
task, but if we can get started again on the right foot, I think negotiators 
can then accelerate their work in the coming years. Thank you very much. 

 
Fred Bergsten: Let me ask our panel to come on up and we will proceed from here. As 

they’re coming up, let me give them a quick introduction. We’ve got a 
superb panel from different perspectives to talk about the study and to 
offer their own views on this global trade agenda. 

 
 Jim Bacchus, who I’m going to start, is literally the dean of global trade 

lawyers. That’s not because he was a former congressman, but has 
something to do with that, his understanding of the politics of it. Jim was a 
member of Congress from Florida. He was a special assistant to the 
USTR. He worked for the governor of Florida. So his roots go back deeply 
into American politics. But he’s now chair of the Global Practice Group at 
Greenberg Traurig, but was for eight years one of the seven members of 
the Appellate Body of the WTO. He was a founding member of that 
highest global trade tribunal, twice appointed to it, twice elected chairman 
of it. And he has been called the John Marshall of the World Trade 
Organization. Now if that’s not deanship, I don’t know what it would be. 
He’s very involved with the business community in working on trade 
issues. And I want to start our panel with him. 

 
We’ll then turn to Rick Johnston. Rick is now director and senior VP for 
International Government Affairs at Citi in charge of Citi’s relations with 
governments and political figures in more than a hundred countries. He’s 
been voted by his peers among the best lawyers in America, too many 
lawyers up here, but we economists are open-minded and occasionally 
permit a few to grace our podium. He was the international trade counsel 
on the Senate Finance Committee, so also deeply understands the U.S. 
political process as it relates to trade policy. 
 
And then third will be Scott Miller, until recently, director for Global 
Trade Policy at Procter & Gamble was literally one of the three or four 
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people in the business community that back stopped all the major 
initiatives in the Congress with the administration to get trade policy 
agreements worked out and ratified by the Congress so become into U.S. 
law. He’s now the William M. Scholl chair in International Business at 
CSIS. And we’re delighted that he joins us as a fellow think tanker now 
working on trade policy from that perspective. 
 
So, Jim, Rick and Scott, I invite each of you to give your comments on the 
new study, your own views on how to deal with the impasse that Jeff was 
describing, to realize the gains that Gary has put on the table for us. Jim. 

 
James Bacchus: Thank you very much, Fred. Thank you for those kind words. It’s great to 

be back again at the Peterson Institute and to see so many good friends. I 
think Carla Hills will remember when I was a freshman in the other party 
and I called her when she was sitting in USTR and volunteered to work 
the trade promotion authority for President Bush. I was told by my former 
colleagues at USTR she almost fell out of her chair. But we’ve been 
working together ever since and so have a lot of the rest of us. 

 
Let me say something that may surprise you, not in my capacity as chair 
of the ICC’s Global Commission on Trade and Investment Policy, but in 
my erstwhile capacity as former chief judge of the WTO. It may surprise 
you but I don’t think that all WTO issues should be resolved in dispute 
settlement. And in fact, there’s a danger that far too many of them will be 
or at least will try to resolve them there. And this is a main legal point I 
would like to make and following on what Terry and Gary and Jeff have 
said. I agree with all of their substantive points. The question is how we 
negotiate going forward. 
 
Too many of us have assumed that the only way that’s permitted in the 
WTO treaty for agreeing on new rules for the trading system are on 
revisions in the rules we have is on the basis of a single undertaking, 
which is how we chose to proceed with the DOHA Development Round. 
The notion that nothing is agreed until everything is agreed by everyone, 
that consensus approach. And indeed, that is a way that is permitted in the 
current WTO treaty for concluding new rules and revising existing rules. 
But it’s important to realize that we chose to take that approach. 
 
And it’s important furthermore to realize that there is another approach 
that is currently permitted without changing a single word of the treaty in 
which we can also proceed and indeed have and have done so 
successfully. That is what we lawyers call plurilaterally in which some 
WTO members, but not all, can agree that they want to conclude 
additional obligations that are, shall we say, WTO plus and then allow 
other members to join when and if they choose to do so. 
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We have done this successfully with the Information Technology 
Agreement. We have done it with the Government Procurement 
Agreement, which has recently been improved. And the subset of WTO 
members led by the United States and the European Union is trying to do 
that right now with the proposed International Services Agreement. This is 
one approach we can take. In other words, we don’t have to wait until the 
whole world agrees before we improve the trading system. We can move 
forward right now. 
 
And a key aspect of our proposal in the WTA, in the world trade agenda of 
the ICC is that the members of the WTO used this approach. This does not 
mean that we would not try where we can to move forward by consensus. 
And indeed, there’s much already on the table in DOHA that can and 
ought to be concluded in Bali that could be concluded on the fully 
consensual, fully multilateral basis. The biggest example is the trade 
facilitation agreement that can be from the beginning fully multilateral. So 
too can the agreement on export subsidies. So too can something we also 
mentioned which are the reforms and dispute settlement. Clearly, dispute 
settlement must be multilateral by its very nature. And there are other 
aspects of what we could do in terms of duty-free treatment for least 
developed countries. It would help, for example, if we Americans and 
Europeans agreed that we would give them duty-free treatment on 
something they actually sell to us. And then we might be able to move 
forward. 
 
But I guess the main point I would want to make here is that the best way 
to reinvigorate the multilateral system is by proceeding not just only 
multilaterally all the time but also plurilaterally within the WTO, which 
raises another issue. Now, if I were still in the Congress, I would certainly 
vote for whatever they’re trying to negotiate between the United States 
and Europe. We’ll see whether the negotiations move forward. 
 
But I have a question, which is what is it. What is this Trans-Atlantic 
Trade and Investment Partnership? What is it legally? To the extent that 
it’s a partnership that covers issues that do not currently fall within the 
scope of the WTO treaty, there’s no problem. We can conclude whatever 
we want. Much that’s being discussed on investment perhaps might be that 
way. But most of what’s being discussed by the Americans and the 
Europeans now much that might be on the table in terms of services, 
goods, regulatory regimes, all fall within the scope of the WTO treaty. 
 
We haven’t heard this entity called a TAFTA yet. We haven’t heard it 
called a Trans-Atlantic Free Trade Agreement, maybe for political 
reasons. Is it a free trade agreement? If it is, what about it involves 
covering substantially all the trade between the United States and Europe 
that would qualify it as an exempt agreement under Article 24 of the 
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GATT so that it wouldn’t run afoul the most favored nation obligation that 
all WTO members owe all others? And if it’s not a free trade agreement, 
what is it? And how is it consistent with obligations under the WTO that 
the United States and Europe have to say Brazil, India, China, and maybe 
120-odd other WTO members? 
 
No one in Washington is asking, much less answering that question. If we 
succeed in these negotiations as I hope we will and if my friends on the 
Hill vote in favor of it as they then I would hope would do, then someone 
at some point in the WTO is going to raise their hand and ask what is this 
and why does it discriminate against us. 
 
I raise this issue in part so that we might begin thinking about it before 
others ask the question, but also it reinforces the approach that the ICC is 
urging because the United States and all the member states of the 
European Union are all also members of the WTO. They could engage in 
this Trans-Atlantic Trade and Investment Partnership as a plurilateral 
exercise within the WTO, which would then as a matter of international 
law under the WTO treaty be fully opened to other WTO members to join 
when and if they chose to do so, so long as they were willing to accept the 
obligations of that agreement. And I might add, we could do the same 
thing with the Trans-Pacific Partnership as well and I would suggest we 
should. Thank you, Fred. 

 
Fred Bergsten: Thank you, Jim, for putting that particular piece of fat in the fire. Good for 

you. Rick. 
 
Rick Johnston: Thank you, Fred, and my appreciation to be invited to be here this 

morning, also one a complimentary on your forthcoming leadership with 
the ICC. Hopefully, it breathes a new air of energy into what I think could 
be a far more effective body. And you’re probably getting sick of seeing 
me, by the way, and I apologize for that. We keep running into one 
another. 

 
Well, I think we’re in a moment … and I do want to comment on this 
incredible report, I mean when one is a trade wonk and you read through 
the scope of this report and the coverage, I can only say only Gary 
Hufbauer and Jeff Schott can put something like this together. But also, I 
know full well their staffs, the staff people, did a heck of a lot of work on 
that. And really it’s a great summary of where we stand today. 
 
I would classify where the environment we’re in as the result of that good 
old Chinese curse, “Be careful what you wish for.” Because I think all of 
us can recall on or about four years ago, we were wondering whether 
anything was going to happen on this front. And now we’re looking at not 
only the TPP, and TTIP, and the TISA, and internally or domestically the 
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trade promotion authority, which I’ll return to in a moment, it’s just almost 
stretched … well possibly probably has stretched our bandwidth. 
 
Certainly, and if it’s happening here in our capacities, which by the way I 
want to make a pitch for funding for USTR, I think we all in this room 
know how important that agency is to our efforts in the kinds of things 
we’re talking about. And it’s unfortunately seemingly getting eroded 
away. So to the extent any of us have the opportunity to make a difference 
on that front, I would highly encourage it because it really does lead to the 
bottom line for how the United States performs internationally in a 
competitive context. 
 
But having said that, here we are in the Chinese curse era. We have to 
obviously address a lot of different opportunities. And one of them I think 
is what this report tries to address, which is the relevancy today of the 
WTO. I tend to look at it. The word “practicality” and “impractical” was 
used quite a bit in the report as to whether or not certain initiatives were 
worthwhile. 
 
I tend to see the world right now in more practical terms. Perhaps it’s 
because of my current employment at Citi where we’re obviously 
addressing crises on almost a daily basis. But when one considers where 
we are today, you have to really, number one, acknowledge that the global 
trade system through GATT and then the WTO really has accomplished 
what it set out to do consider where China might be today or Brazil or 
Russia or India without the GATT, without this multilateral trade system. 
Now that’s the good news in that the rising tide really lifted all boats, I 
think. 
 
The challenge for us today is to consider whether perhaps that paradigm, 
those rules have possibly reached their limits and that the cycle, if you 
will, of multilateralism versus now going back to what even the GATT 
recognized as maybe the necessary approach to creating the highest 
possible standards through bilateral agreements, through regional 
agreements is where we are again today. Because if you think about it 
when the GATT was constructed, it was actually adopting principles that 
the United States had embedded in a number of its bilateral agreements at 
the time, in the pre-World War II era. So maybe multilateralism in the 
consensus-based approach, it’s not its time anymore. Maybe it is time for 
these regional TPP style or the FTAs that we are now as the United States 
government really trying to establish the highest possible standards for 
trade and investment. So I make that one sort of general historical 
observation. 
 
I don’t bemoan where we are frankly with the WTO. And I do think, with 
all deference to the expertise of the authors, that we really shouldn’t tee up 
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Bali as such a make-or-break event. It’s messy right now and it’s going to 
remain messy for a while. And I think that until we continue to actually 
achieve setting certain standards in a plurilateral context if not on a 
bilateral context, we’re really not going to get the rest of the world. And 
unfortunately, the rest of the world right now does consist of primarily the 
BRICs in terms of what occupies our mindset. We’re not going to get the 
rest of the world to come along. So we do have to plow ahead I think on 
these less multilateral-oriented approaches. 
 
I’d like to make one observation about where, again from a practical point 
of view, it seems U.S. business is coming from. And I speak now because 
of my chairmanship with the Trade and Investment Committee at USCIB 
where we have a very diverse array of opinions and positions and outlooks 
on trade and investment. Today, it seems every single conversation boils 
down to value chain economics. That’s how the United States … at least 
how United States business operates, and it’s certainly how more and 
more businesses as they go international operate. 
 
Now, if you take that and then I’m going to draw from the study because 
the study said something I think that’s very compelling. FDI is the 
lynchpin of value chain economics. And if you consider that to be the 
truth, then for us, certainly at Citi and the financial services business and 
the services sector, what we’ve got to really focus a lot of our energy 
much more so than we have in the past is not on the word “trade,” but on 
the word “investment.” 
 
Investment and this is based on now empirical evidence, investment is 
what’s going to, particularly for our more mature economies, drive 
exports. So much more interest and attention to the questions of 
investment need to be addressed. And if you do that, then we really are 
talking about the behind the border paradigm. I’m not saying that market 
access is no longer important. It certainly remains important. But I think 
we can chew gum and walk at the same time. And the thing that I have 
found over the last five years working with Citi is that the investment 
topic gets lip service, but not as much attention as it really needs. And so I 
would encourage more of these negotiations particularly in the context, for 
example, of TISA. 
 
I’ll make a comment in fact right now, random comment. But I hear the 
comments and the suggestion that we’ve got to harmonize the vast number 
of bilateral investment treaties that exist today. I think Shaun Donnelly is 
in the crowd. And he and I talked and Rob Mulligan in our USCIB 
committee context about the concern we’ve got that we could 
unfortunately take what we right now have is a very forward-leaning 
bilateral investment treaty model and subject it if we try to internationalize 
this BIT regime too much to a least common denominator approach, 
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which once again when you look at the United States’ interest in these 
things, we really are trying to set the standard higher than we have been 
operating in the past. And we if we fall back on a more multilateral 
approach to these things, we just basically get pulled down. Why not 
continue to set the bar at the highest possible levels through what leverage 
we can gain in the bilateral and the regional context? 
 
So it seems to me we’re in a necessary point where as I said we have to 
emphasize this approach. We have to be very careful of the least common 
denominator danger that exists by perhaps an overly aggressive 
commitment to multilateralism as we know it today. Last but not least, sort 
of the big issues that we see, that I see that really are a part of it and I 
really get tired of the 21st century versus 20th century set of standards, but 
it is the 21st century. It will be for quite a while. 
 
First topic is regulatory coherence. Certainly from Citi’s perspective, 
we’re in dire need of this on an international scale. We’ve been pushing 
this point through the TTIP effort, the consultative process, where we’re 
seeking a framework, a process, by which the two jurisdictions, U.S. and 
EU, would go about developing regulations that implement what we now 
know to be financial reforms. We are not seeking … for the record, we are 
not seeking to rewrite legislation. What we are trying to do is make these 
efforts at reforms rational and actually to achieve their intended versus 
unintended consequences. 
 
Now, whether we succeed as a financial services industry in achieving this 
effort to create a framework and a process by which these financial 
regulatory reforms or regulations are adopted remains to be seen. The U.S. 
government seems to be cautious about it at the moment. The Europeans, 
however, are very aggressively and openly in favor of it. As a business 
sector, we’re very much in favor of it. 
 
And as you can imagine in your own context within your own businesses 
when you consider how much regulation affects your ability to do 
business in foreign countries, this is an example, an opportunity, to create 
a template that I believe and I think many people with whom I work 
believe could really help U.S. competitiveness. It could help vastly 
improve foreign direct investment and certainly reduce a lot of cost, a lot 
of redundancy, a lot of conflict if you will as our economies merge. 
 
I think the other item that I harp a lot about, and again this I think will 
resonate with many people who understand what makes U.S. business 
competitive today, is in the context of cross-border data flow. We have 
achieved I think as a business sector to raise this point to a very high level 
of priority as the U.S. negotiating objective. But without continued 
business support, without the kind of empirical analysis that the Peterson 
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Institute and other groups can provide that clearly demonstrate the benefit 
of an open system, an interoperable system to competitiveness but also to 
economic development in less developed markets. 
 
We’ve got to keep pushing this point because unfortunately as we also are 
witnessing, there’s a lot of forced localization taking place. There’s a lot 
of this sort of archaic, political attitude that if you restrain the ability of 
companies to move cross-border, that forces them to become in-country 
with capital and with know-how, et cetera, and that’s just not the case. 
What it forces actually is capital will run to other jurisdictions. So you end 
up with literally FDI arbitrage. 
 
Last points I’d like to make from where we sit, all of the agreements that 
we know are coming down the pike are obviously very important. Like I 
said, I think we can chew gum and walk at the same time. But I want to try 
to elevate in your own consciousness the real importance that both the 
TISA and the trade promotion authority legislation that are currently 
presenting themselves fairly immediately have. 
 
When you read the press, you read a lot about TPP. You read a lot about 
TTIP, of course. But you don’t really read much about TISA. But think 
about TISA because TPP is 12 countries, obviously very important. TISA 
is 57 jurisdictions. And in those jurisdictions, there are several countries 
that are not part of TPP, not going to be part of TTIP, but are very 
important jurisdictions for creating new precedents and new standards, 
such as Hong Kong as a surrogate for China. Hong Kong is in TISA; 
Turkey as a second-tier, leading, advanced, developing country; Pakistan I 
think is the fifth largest country in the world. These are countries that are 
actively engage, will be actively engaged in TISA. So, pay more attention 
to TISA, I think particularly for a country like the United States where 
more than 60 percent I think of the GDP is services. We owe it to 
ourselves to make that agreement a success. 
 
And on trade promotion authority, I think a lot of people were just sort of 
waiting to see where it was going to come out and has been observed. 
Michael Froman committed and in fact spoke on behalf of the president. 
He said: “Yes, we’re going to do it and we’re going to do it soon.” This is 
an opportunity I think also for all of us to take the kind of agenda that the 
ICC wants to have promoted, the kind of agenda that really promotes U.S. 
competitiveness and make it real and make it real for more than just this 
term of the presidency but for forthcoming terms. 
 
We really are looking at a new era of the kinds of issues that we need to 
address. I don’t disagree with “don’t get too far away from the past,” 
which I think is a little bit of a theme in the report. But the future really is 
a lot different when it comes to how the United States is going to maintain 
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competitiveness of its countries in international business. So this is the 
opportunity to grasp that. If we avoid this or if we ignore it, then we’re 
approaching these issues in a much more piecemeal basis. And it will be, I 
think, a lot less effective. Thanks. 
 

 
Fred Bergsten: Rick, thank you. Scott Miller. 
 
Scott Miller: Thank you, Fred, and I want to note that I particularly appreciate the work 

that Gary and Jeff did. As a certified trade wonk, I love to get down on the 
weeds, but it’s really nice to be able to step back and look at the big 
picture which I think is what the report helps us do and it leads into my 
first point. 

 
My first point is the world needs growth. And Gary and Jeff’s report 
showed there’s $2 trillion of GDP growth sitting there available for an 
agreement. Just personally, I’ll take it, okay? We ought to be saying, 
“Thanks, I’ll take it,” because look, we’re at a business in the United 
States when it comes to further economic stimulus I think on the fiscal 
side. I don’t think that Chairman Bernanke has got another ace up his 
sleeve on quantitative easing which will help monetary policy drive 
growth. It’s items like freeing trade and freeing international commerce 
that can help drive growth. And if we can get to that number, the U.S. 
share of that 2 trillion is meaningful and worth working for. 
 
A second point I’ll make is that it’s not an accident that the three top 
contributors to that GDP growth number in the report—trade facilitation, 
services trade, and the digital economy—are fundamental to the 
functioning and operation of global value chains. And what I’m inviting 
the group assembled here and that is all in our policy discussions to think 
about is to think about the role of global value chains. 
 
Global value chains as Richard Baldwin said from this stage not too long 
ago is principally driven by firms. And what firms look for are, first, a 
seamless connection with suppliers and customers usually based in 
information technology, communication technology advances, but that 
seamless connection is vital. Second, firms look for the ability to transfer 
and protect technical and managerial know-how. As Baldwin points out, 
the real difference in supply chains versus other forms of trade is the 
importance of know-how as the driving force. 
 
Trade facilitation, services trade and digital economy are all key to these. 
And there’s evidence abounding from both the World Economic Forum’s 
Enabling Trade Index and the very recently released report by the OECD 
that Peter Robinson mentioned. Look, hard and soft port infrastructure 
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including trade facilitation is a key thing that sets economies apart at their 
performance and supply chains. 
 
The services component to goods trade, call that the know-how 
component, is much larger than any of us really think about on a daily 
basis. The OECD claims it’s between 30 and 60 percent of the value of 
traded goods and services. So freeing up those two components is a key 
contribution to making the world work better in a way that the firms are 
trying to operate anyway. 
 
Final point I’d make is I do, as Gary and Jeff hope, I hope that the Bali 
Ministerial will lead to a down payment on trade liberalization at the 
WTO. I think in order for the WTO to actually achieve that down 
payment, the system’s got to be able to step beyond its somewhat obsolete 
assumptions about the way trade works. I say that with all respect to the 
progress that’s been made. 
 
In 1947, trade essentially existed as arm’s length transactions between 
unrelated parties. And the regulatory system established by the GATT and 
succeeding agreements was based on that basic business model. I would 
argue the business model of arm’s length transactions between unrelated 
parties has changed so dramatically that it’s almost unrecognizable. And if 
it exists, which it does to a certain extent, is a very small share of total 
world trade and not really the growth of world trade. So it’s grasping the 
notion that there’s a dimension and a nature of trade that is very different 
than the regulatory system that was established for it is the first step of 
being able to step beyond and saying, “For our own mutual interests, we 
ought to be able to step beyond this framework.” It also means, as Jim 
Bacchus pointed out, it means stepping beyond the process assumptions 
we make about how the WTO can and should function. 
 
Right at the moment, there’s a lot of talk about the spaghetti bowl. And 
spaghetti bowls are actually less of a deal. It’s more of a deal for 
academics than it is for businesspeople, as businesspeople have big data, 
academics don’t. Big data sorts through the spaghetti bowl very nicely. 
Thank you very much. And given the number of make-or-buy decisions to 
get made throughout the production process, it’s a very manageable task. 
 
Having said that, it strikes me that in the absence of agreement in Bali, 
there’s this giant self-help project that’s going on in the world, okay? And 
you can see it in lots of place. Because what the economies have figured 
out place after place is that being a better supply chain partner first doesn’t 
really require that you take actions which is discriminatory against that 
would cause a violation of any of your trade obligations. 
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As an example in 2011, Mexico chose unilaterally to accept standards and 
conformance on all goods if they met the standards and conformance 
requirements of another internationally acceptable body, all right? By 
doing that, they opened up their assembly industry for access to imports 
from various supply chains around the world. They’ve improved their 
performance. And nothing they did violated any obligation of any trade 
agreement. So on a result standpoint, people are moving ahead. 
 
You can also see it in places like Singapore. Singapore is currently ranked 
number one in the World Economic Forum’s Logistics Enabling Trade 
Index, the Logistics Performance Index. They’re the best in the world. 
Singapore also has a five-year plan for investment in hard and soft 
infrastructure that they’re happily executing. So they’re not only the best 
in the world, they’re going to be even better in five years, okay? No trade 
agreement obligated them to do that. They did that out of their own self-
interest. 
 
So not only does this self-help program that’s going on in successful 
economies all over the world not require actions which would discriminate 
against any other parties, but they come from a process of enlightened 
self-interest. It’s not the process that we’re familiar with of, as Jim 
mentioned the notion of single undertaking and other ideas that have a lot 
of prominence in certain circles. It also doesn’t require mercantilistic 
bargaining; it’s a matter of looking at what’s in your interest and doing it. 
 
So, I would encourage as ministers prepare and as we all give our advice 
to leaders in the run-up to Bali, that we invite members at the WTO to 
think about the way trade really happens today, what’s really going on, 
and what’s in there in the enlightened self-interest. Because I do hope for a 
deal, a deal may be available and it’d be nice to get one. I’ll stop there. 
Thank you. 
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Question and Answer Session 
 
Fred: Thanks to all three of you. We’ve got 15 or 20 minutes for broad 

discussion. So, I’m opening the conversation to the floor. Let me ask you 
to address a question to one of the speakers or to Gary and Jeff, as the 
authors, or to Terry McGraw as the incoming chair of the ICC if you want 
to hit him up as well. Introduce yourself, tell us where you’re coming from 
and fire away. We’ve got a standing mike in the back. We’ve got a 
traveling mike up here. So floor is open for questions and comments. 

 
Ernest Preeg: Ernie. 
 
Fred: Yeah, introduce yourself and then fire away. Mike is coming. 
 
Ernest Preeg: Ernie Preeg, Manufacturers Alliance. I’d like to bring together two major 

issues that were presented this morning and see whether they might fit 
together, related to Bali. First was the trade facilitation agreement being 
one that might have the greatest scope for trade and growth benefits. And 
the second was the advantages to pursuing within the WTO an open-ended 
plurilateral agreement by like-minded participants. 

 
 Would it make sense to bring these two together, coming up to the Bali 

meeting, as an objective, the US and others have that we would seek a 
plurilateral agreement if consensus doesn’t seem like it’s going to take 
shape. Would this bring tactical advantages for maximum participation? 
Would it bring substantive advantages in having a higher level of overall 
agreement in this very important area? Thank you. 

 
Fred: Let me invite anybody who wants to respond to that and Gary and/or Jeff 

to come up to the mike and respond as well. Jim? 
 
Jim: Let me just answer what was essentially a legal, as well as I think a 

political, question. Legally, we can take any of these approaches. We can 
do one or the other, we can decide to change our mind and do the other 
rather than the one. We can negotiate agreements outside the WTO that 
later become WTO agreements if we decide to do that. 

 
 My colleague made a very important point about the differences between 

trade and investment. In investment, there is only a limited role at this 
point under the WTO treaty for coverage of investment. We have to fulfill 
those obligations, but most of what we would conclude on investment 
would at this point be outside the scope of the treaty, all these bilateral 
investment agreements, for example, and my priority would be China 
there. 
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 But within the scope of the WTO treaty, we already have obligations to 
more than 150 countries. So, whatever we do among a few countries, we 
have to do in a way that respects our obligations to the others. And that 
was the legal point I made that no one wants to talk about in Washington, 
because we all want to be practical and move forward with what works. It 
might hit us between the eyes and dispute settlement later on if we’re not 
thinking about it. I’m sure my friends in UST are indeed thinking about it 
although they’re just not talking about it. 

 
 But, we could do that with trade facilitation if we wish. Now, trade 

facilitation by its very nature is something where the developing countries 
benefit enormously. And here, we’re not talking so much about the 
BRICKs as we are some of the less developed—developing countries. 
This is enormously in their benefit. They ought to do these things 
unilaterally, but there are some financial aspects to it. It doesn’t do you 
any good to have duty-free treatment for the treatment of your goods if 
you can’t get your goods down to the port because you don’t have any 
roads, you don’t have any port facilities. 

 
 So there are some financial aspects to this and it might, in its nature, be 

something that has to be done multilaterally on a fully global basis. The 
calculations, and Gary can speak to this, about the benefits from a trade 
facilitation agreement may be altered depending on whether you include 
infrastructure calculations into that equation. 

 
 With the other agreements, they can be concluded on the plurilateral basis. 

And indeed, the expectation is that they will be in Bali. The information 
technology agreement too that we’re talking about is a plurilateral 
agreement. It does not bind all members of the WTO yet and no one is 
expecting that this new iteration of the agreement will bind everyone. 
They are adding product coverage that didn’t exist a generation ago when 
we first concluded it. And, the hope also was that other countries will sign 
onto it, but not all have. 

 
 The government procurement agreement, we’ve just revised. It’s a 

plurilateral agreement, but there are about a hundred members of the WTO 
that haven’t signed it. In my view, of course ideally should be fully 
multilateral, but we’re a long way from that. My priority would be let’s 
get the Chinese to keep their commitment 10 years ago to sign onto the 
government procurement agreement then we can go from there and add 
other countries as well. 

 
 So, it’s a case by case basis as we always say in the WTO, but a very good 

question. 
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Fred: Gary, you want to say something? And let me just add one sort of 
extension to what Jim just said to the list that you might answer. You’ve 
treated in your study trade facilitation as kind of a unitary topic. 

 
Jim: Uh-hmm. 
 
Fred: But in fact, trade facilitation covers a number of specific subparts. 
 
Jim: Right. 
 
Fred: Some of those might be done on a global basis, but some of them might be 

prized apart I would think and done our plurilateral basis. So, when we’re 
talking about negotiating an agreement on trade facilitation, could not that 
be disaggregated into different pieces pursued in different methods 
depending on how wide the consensus to go ahead with that piece of 
package. Gary? 

 
Gary: Okay, let me try to answer Ernie’s question first and come to your 

question, Fred. I think the big decision that Froman and his colleagues 
should take is whether the attempt to link food security to trade facilitation 
is just indigestible to the United States the way it’s done, because it cuts 
too much into the—our agricultural market access and too many markets.  

 
And if it is indigestible, then I think they should do exactly what you 
suggested; announce that they’re going to go for plurilateral on trade 
facilitation so it does not get hung up on the linkages that Jeff talked about 
and which are much circulating in WTO circles. 

 
 Now, Fred, the point you make, the two big parts of the trade facilitation 

agreement are 1) aid to developing countries to upgrade both their soft and 
hard infrastructure and that’s in principle available, but all developing 
countries want to see the money. And then, all the things you do at home 
to improve your trade facilitation of which we have many, we can do—
we’re not anywhere near number one in terms of our ports. We’re down at 
about 15 or so. 

 
Male Speaker: Self-help. 
 
Gary: Self-help. A lot of self-help needs to be done. One of the big things that 

needs to be done is electronic customs, because paper customs are the 
avenue for corruption and delay. And that’s well recognized and that’s a 
self-help commitment. And then there’s the intermodal issue. It is 
conceivable you could break apart some of these components, especially 
the aid versus the self-help, but it would seem to me that you can probably 
do the trade facilitations, a plurilateral, with the agreement as it now 
stands. 
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Fred: Okay. For … 
 
Male Speaker: The microphone. 
 
Fred: Oh, I’m sorry. Bob Vastine at the mike. 
 
Robert Vastine: Thank you. Thanks very much. Bob Vastine, Center for Business and 

Public Policy at Georgetown. Rick Johnston mentioned the importance of 
investment. This can’t be overstated particularly for services, where sales 
from US foreign affiliates, if services companies may massively exceed 
our cross border trade in services.  

 
So we’ve known for some time and the BEA has several years ago, maybe 
seven or eight years ago, recognized this extremely imminent connection 
between cross-border trade in services and sales from foreign, US foreign 
investment services. And now, reports them in tandem in their quarterly 
and their [inaudible 0:09:43] business. 

 
 So, we’ve known this for a while and our response seems to have been 

discreet bits. And I’m wondering if the panelists or the authors have an 
idea about how we could indeed give more emphasis to investment, which 
tends to be in a sense here a stepchild taking second place to trade 
agreements. How we could step up or energize the effort to increase the 
disciplines, improve the disciplines in investment? 

 
Fred: All right, Jim? 
 
Jim: Just a couple of again, basically, legal points. And first of all, Bob, I want 

to thank you for all you’ve done to try to make services a global issue over 
the past number of years; we’re getting there. And I agree with all that you 
just said. 

 
 First of all, a minute ago, I minimized the extent to which the existing 

WTO rules extend to an investment. And that’s certainly true, but I think 
it’s important for us not to overlook the fact that WTO rules do extend to 
investment as they relate to Trade-Related Investment Measures 
especially.  

 
And there are claims that can be made especially involving domestic 
content requirements and are being made currently and successfully in 
WTO dispute settlement arising out of both the General Agreement on 
Tariffs to Trade and the WTO Agreement on Trade-Related Investment 
Measures. There are obligations there. 
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 Beyond that, I’m of the view that practically speaking, our best approach 
should be to move forward bilaterally in the near term to negotiate more 
bilateral investment treaties with more of our trading partners, especially 
in the developing world. As I said, China would be first on my list.  
 
We’ve spent almost the entirety of the first Obama administration 
negotiating amongst ourselves. We now have what we consider to be a 
model agreement that we think is just what he doctor ordered. All we have 
to do now is negotiate with other countries and I would suggest we get on 
to it. 

 
 Now, more broadly, you can add that at this point we have a proliferation 

of bilateral investment agreements worldwide. There are literally 
thousands of them. UNCTAD has calculated that we would need 40,000 
more bilateral investment treaties to cover all foreign direct investment.  

 
So maybe that’s not the ideal approach for the long-term, but in the near 
term, I think we certainly have our work cut out for us in negotiating with 
the Chinese and the few others with whom we very much need agreed 
investment arrangements. 

 
 And at this point, I was pleased to hear what was said about the Chinese. I 

think they realize that they need to have their investment here protected in 
the same way that we need to have our investment protected there and 
rightly so. 

 
Fred: Jeff? 
 
Jeff: Well, I would just like to underscore that a lot has been done already on 

investment, but mostly with regard to services, much more on services. 
The TRIM deals with the second tier investment problems, not the pre-
establishment issues that are central to many businesses. 

 
 We do have a Model BIT, but the Model BIT has one great advantage. It 

is comprehensive and sets the high standards, as Rick said, what we want 
to achieve. It has a number of disadvantages. While we have some 
negotiations going on, no one that I can see wants to actually negotiate 
that type of an agreement with us.  

 
The two BITs that we’ve concluded in the past 10 years I guess have been 
with Uruguay and Rwanda. And, we have, in upgrading the standards and 
level of obligations; we have made it even more difficult for countries to 
buy into what is a world-class standard for investment protection. So, 
that’s difficult.  
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And the second problem that BIT has is that it doesn’t go through fast 
track procedures. It requires two-thirds vote at the senate. And, the debate 
that took place in the Obama administration as reflective of the type of 
debate that’s going to make it very difficult to gain a consensus between 
democrats and republicans to get a two-thirds vote in the senate. 

 
 So, the practical response has been let’s work it through our trade 

agreements. And the trade agreements have become effective surrogates 
for investment treaties. That’s what we have done with Korea. And, that I 
think is going to be the avenue that is most effective in dealing with China 
and eventually with India in one form or another, either bilateral or 
regional. 

 
 So, I think while we ought to continue to pursue these bilateral—these 

BIT initiatives, I think we have to also pursue the fallback, which may 
actually be the first best approach in terms of getting results in working 
out detailed investment chapters of trade agreements, which can proceed 
more easily through our legislative ratification process. 

 
Male Speaker: Fred, one more point, on behalf of the ICC, I would point you to the 

recently revised guidelines of the ICC for international investment. We 
spent the better part of a year working with all of the more than 100 
national chapters that Peter and Terry mentioned and came up with a 
consensus of what the international business community sees as the ideal 
for protecting international investment worldwide. And, we are 
encouraging those who are negotiating these treaties to look at the 
guidelines that we have suggested. They are available on the ICC’s 
website. 

 
Male Speaker: I want to— 
 
Male Speaker: I’m sorry. 
 
Male Speaker: Sorry [inaudible 0:16:44]. 
 
Gary: Just to add one thing, it’s getting worst out there for investment. It’s an 

important issue. It drive supply chains, but it’s getting worst. If you look at 
the UNCTAD annual world investment report, 10 years ago, they basically 
characterized new investment changes as either general liberalizing or 
generally restrictive. Ten years ago, it was about 90% liberalizing 
measures taken by governments around the world. Now, it’s 60% 
liberalizing, 40% restrictive. So it’s actually—it’s tough out there and 
probably deserves the focus. 

 
Male Speaker: Well, taking that point plus what Jim said a minute ago about this 

enormous number of bilateral, it would be required to do it that way, 
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should the next big international economic initiative be the negotiation of 
a GATT for investment? The multilateral agreement, maybe new 
institutional arrangements on investment if that’s the frontrunner for 
international business, if the situation is getting worst and if the bilateral 
route is so complex, should we start gearing up through intellectual work 
and the political process? I commended the ICC as a big new vision for 
where we ought to be going in the global economic system. 

 
Jeff: I think you’ve got the right idea and definitely to talk about it and to 

grapple with the kinds of issues that are being confronted now with 
foreign direct investment is incredibly important. But as I said in my 
remarks, I am cautiously concerned about the possibility of a least 
common denominator approach particularly given the fora in which that 
kind of discussion will take place. And within the OECD or within the 
ICC, it’s not as dangerous and UNCTAD is dangerous. And there are 
plenty of other fora like that where it could get to develop some 
momentum that could take us on the wrong direction. 

 
 I think—and an answer also to Bob’s question, one other opportunity 

we’ve got is something else that I mentioned. I think we really should pay 
a lot more attention in the TPA to how to articulate US government 
negotiating objectives for investment. 

 
Jim: If I might add, we’ve been down this road before with the Multilateral 

Agreement on Investment that was proposed in the 1990s and you’ll 
notice we don’t have such an agreement. A mistake was made then that I 
would suggest should not be made again if and when we decided to try to 
do something of a comprehensive nature on investment. 

 
 The great idea then—and I was sitting on the [inaudible 0:19:30] body of 

the WTO at that time so I kept my mouth shut and didn’t offer my view—
but the great idea then was, “Let’s incubate this within the OECD. Decide 
what all of us developed countries want and then we’ll take it to the rest of 
the world once we have a consensus amongst ourselves.” That didn’t 
work. 

 
 It didn’t work for essentially two reasons. First, the developing countries 

for some reason got the idea that they’d been left out of this process. So 
they were a bit suspect. I wonder why. And second, the very 
nontransparent aspect of how they went about doing it at the time within 
the OECD led all the more outlandish NGOs in the world to exaggerate 
what this might be about and to distort what was in fact being considered 
within the OECD, so it never had a chance. 

 
 Now, everyone is quite rightly a bit politically gun-shy about proceeding 

on such a front. But as we’ve all been discussing, this is a hugely 
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important issue. I would suggest that politically, we’re not yet at the point 
where we can even contemplate doing something comprehensive. I would 
suggest that maybe we get a down payment in Bali on Doha first and go 
on from there on trade.  

 
But in the business community, we are very concerned about this. We 
think that trade is increasingly dwarfed in many respects by investment. 
The two are the flipsides of one and the other; you can’t solve trade issues 
without solving investment issues. Everything is about the supply chain. 
This has to be addressed. 

 
 So it’s incumbent upon the business community to raise these concerns. 

And this is exactly what the ICC has been doing through the guidelines 
that we’ve set out about what we ideally would like to see in terms of 
international investment rules. And in the world trade agenda itself, where 
we have suggested to the G20 and others that they need to figure out 
politically how best to move forward. 

 
Fred: Jim, I think you’re quite right to raise the OECD effort, but my 

recollection is it was even worse than you say, because— 
 
Jim: I’m a nice guy. 
 
Fred: Well, in addition to the two big problems you mentioned, there surfaced 

some fundamental disagreements among the OECD countries. France, but 
others in Europe clearly wanted to hang onto the user performance 
requirements and had certain [inaudible 00:22:19] models in mind that 
didn’t comport with the rest of the world. So, even the OECD itself could 
not come to agreement. 

 
 At that point, many of us—I had a spouse GATT for investment going 

back to the early ’70s. Many of us who had done that sort of threw up our 
hands, said, “Okay, better to leave things alone. Negotiations are likely to 
make the situation worst and the situation on the ground is not so bad so 
let’s just let it fly.”  

 
Question today raised by this discussion, has that bottom-line conclusion 
changed? (A) because of the nature of the trade investment beast with the 
investment dimension so much important and (B) given the proliferation 
of bilateral efforts, does there need to be some effort to rationalize all this 
in order to achieve both international consistency and some kind of 
common standards that we would all pursue? 

 
 I mean, those are a big set of questions. We’re not going to resolve them 

today. But I think surfacing this is maybe quite valuable. Kim, you’ve 
been very patient and this will have to be the last question. 
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Kimberly Elliott: Thanks Fred. Kim Elliott with the Center for Global Development and I 

want to applaud you and Jeff for the volume, it’s really very useful, it’s a 
great resource. And I basically agree with their bottom-line that I think 
Bali is a really critical moment for the WTO and so I’d like to see it at 
least a decent package come out of that. 

 
 And I just wanted to raise three of the issues that have come up that are 

not so economically big, but are politically I think crucial to getting some 
kind of an agreement. And just any reactions from the panel or Jeff and 
Gary. One is the duty-free, quota-free market access, where it’s mainly a 
US problem. The EU has reformed its rules of origin, so they’re actually 
much better now. 

 
 And for the US, one of the—of course, it’s textiles, but it’s also the 

African concerned about preference erosion. And so I’ve looked at some 
of the numbers and there are about two dozen 10 digit [inaudible 
00:24:22] where you could cover the majority—you could exempt them 
from duty-free, quota-free and protect the Africans and also by the way, 
protect a lot of the Inter-American Trade that the textile industry is 
concerned about. That’s way under 3%. So I think there’s a potential 
compromise there. 

 
 Nobody has linked yet on the export subsidies, which I agree should be—

would be useful to be part of the package. European Union is basically not 
using them anymore, but wants to get something for it. Well, if the 
congress could move on the president’s food aid reform proposal, there’d 
be a bargain there within the export subsidy package that again might lead 
to some agreement being possible. 

 
 And then the third element is this food security bit. And yeah, I think 

it’s—India wants to do this big Food Aid thing of its own ahead of the 
election involving buying a bunch of food and then delivering it at 
subsidized prices to their people. It’s going to be hugely inefficient, costly, 
prone to corruption, they could do it much more efficiently and better by 
using cash vouchers or money cards or phone transfers.  

 
The technology is there. They’re doing this biometric ID program that 
would allow you to keep down the corruption and make it much more 
efficient and less costly. And I don’t know, maybe US AID could offer to 
help the Indians implement something that would be in every one’s 
interest and allow us to take this food security G33 proposal off the table. 
Thanks. 

 
Fred: Okay. I know Kim has done good work on this. She’s probably stored it. If 

you want to pursue those ideas, you could see it on the CGD website. 
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Anybody who want to react to any of that and/or make any other final 
remarks before we break for lunch and get ready to hear Bob Zoellick? 

 
Male Speaker: Just two quick one on the thing on good quota-free, I do think there’s a 

solution there that’s available. Duty-free, quota-free was in some way 
sprung on the United States as a way to blame the failure of the Hong 
Kong Ministerial on the United States so we have plenty of time to work it 
out. It seems to me there’s a solution there. 

 
 On Food Aid, Kim, I agree with you totally and somehow the 

democratically controlled United States Senate managed to ignore the 
President of the United States entirely on this issue, just passed the 
Foreign Bill that had no reform at least appeared to totally ignore what the 
President did. So I can’t hold much hope there and they passed it with 
overwhelming majority. 

 
Male Speaker: Just one comment, I agree with the point that Kim made about textiles. 

This is a political as opposed to a legal point. I followed political speeches 
especially in the house for a long time on textile and other issues and there 
are ritual pronouncements about how much we want to do for Africa. It 
sometimes seems to me, we will do everything we can for the Africans 
except trade with them. 

 
Male Speaker: Yeah. 
 
Fred: Anybody else including Gary or Jeff? Okay, if not, let me thank very 

much Jim, Rick and Scott for the panel, Gary and Jeff for the study, Terry 
and his colleagues from the ICC again for helping sponsor and trigger this 
whole process.  

 
We will now recess for lunch. You go to the back. The buffet line is ready. 
Do it quickly and efficiently. Come back to your table promptly. Bob 
Zoellick will be with us in 15 or 20 minutes and give us a keynote wind up 
speech over lunch. Panel adjourned. Thanks to you all. 
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Keynote Speech: 
Robert B. Zoellick, Distinguished Visiting Fellow, Peterson Institute for International 

Economics 
 
Fred Bergsten: We are here talking about how to bring at least partial conclusion to the 

Doha Round. Well, the person who launched the Doha Round is Bob 
Zoellick, who is with us today to give our luncheon speech. We’ve been 
talking about the need for the US to get trade promotion authority from the 
congress. Well, the last person that got trade promotion authorities in the 
congress was Bob Zoellick.  
 
I think it’s literally true that no one could be a better wrap up speaker for 
our event today and to try to bring all of this together and link as he does 
so skillfully to the global economic and political security circumstance 
than Bob Zoellick.  

 
 You all know about his distinguished career dating back to at least the 

1980s, where he played a critical role in the US government, at treasury, at 
state with respect to German reunification, a whole array of issues, his 
subsequent work as USTR in the early part of the last decade, his 
subsequent service as deputy secretary of state and then his very 
distinguished five years as president of the World Bank.  

 
A year ago, when he left the bank, he accepted my invitation to become 
the first distinguished visiting fellow at the Peterson Institute. We’re 
delighted he’s been here with us ever since.  
 
He also has an arrangement with the Belfer Center for Science and 
International Affairs at Harvard and so he has worn those two hats for this 
last year as he has continued to make enormous contributions to our 
thinking on a whole wide range of policy issues.  

 
Bob, I think it’s fair to say is uniquely qualified and by experience to 
speak about our issues today. It’s a great pleasure to welcome you, Bob, to 
the podium again and we look forward to hearing your remarks on how we 
can carry the trading system forward. Thanks for joining us. 

 
Robert Zoellick: Well, thank you very much Fred. That’s a very generous introduction. And 

it’s wonderful to be back with so many friends. I really wanted to attend 
this event. I apologize for not being here this morning. I just came back 
from a long trip to Europe and Singapore and just flew in yesterday and 
then I had a board meeting this morning, but this is a fantastic group and 
put together we’ve got Carla Hills and many others that have spent so 
many years on this. So I really feel it’s an old home group.  
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I want to thank Terry McGraw and ICC for their strong leadership on 
these global trade issues through thick and thin. And Terry was always a 
very stalwart supporter of everything that I did on trade. Also, Peter 
Robinson and the US Council of International Business, again, was always 
one of the backbones of the US on these issues. And of course, the 
Peterson Institute and particularly Gary and Jeff, who I think bring a very 
special education of both scholarship and practical ideas on trade policy.  
 
And my close friend and in some ways policy mentor, Fred Bergsten, who 
was wonderful to be able to be introduce this conference. One of the 
things I’ve noticed in the international economic areas that sometimes 
people in the monetary and the fiscal topics don’t interact as much with 
the trade and the real economy and Fred has always been able to bridge 
those worlds very effectively and see the larger political economy 
strategy.  
 
I think also one of the reasons I’ve enjoyed being at the Peterson Institute 
is that you find places that will now and then have policy proposal, some 
that do scholarship. Very rare it is to find one that really combine the two 
in a very effective way.  
 
Now I know you’ve had an opportunity to hear Gary and Jeff present their 
very important report, which I’ve saw and graphed and had a chance to 
again read on the plane back. And I think it offers some very practical 
steps about in the WTO context. And I know with Jim [Inaudible 
00:04:21.9] and others you’ve had a very good panel of experienced hands 
to try to discuss these findings.  
 
So I thought, when I asked myself where I could contribute to the day, I 
thought I’d step back a bit and present the political economy case on why 
this agenda matters now. Indeed I’ll argue that this is the exact time that 
governments, business and others should be seeking to advance global 
trade liberalization.  

 
 And to make this case, I want to share with you three slightly different 

vantage points. First, the importance of global trade liberalization to a 
successful transition to the global recovery, which you can see in the daily 
newspapers it’s still something very much on the agenda. Second, the 
importance of this particular set of topics presented today to the global 
trading system and third, why it’s important for the United States.  

 
So let me start with trade and the transition to the global economic 
recovery. We’re really coping with two different but interconnected 
developments. First, the international economy is in the midst of a major 
global structural shift while the world is in a process of a stumbling 
recovery from the great recession.  
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 Let me just consider a few elements of this structural shifts to start. Over 

the past five years, two thirds or more, depending on how you account for 
it, of global growth came from developing countries. And as recently as 
the ‘90s, that figure was below a quarter. For the first time last year, global 
output is now evenly split between developed and developing economies.  

 
Over the past decade, so just over the past 10 years, exports from 
developed to developing economies increased from 25% to 45% of the 
total developed country exports, in case to the US it’s actually up to 50%. 
There’s now a new rising middle class in developing economies. They are 
the home now to about two billion people that are in between $3,000 and 
$20,000 a year and that represents $12 trillion of purchasing power.  

 
 The McKinsey Global Institute estimates that 440 emerging market cities 

will account for almost half the expected GDP growth between the years 
2010 and 2025. Now these structural shifts are going to pose challenges 
and are posing challenges to the international system created after World 
War II and modified various fashions over the past 65 years. In effect, this 
was a trilateral system created by the United States, but before long 
supported by the European Union in Japan.  

 
But, as is clear, the advanced economies are now under stress, they’re 
facing tougher competition and they want the developing economies to 
assume more other responsibilities. Just in a very personal sense, I became 
the USTR in early 2001, was deputy secretary of state in 2005, worked at 
Goldman globally in 2005 and 2006 and then came and ran the World 
Bank for five years.  

 
 Eleven years is a blink of an eye in historical terms, if you go back and 

read history over the course of the post-World War II period. But in that 
span, because of those different posts, I could see incredible stresses on 
the international system for trade, investment, development, commodities 
including agriculture, currencies and exchange rates, IPR and the 
environment. And these shifts in power and reach and interest will 
inevitably affect the global security system too.  

 
And you can see the new patterns. For example, in south-south trade, in 
investment, in logistics and supply change, remittances, tourism, different 
development strategies. And the good news is that since south-south 
barriers are generally higher than the north-south barriers, there are 
significant potential gains if those barriers can be overcome.  

 
 There’s also very interesting possibilities for new south-north patterns, 

particularly in the area of investment. Now these changes have led the 
calls, especially from the developed economies, for the developing 
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economies to share more systemic responsibility. What I proposed with 
China in 2005, the responsible stakeholder, including obviously in the 
trade area.  

 
But, from the perspective of the middle income countries, they’ll respond, 
“look, we’re still home to 75% to 80% of the people living under $2 a day, 
so we can’t take those full set of responsibilities.” Now a large number of 
the middle income countries are also very concerned about the risk of the 
so-called middle income track.  

 
 Now there’s a debate here at the Peterson Institute whether this exists and 

to what degree, but what I have just seen historically so is that you’ve had 
a pattern where there’s a tendency as countries grow and reach certain 
levels that the productivity and the growth rate starts to slow. And 
numerically, one of the projects the World Bank did was to look at the 101 
economies that the bank had classified as middle income in 1960 and by 
2008, so almost 50 years later, only 13 of that 101 had made it to high 
income status, and one was Greece, so you figure out the exact number.  

 
 Now, what I think is interesting is that an expanded trade agenda could be 

very much at the heart of a strategy for middle income countries to keep 
up the productivity and growth that they enjoyed earlier. Now, the other 
part however is even in the midst of this big structural shift we’re 
struggling to recover from the great recession. Now understandably, the 
crisis has focused attention on fiscal and monetary policies. There has 
been a lot of good work done here at the Peterson Institute and Adam has 
been the leader of much of that over time.  

 
At the same time however, I think we have to keep our eye on the 
structural and micro economic forms that are the basis for productivity, 
competitiveness, innovation and growth. And I think at heart, when I try to 
parse through the different analytical and academic studies, is I think these 
reforms are going to be fundamental for stimulating the animal spirits, the 
hard to capture psychology of private sector recovery and growth.  

 
 And I believe you can see this in the difference of the recoveries in the 

United States, Europe and Japan and part based on this psychological 
dimension, you can start to see the patter of recovery in the United States. 
In Europe, outside Germany, you really just don’t have a feeling for the 
animal spirits in the private sector, other than Germany’s export sector. 
And in Japan, the big issue is whether these three arrows of the policy can 
re-stimulate that.  

 
Obviously, today’s hot topic is tapering, the timing and means of 
adjustment of the fed’s monetary policies. Now these extraordinary 
policies, and there’s a debate about whether they’re justified and for how 
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long, but it’s obvious they’ve created some pretty big uncertainties in asset 
valuations. For example, the liquidity flow to equities and bonds and junk 
bonds, some commodities, real estate, farmland, other assets.  

 
 So I was just in Singapore a couple of days ago and this is a big topic there 

is the prospect for some of these flows are withdrawn. You can’t help but 
feel that in many of these cases you’ve got momentum investments. So 
what you now have are markets asking, as the QE policies are withdrawn, 
will those values of those assets hold? Now I personally suspect that the 
fed policies are going to operate more like a dimmer switch than an on-off 
switch, but the market says, as audience knows, often moves in 
discontinuous steps in step functions. It’s not sort of a smooth line and I 
think that’s what we’ve absorbed in recent days as markets are trying to 
assess this.  

 
So to simplify that part of transition, I think the fundamental financial 
issue is whether the growth in the real economy will step up as the 
monetary policy is phased out. Will the asset values reflect real growth 
where so far they’ve reflected some unusual monetary policies? And I 
think trade can be a key component in boosting entrepreneurship, 
opportunity and psychology.  

 
 This is certainly true for the United States, but I think it could also be true 

for Europe and other regions of the world. And certainly if you think about 
the real question for Japan going forward, there’s the issue about whether 
this third arrow will sustain the fiscal and monetary efforts to boost 
confidence. And that brings you right back to structural and micro-
economic in trade reforms.  

 
It’s true for China, which is going to need structural reforms to support a 
different growth model. And as I mentioned, you’ve got a concern in other 
emerging markets now about withdrawal of liquidity and I think this will 
create another opportunity for a look at more disaggregated picture of each 
of those markets about whether they are working on their structural 
reforms in terms of creating competition, efficiency and things like the 
service sector, trade facilitation, the logistics and supply chains, a lot of 
the things that you had discussed in the paper. The IT sector, which 
showed so effectiveness in terms of the taking advantage of the efforts that 
Charlene Barshefsky did in the late ‘90s.  

 
So rather than viewing trade as a technical specialty, as it often gets 
handled, people get lost in the individual details. In the province of lawyer 
and technocrat and negotiators, I think we need to recognize trade’s role at 
the heart of a sustained growth recovery. We also need to recognize how 
trade can assist. And what I think will be the key issue for the decades 
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ahead, which is the resynchronization of the developed and developing 
economies given that larger structural shift that I mentioned at first.  
 
Now the second perspective that I wanted to share is so what’s the 
importance of the agenda of this ICC paper to the WTO? Again, if I step 
back for a minute, when I was at the World Bank Group, I used to 
describe the World Bank and IMF and WTO as a very thin multilateral 
tissue that interconnected sovereign economic states in what is an 
interdependent world economy. We clearly have sovereign states, but 
there’s an interdependence in these institutions for some 65 years of 
struggle to provide the connection.  
 
The multilateral institutions can help identify issues. Sometimes they can 
point towards mutual interests. They can suggest solutions, they can 
facilitate negotiations. They can use their expertise and in the case of 
some, some resources to help solve or at least manage problems.  

 
 But I also pointed to the continuing need to modernize multilateralism, 

because public institutions are just slower and they tend to change in a 
different pattern than private sector ones that are driven by the bottom line 
of the market. So you have to push them.  

 
Now decision making at the WTO, more than the World Bank or the IMF 
is really driven by the members. It’s this discussion I used to have with 
Pascal Lamy frequently, the different situations that he had as Director 
Jones at WTO and I had as head of the World Bank. It’s harder for the 
WTO staff to direct the result. Now, the benefit of this is that the WTO is 
very close to its member interests. The risk is that the [Inaudible 0:16:25] 
paralysis, because with an increasing number of members and the lack of a 
combined leadership by the larger advanced and emerging market 
countries.  

 
 Now, the fact is the institutions of political economy including the WTO 

face competition, whether it’s private, public or other natures. It’s not 
enough to just exist and to meet and debate these issues. You have to 
achieve results to achieve legitimacy as well as having discussions about 
membership and process.  

 
Now, the WTO dispute element system remains very important, but the 
WTO’s liberalization and market open agenda has gotten stuck and it’s 
gotten stale. So I think today’s report in a very practical way points to 
specific opportunities to revitalize, to get some results and rebuild 
confidence in the WTO as a multilateral trade institution in the global 
economy.  
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Now at the edge of the report you’ll also see some other points that I want 
to draw out and that is the WTO also faces a larger policy issue that flows 
form that global structural shift that I described at the start. The MFN 
principle has been enormously valuable in the world economy and I think 
it offers and should offers a critical base line for global liberalization. Yet, 
as the WTO has added more countries and expanded the reach of 
liberalization to more and more sectors, different complexities, I think the 
WTO will need to reassess how it can make progress.  
 
In particular, I believe it will need to embrace plurilateralism that is open 
to all, but conditioning rights on taking some obligations. As a practical 
manner, advanced economies facing competition from emerging markets 
and with barriers that are historically relatively lower than most of the 
emerging markets because of past commitments in negotiations under the 
GATT, they’re not going to be in a position to liberalize more deeply 
unless the emerging markets join in.  

 
 Now commitments need not be totally the same, but there will have to be 

some degree of reciprocity if that mechanism is going to be used. Now 
plurilaterals had been used at points in the GATT history prior to the 
present time. And I think that this will be important, because you can see 
for example in the service sector for someone unique reasons under the 
GATT you can already proceed this way.  

 
But I think this issue of conditioning right of the need to assume some 
obligations will have to be faced more broadly. The issue of free writers in 
the current system requires people to move out of some of the traditional 
ways they thought about these issues.  
 
Now it’s very clear to me that some of the middle income countries will 
protest and some purists will say, “No, no, no, we can never change the 
system. It had all of these beautiful features.” But I’m a practical person 
and here’s what I see. If the WTO doesn’t take on this issue, if it stays 
stuck, the result will be that liberalization will move to bilateral and 
regional agreements with their strengths and weaknesses. And I believe 
that would be a big mistake, because the WTO should offer an opportunity 
for all, not just partners that you pick, to take part in sectorial or advanced 
liberalization if they’re willing to join into some degree.  
 
And this is not just an advanced or developing economy issue. Obviously, 
when we started the Doha Round, the middle income countries wanted to 
be treated the same as the subs there in Africa. Over the course of the past 
10 years you’ve seen how that world has changed and you have different 
groupings. For example, the specific in Latin America that is taking a 
different approach to some of these issues. So the debate need to be 
joined. And I’m not trying to suggest there’s one particular answer to this, 
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but if people say, no, we can’t take on this issue, then I really think they’re 
saying that the WTO will just be relegated to the past in trade 
liberalization negotiations and the action will move elsewhere, so hence 
it’s the competition in the world of political economy.  

 
 And I think this is going to be a very key challenge for the new WTO 

director general. And if the WTO gets stuck in the rut of the old developed 
and developing countries logic of concessions and if the WTO gets mired 
in the tactical maneuvering that frankly sometimes enthralls the experts in 
Geneva, then the WTO will not modernize multilateralism. The WTO will 
hold on to the old status quo, while I can assure you the world economy in 
different ways will move around it and over it.  
 
So the third perspective, why does this trade agenda—why is it important 
for the United States? Well for all the talk of economic shifts, keep in 
mind, the US economy still represents about 22% or 23% of the world’s 
GDP. It is the leader in the world economy and it has global interests.  

 
 Fred and I have been doing this for years; have promoted the strategy of 

competitive liberalization, so you need to push globally, regionally as well 
as bilaterally. I think that strategy creates leverage. It helps you deal with 
economies that won’t move. Frankly, in some of these newer areas, it 
permits first movers to learn lessons from liberalization, whether it be in 
sectors or the environmental labor issues, other topics and share these 
experiences.  

 
Critically and again, I come back just to the practical experience of 
politics, it produces results. It’s hard to beat something with nothing. You 
got to have something out there that achieves something, closes 
something, brings people together, whether it’s the business community, 
whether it’s different groups in congress and others. So it creates political 
momentum.  
 
And I make the empirical case. The periods when the US was advancing 
global liberalization were the same times the US was in the forefront of 
regionalism as well as the global accord. And Carlos is a good 
representative of that with both the Uruguay Round of NAFTA and in my 
time we launched Doha and had the 2004 framework the same time they 
were putting those FTA’s through. So it did not conflict and frankly the 
partnerships we developed with the FTAs were allies in global 
negotiations.  
 
So, I believe that the US needs an active WTO liberalization agenda to 
combine with the TPP and the TTIP. My worry actually is that in addition 
to some of the real difficulties about the TTIP and the TPP is that the 
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United States hasn’t signaled enough that it wants to move on multiple, 
including global, fronts.  

 
 The United States’ signal to China and other middle income countries 

shouldn’t be to exclude them. This concept that—I’ve been in East Asia 
twice in the past two weeks—about containment is foolhardy, it won’t 
work. All the countries are integrated. You want to be able to show the 
Chinese they can be part of this and frankly, we should have a bilateral 
liberalization agenda that matches the middle income countries’ structure 
reforms, but we should also combine this with global opportunities.  
 
The example of service sector liberalization is an excellent one. The work 
at the World Bank will show you that one of the problems Japan has for 
the past 30 years it never really opened up its services sector. We had 
these discussions in the SII, the Structure Impediments Initiative in Japan 
treated them just as a traditional trade negotiation. They didn’t use this 
momentum for liberalization.   
 
If you look at the World Bank’s report done with the DRC in China, the 
China 2030 report, the services sector, logistics, health, education, 
financial sector, telecommunications, these are all going to be very 
important for creating additional productivity, additional competition, 
additional jobs and there are lots of win-win opportunities here. So 
frankly, I think the United States and China should be together in the 
forefront of pushing the service sector agreement and what better way to 
create the political momentum to get something done.  

 
 Similarly, if you look at the ITA2 or what’s described here as the 

Information Digital Economy Agreement, look at all of the beneficiaries 
of that agreement, which people couldn’t even foresee in terms of logistics 
and supply chains. Again, the United States and China should be pushing 
this. We should be in the forefront of doing this together. And if China 
holds back for whatever reasons, well then the US, as the leading global 
economy, will be positioned as the leading proponent of globalization.  
 
I was reading—I’m going to be going to Berlin soon for the 50th 
anniversary of JFK’s Ich bin ein Berliner speech, so I was looking at the 
negotiations going up to the period of the Berlin wall. And Kissinger made 
a very important point about negotiations. He was advising John F 
Kennedy, as well as everybody else, over the last 100 years. He says that, 
he’s trying to say how negotiations are not only important in a technical 
sense, how they position you.  
 
When we did this with German unification, the same thing, how you 
position yourself. The United States should be positioned in global trade 
liberalization in a way that offers opportunities for all that frankly you can 
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sell at home. I frankly think that if we explain this to the Chinese that have 
a strong interest in the international trading system, you can make some 
progress. And Fred was telling me even while I was travelling that there 
are some signs coming from China about some interest in this, including 
in the services sector. And frankly, these issues are going to be easier than 
some ones, like maritime security.  
 
So I’ll conclude by observing that I think the Obama administration also 
has a political opportunity on trade. A couple of weeks ago I was asked to 
talk to the republicans on the ways and means committee at their regular 
lunch and they were all busy with the IRS, I think was the current issue of 
the day, but as I talked about the trade liberalization agenda, you could 
just tell people from small business, other backgrounds, they got 
energized. They weren’t focused yet, because frankly the administration 
hasn’t focused their attention.  

 
 I mean Dave Camp, Max [Inaudible 00:26:39.1] have also talked to they 

want to move TPA. Well, Carl and I would’ve liked an environment where 
the chairman of the key ways and means and finance committees came up 
and said to the administration, “Please, we want to move forward, trade 
promotion authority.” This is an opportunity to flush out some of the 
issues, build support, get the business community to recognize that this 
isn’t just talk, that there’s some reality behind, so in an environment where 
it’s a little hard to get republicans and democrats to work together, this is a 
chance to create some momentum.  

 
If immigration gets done, and I hope it will, another big structural change, 
this could be a nice sort of follow up effort and I think it’s wonderful the 
president’s appointed or nominated Mike Froman. He certainly knows the 
issues. He’s close to the president. He’s certainly a smart guy. The 
challenge frankly for him, and this is what we’re going to have to see, is 
whether he and the college administration have the political will to decide 
and to close.  
 
I’ve been through a lot of these. There’s a lot of talk out there. A lot about 
you can have this concept, that concept. I like concepts and strategies too, 
but in this area, you eventually have to close. And within the government, 
much less within the larger country and working with the congress, 
believe you me, there’s always somebody who wants something else or 
feels you couldn’t do this. So that interest that Mike will have to drive 
about having the willpower to close will be critical.  

 
 I also think that an act of WTO agenda will maximize an opportunity for 

starting to create some results giving political economy leverage and I 
know that there’s different views about where the parties are positioned 
going into Bali, but if you could just start to get a couple of things done, 
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success breeds success. You can start to show that things happen. That it’s 
not just talk.  

 
And frankly, if US positions itself this way, maybe you could break 
through some of the traditional Geneva maneuvering of linking one issue 
and others, so you could show that there’s a common interest in trying to 
get some results.  
 
So I think that this ICC report and the work that Gary and Jeff have been 
doing in the other studies that I’ve seen and have been sharing with others 
is wonderful, because it provides pathway. It gives you a sense of some 
practical things that can be done, it gives you the economic basis, some 
raise other topics that need to be on the agenda, but it gives us a wonderful 
opportunity for the United States to take the role as a global economic 
leader.  
 
And then this, going back to my earlier points, will be the foundation for a 
broader, political and security order that can be based on this economic 
integration. Thank you. 

 
Fred Bergsten: Bob, thank you very much. As always you’ve painted a broad and 

persuasive tableau within which all of these specific issues get pursued. So 
let’s pursue them with you. The floor is open for comments and questions 
to Bob. Terry McGraw. 

 
Robert Zoellick: That’s good, so our first question will be on monetary policy. 
 
Terry McGraw: Bob, could you talk a little bit about the current situation and your whole 

notion of political will. Mike’s a terrific choice at this point. He certainly 
understands it enough. He’s aggressive enough in that he doesn’t want to 
be in a situation where nothing gets done. He’s got an agenda now that is 
pretty big and pretty complex, but again, we still have to deal with 
congress. Can you talk a little bit more about the political will between the 
administration in congress to actually do this? 

 
Robert Zoellick: Yeah. Well, I guess I’ll expand on some of the remarks I made at the 

close. Well sometimes people like big bang concepts; that it all gets done 
at once. My experience is that you try to get some wins, you kind of start 
to build momentum; you show that it’s real, but you need to combine it 
with, particularly in representing the United States, a broader strategy 
where you’re trying to go. You need to try to explain the types of 
interconnections that I was describing today.  

 
So I hope that Mike or his counterparts, as they pursue the elements the 
president has set out, include a global agenda as well as the TTIP and the 
TPP and frankly look for bilateral steps that they can use. As I’ve said, the 
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strategic economic dialogue with China could have some opportunities 
here. But then they explain what they’re doing and explain to the world 
and frankly, this will require a little diplomacy, you could start to make 
some early moves that show that it’s real.  
 
So again, to give you sort of a historical comparison, after the breakdown 
in Cancun, those of you that are the scholars of this will recall that—I kind 
of use the story of the FT, a letter to all of the WTO people and a trip 
around the world, as sort of a symbolic way of trying to reframe the issue. 
So it’s a combination of substance and positioning, which you have to be 
in international politics. So the challenge is not just to get lost in the 
negotiating details, you have to know that, but you have to frame this.  

 
And then what I would look for ways on the agenda where I could show 
that we’re getting something done. Now one possibility is the trade 
promotion authority. That would show a great sense of momentum. Now 
it’ll be messy and everybody will want to throw everything into it and so 
on and so forth. But that’s in some ways a signaling system and if you get 
it done, it show—and I believe you can get it done. You’ve got more 
interest on this than a bipartisan fashion than the other items—that would 
show momentum.  
 
The points in this paper about the Bali meeting. People are skeptical but if 
the United States set out this strategy and then you started to get a couple 
of these things done in Bali, that would show that things can be done.  

 
 What I’ve encountered is the world has lots of critics and analysts and 

naysayers and so and so forth, and that’s the way in which we have a live 
debate and they’re always going to be out there and most vocal and those 
who are a little bit wary of following, those that are a little cautious, those 
who don’t quite have the same political will, they’re going to step back 
until they see something happening, but I think if you start to move some 
of these issues globally, you can start to get some other allies.  

 
And then part of it really does—this is why trade representative is a fun 
job—is that you could combine this with some diplomacy. I’ve hinted in a 
couple of these is that I think—I don’t want to overstate this—but I think 
there could be some opportunities for the United States and China to push 
some things together and just think of the effect that it would have on the 
others if the United States and China start to line up on some of these 
things. Okay. 
 
But there’s other opportunities. With the Japanese agenda, where they’re 
going to need the third arrow, there are some opportunities to push this. 
The challenge is to combine a description of what you’re doing and I gave 
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you my view of how I linked it into structural shifts as well as recovery, 
particular items and then deliver some stuff. 

 
Fred Bergsten: Bob, let me ask you to play that through in even a little more detail in the 

context that you mentioned of competitive liberalization strategy. The US 
does have this ambitious set of mega-regional deals, the TTIP plus the 
TPA, and I know you and I both believe that that’s probably a good step to 
get people interested again in the WTO agenda, particularly those that are 
left out of the two big mega-regionals, notably the Bricks.  

 
So elaborate a little more. If you were pulling the strings today, how 
would you orchestrate between those two big mega-regionals, maybe the 
current WTO agenda, the ITA2, the services agreement, with an effort to, 
again, multi-lateralize the system, try to bring the Bricks in to a new, 
maybe more ambitious revival of Doha or perhaps something broader that 
brings in the trade issues that have come on to the agenda since you set it 
up 12 years ago. 

 
Robert Zoellick: I work globally, regionally and bilaterally. So just to start with the 

bilateral, you want to try to show with some of the other key players, and 
China is being one, where there are areas of mutual interests. And I’ve 
talked about the service sector and the structural reforms, but actually it 
goes beyond that.  

 
There’s the discussion today about investment and cross investment, the 
Chinese are changing their safety net system. This offers opportunity 
needs in terms of health and social services. There are a number of ways 
where a creative mind, looking at what the Chinese probably described at 
least to some degree to President Obama’s agenda, could say coming out 
of an SCD in some format as opposed to just having our talking points and 
their talking points, looking to see how you can kind of advance those.  
 
But I would look to do that more broadly. I think even in the context of 
our current FTA arrangements in Latin America. Now I’ve made the 
argument, particularly with this new pacific group, which is a very 
interesting development, is our ways that we could start to discuss with 
them that either using the existing frameworks or adding on to it in 
different degrees, maybe it’s the business community, maybe it’s the 
educational stuff, maybe it’s trade facilitation work, maybe it’s working 
with the Inter-American Development Bank that you show there’s a 
benefit.  
 
And then over time, you could actually sort of you’re setting up something 
in Latin America, where you already have half of the non-US GDP 
represented with those free trade agreements, where you are kind of create 
an option for maybe another generation in Brazil. It won’t be this 



51 

generation of leaders, but some of the governors that coming up may take 
a different approach.  
 
Then I’d go through the world  where I try to see how I could do some of 
those bilaterals connected with the regionals. Then at the global level—I 
mean if it were up to me, I would actually—I got this a couple of years 
ago. I would give one last try for Doha because I honestly think that the 
US has done some things in terms of potentially cutting agricultural 
subsidies, ethanol, we saw that some of the anti-dumping things to zeroing 
we could’ve given, we’re going to make some of these other changes 
perhaps through the immigration, build and create some opportunities for 
mode four in services.  
 
I’d put together a little package and then I’d go quietly to a couple of key 
players, China being one, and saying, “Look, I’m going to go out and push 
this. I need you to put something on the table too.” And I’d go to a few 
others in advance and you get some momentum. That’s probably a long 
shot, not what this administration will do. But absent that, what about 
some of these items that have been laid out in this report, which other ones 
where you feel you could sort of get some points on the board.  
 
Now coming back to the TTIP and the TPP. My worry in this area is it’s 
okay to stretch, but the United States, when it puts its credibility on the 
line, really has to mean it. I’m a little worried about that, because I 
watched the history of the TPP negotiations and yes, there’s a lot of 
chapters drafted, but they really haven’t begun to come to terms with the 
core issues and decisions. And this is where you’re going to need some 
creative minds, where the perfect can’t be the enemy of the good and 
you’re going to have a similar process as you know in Europe.  

 
 So let me just give you one example. Today or the past couple of days, the 

pages are all full of because the Europeans are doing their equivalent to 
TPP about how they’re going to constrict the negotiations. We know 
agriculture is important. We know that the US agriculture community 
says, “Look, we negotiated for B and we’re blocked by hormones, we 
negotiated for grains, we’re blocked by biotech, we negotiated for poultry, 
we’re blocked by chlorine.” They’ve got a reasonable case, okay.  

 
When we won the WTO case on beef, Lamy and I had discussed a 
solution that if we increased the quota enough for beef that you would be 
able—that would make an interest for the cattlemen and the meat institute 
to have a separate line of non-homegrown beef. Now we couldn’t get the 
quota high enough to bring them along. I remember I had one of the 
groups. I forget which cattlemen or meat institute, but we couldn’t get the 
quota high enough, but that was because we didn’t have the freedom of a 
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full negotiation. So that’s a way that you could show some movement in 
agriculture, create a solution that deals with some of the sensitivities.  

 
We got very close on this chlorine thing with the poultry. I don’t know 
what’s holding it up. You got to suspect that’s also amenable to solution. 
Biotech’s a different problem, but what I’m suggesting on this is when 
people approach negotiations in a sense of, “Here’s my demands, you 
succumb,” it don’t work as well.  
 
And particularly, when you’re dealing with a big partner that has its own 
sense, like the European Union, you’re going to need some creative 
solutions and for the business community represented here, they’re going 
to have to sort of recognize when is enough enough? And you’ve already 
seen some sectors. The auto sector has already started to work together, 
because it’s a transatlantic sector.  

 
Frankly, if I were in various sectors, I would be trying to figure out what 
could we do consistent with and I trust to try to remove some of the 
barriers, but this is where the administration also has to show some 
leadership, because the last I know that I’ve been travelling, I’ve been 
talking to frankly, chief executives and financial firms on both sides of the 
Atlantic. They don’t know whether they’re in or out.  
 
And so here’s where the treasury staff is just being too narrow. They said, 
“Oh, we don’t want the regulatory staff negotiated by USTR,” and so 
they’re pulling back. This is where you need some bigger leadership and it 
starts with the president, but if Froman’s in power, he can kick some 
people. 

 
Fred Bergsten: Okay, yes. Mike’s coming? Mike is coming? Small M. 
 
Catherine Houser: Hi, thank you. I’m Catherine Houser. Ambassador Zoellick, you’re just 

brilliant. It’s just great honor to listen to you speaking. 
 
Robert Zoellick: Well, you’re being very nice. 
 
Catherine Houser: I want to stick with the TTIP for a minute. With all the reports over the 

past week or two about transporter data flow at large and reports out of 
Brussels now that the council of ministers is meeting today to try and 
decide their mandate, do you see this issue of NSA spying and transporter 
data flow being a gating issue on TTIP? 

 
Robert Zoellick: Being a what? 
 
Catherine Houser: A gating issue. Is it going to cause the whole thing to collapse and do you 

think it will have repercussions in TPP or more broadly, this issue of trust? 
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Robert Zoellick: It’s partly an issue of trust. I think there’s a different political economic 

culture in Europe on some of these issues, partly for historical reasons, 
partly for industry. And let me share an example. I was over the weekend 
with Craig Mundy, who’s been with Microsoft, but also has policy issues 
and some others familiar with the big data field. And Vivian Redding was 
there in the session too. And she’s been the one that has promoted a lot of 
this.  

 
And one of the other individual said, “Look, she’s probably frustrated 
because she’s going to lose on this issue that she’s been pushing,” which 
she’s just lost on. And it was in part because the information firms went 
and explained to people kind of how they use some of these things in other 
aspects.  

 
 So what I’m saying on that is I’m not close enough to know in this case, 

but you always have to be careful to distinguish the storm clouds and the 
storm [Inaudible 00:42:42.2] from true power. Okay. Now at the same 
time, you have to be careful not to make lighter be insensitive to those 
issues.  
 
So I think the challenge here would be to work with the information 
technology industries and those that use them on both sides of the Atlantic 
to try to frame the issue in a way that deals with some of the sensitivities 
on the European side, while allowing something to go forward.  
 
So let me give you a very practical example from a European perspective. 
If you’re Mercedes or BMW these days, okay, the information you’re 
collecting and sending back to people about people’s driving in cars is in 
the same category as many of these other things people are talking about.  
 
The challenge, and this is—look, I’m an optimist—the challenge about 
some of these stories that come out is that it will force people to have a 
broader discussion about how big data works, where do the protections 
need to be. In general, my guess is is that, where the Europeans got 
themselves a little bollocks'd up is they were focused on the privacy of the 
data as opposed to the uses. 

 
 And I think where I can see this moving over time is there are legitimate 

questions about the uses of the data, but I think that the question then is 
that could you use these negotiations and you have to get partners on both 
sides to kind of move toward some solution. That would be the preference. 
Okay.  

 
Failing that, what I do think you run a risk in with a transatlantic 
partnership is that you just start to drop things off and then it just becomes 



54 

sort of a symbolic arrangement, because the difficult—the tariffs aren’t 
that big and so then people, it’s not just a second, it’s a third or fourth best. 
And then you kind of lose some of the interest. 

 
 So I would look upon this, coming back to Fred’s first question, is an 

opportunity to work in each of these areas. And this will really require, if 
you think about what I’m saying, a big commitment from the US 
government. The US government alone don’t have the people to do this 
and it requires people in the other agencies to not say how many times can 
I say no, but how to try to figure out how to work with the business 
communities on both sides.  

 
And as I said, you already have some examples like the auto industry 
because they’re already off doing it. And what I speak to a fair number of 
CEOs, transatlantic and I’ve said to them, “Look, I don’t know when this 
thing is going to happen. I think the idea you’re going to get it done by 
next year is a pipedream,” but I do think that it’s in their interests as CEOs 
to have people trying to work within NI trust rules, with their US 
counterparts to try to get something done.  
 
Look, coming back to the momentum, I’m a big believer of momentum. 
Jeff Shot came up with an idea which I think is an excellent one. The 
United States did a free trade agreement with Korea, which is a serious 
country. Europe did a derivative free trade agreement with the same 
country, okay? So why not take that as a baseline and say, “Look, I know 
that’s going to leave a lot of issues, but it can say, there’ll be a few 
variations, but here’s the foundation,” and people will start to say, “Oh, 
this could really happen.” 

 
Fred Bergsten: Bob, since the cyber security issue comes up, let me ask you this. Should 

we even think about trying to forge an international agreement on cyber 
security? How it’s defined, what is permitted, what is off limits, how the 
security in economic dimensions relate? If we don’t, it’s clearly going to 
affect and maybe even poison discussions on everything else, like we’re 
just saying TTIP, maybe TPP also now. Is that outside the realm of 
possibility or is that kind of the next logical area, issue area, where we 
ought to be thinking about international accords? 

 
Robert Zoellick: We’re not at that point yet, because there’s not, I think even within the US 

government, a basic framework for thinking about how to deal with the 
policy on these topics. And let me be more specific. This is something I’ve 
been working about and thinking about and testing with people who know 
much more broader than I do. I was focusing on this because in advance to 
the Obama [Inaudible 00:46:59.1] Summit obviously cyber has been a 
security big issue and I was going to say Chinese, this is a running 
problem in the United States that corrupt everything else we do. 
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 But I was trying to ask people what actually are we talking about and I 

came up with a four-part distinction and Craig Mundy actually has a ten-
part, but they fit the same category. One, we’ve got espionage. That isn’t 
going to go away. Now in the Cold War, where I used to work, there were 
sometimes degrees of espionage. If somebody put too many spies in you’d 
kick them out, so and so. That’s one of it.  

 
Then you have commercial espionage and I think, at least best I could tell 
what Tom Donovan and others did in advance to the summit was say, 
“Look, that’s the real issue we’re concerned about, because it’s just been 
too sweeping, too enveloping and frankly the United States has opened 
American economy, even if it gets the stuff doesn’t know how to use it, 
because we can’t just give it to a state-owned company.” 

  
 Third, there’s sabotage and there may be over time norms develop to 

sabotage. And fourth, there are issues about cyber warfare. So in warfare 
there are principles about hot pursuit, when you can go after somebody on 
something. There’s proportion, it’s about proportionate response. There’s 
norms about collateral damage and other things like that.  

 
So my suggestion is is that first the US government needs to say, how are 
we framing these things? You could even see, given the revelations about 
the NSA programs, there’s been some talk about saying, “Oh well, don’t 
we the same as the Chinese?” 

 
 No, that isn’t commercial espionage. It is a very different issue, but 

intellectually, the Chinese are in the same position we are. They haven’t 
really framed this. And I think if we have our own structure, that make 
sense and can talk about this in a fair way. They have espionage, we have 
espionage. And then you start to expand this and then frankly where other 
institutions like Rand in the Cold War period and maybe PIAE and others 
can think about this and say, well let’s take these concepts and how might 
they work and what could be the rules? 

 
 So my point is I’m a little worried about rushing into agreements. I’m all 

for a framework in starting to think about norms and principles and 
frankly, if you don’t, you raise this issue with the Chinese and they’ll say, 
“Oh yeah,” but if you distinguish commercial espionage, you’re in a 
different category. It’s a very important dimension. 

 
Fred Bergsten: Questions? 
 
Robert Zoellick: I can’t believe we’ve swamped them with your program today. 
 
Fred Bergsten: No, no, no. 
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Robert Zoellick: It’s Friday afternoon Fred. I know this is a shock to you.  
 
Fred Bergsten: Well, if there are no other questions, you’ll get 15 minutes off early for 

good behavior. Bob, we thank you enormously for sharing your thoughts 
with us on so many topics from such a rich background.  

 
The conference is adjourned. Again, many thanks to Terry, to the US ICB, 
all our co-hosts for the agreement. Meeting adjourned. 

 
 

 


