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VENEMAN:  “Thank you very much for that kind introduction and thanks to all of you for the press who are here today.  It’s an overwhelming turnout and I do appreciate your participation.  I also want to publicly thank our hosts.  The Ministry of Agriculture has been our host for this visit and we have had the opportunity to meet with other ministries as well and I can tell you they have been very gracious hosts.  They have put together a tremendous program for us.  I would like to thank Ambassador Randt and the whole team here at the Embassy, who have done a terrific job putting this trip together for us.  I am very pleased to be back in China again.  This is my fourth trip but my first as Secretary of Agriculture.  It has been about nine years since I have been to Beijing.  It is truly remarkable how quickly change takes place and what a dynamic economy this is today.  I really think that as we look to the future the possibilities are endless.  We have seen a lot of examples of some of the areas where there is just so promise in this country and so much going on.
“Before I talk about our trip I wanted to talk about one of the issues that’s been very important to the U.S. in terms of our trade and that is that just on Friday night, late (well I guess it was probably early Saturday morning) our U.S. House of Representatives passed Trade Promotion Authority.  As many of you know who follow trade, this has been a very strong issue for the President in terms of his interest in trying to get this authority so that we can come to the negotiating table more credibly and have the authority from our Congress to negotiate new trade agreements.  We are hopeful that this will pass the U.S. Senate before it recesses at the end of this week.  Again, this has been a strong priority for the President and something we are very pleased about.
“I began this trip last Wednesday when I arrived in Tokyo and had the opportunity to go to Japan to attend what was called the Quint Meeting of Agriculture Ministers.  Some of you may have seen that reported in the news.  The Ministers of the European Union, Canada, Australia, the U.S. and Japan meet together periodically to discuss agricultural issues that are of mutual interest and issues, particularly as they relate to international trade.  This time, there was a lot of discussion about the WTO, particularly about the new U.S. proposal that was put on the table in Geneva yesterday and announced in Washington just last Thursday.  
“The U.S. proposal for the WTO is a bold proposal; one that builds upon the successes of the Uruguay Round agreement in agriculture under the WTO; and one that would bring down the levels of subsidies to an equivalent level and the levels of tariffs of all countries to an equivalent level.  From there to be a negotiated date to be phased out.  This is a proposal that we believe should be consistent with the interests of those of China in the WTO negotiations.  We have had a number of discussions with our Chinese counterparts about that.  Some people have raised the issue since our farm legislation – our new farm bill – was passed last spring about whether or not the U.S. is serious and is going to take a leadership role in the new trade negotiations.  I think this very bold proposal shows that indeed we are serious about trade reform in the agriculture sector from a global perspective.  That’s what this particular proposal now does.  It really shows the kind of leadership that we will be taking in this new trade round.  
“The meetings here in China have been very productive and very interesting.  China is a very important country from an agriculture perspective for the United States.  It was especially important visit for me and my delegation that you were just introduced to.  The purpose of the visit was to focus on our trading relationship and our cooperative relationship in agriculture.  We discussed a number of issues with our Chinese counterparts.   We talked about new regulations for our soybeans relating to biotechnology, seeking information and assurances that trade will not be impacted by new regulations.  We talked about the implementation of the tariff rate quotas as part of the implementation of the accession agreement that China entered into under the World Trade Organization, requesting, making sure, that we have commitments that they will be transparent and implemented in a way that is consistent with trade opportunities.  We talked about issuance of import licenses again making sure that there is understanding between the two sides about how the import license system will work and that it will not impede trade.  We talked about concerns about continued use of subsidies on corn and cotton exports and the consistency with the WTO agreement.  Those were some of the major trade issues that we came to talk about with our Chinese counterparts.  
“Beyond this we also focused on special opportunities to expand and strengthen our coordination in multiple areas.  We looked at opportunities for the U.S. Department of Agriculture to cooperate with the scientists at the Ministry of Science and Technology.  We had a good discussion with our counterparts there.  We talked with some of the agencies about cooperating on a water research project.  As you know, water is a critical issue to agriculture.  It’s a critical issue all around the world but it’s critical when you look at our two countries and the need to look at both water quantity and quality when it comes to agriculture and it’s impact.  We talked with the Ministry of Agriculture, of course, on general cooperation and the framework for a new agreement; and, about technical trade matters in that regard.  Yesterday afternoon we had the opportunity to visit the Beijing Genomics Institute and talked about a cooperative relationship with them on animal and livestock genomics. 
“So, we’ve had a very productive discussion about areas of cooperation in agriculture and, particularly, scientific issues as they relate to agriculture.  We both have tremendous amount of common interest in so many of these research issues.  That is one of the reasons we brought our Undersecretary, Dr. Joseph Jen with us, to focus on some of these cooperative research issues.  I have asked him, with regard to some of the outstanding regulatory issues that we have between our two countries – regulatory issues that relate to sanitary and phyto-sanitary issues on both sides – that he take a look at all these from a scientific standpoint and see where we can make more progress to strengthen our trading relationship even more that we have today.  We want to clean the slate on the outstanding trade issues that we have in this area.   So, Dr. Jen has agreed to lead the effort in that regard.
“We’re continuing to expand our discussions on agriculture biotechnology.  Not just as it relates to the soybean issues and the regulations but a broader cooperative relationship because both the United States and China are doing a tremendous amount of research in promising new technologies that can help with the environment; that can help with new drought resistant kinds of technologies in agriculture; that can help with enhancing the health benefits of certain foods.  There is tremendous promise in this arena and we have researchers in both of our countries that we think can cooperatively work together.  But, we also want to work cooperatively together on the way that these kinds of new technologies will be regulated.  So, we’ve agreed with the Chinese authorities in the various ministries to have a joint working group to look together at some of these issues.  David Hegwood is going to lead the U.S. side on that effort.
“We are very pleased with the results of this visit.  We have received assurances from Chinese officials that the biotech regulations will not be implemented in a way that will in any way impede the trade in soybeans and that trade will not be disrupted.  We received assurances in that regard from various ministries including the Ministry of Agriculture and the Ministry of Trade.  We also have received assurances that China will fully implement the tariff rate quotas in accordance with the WTO agreement.  Certainly that’s something that was of concern to us but we have received those assurances.   We’ve developed additional activities that will improve communication and broaden our cooperation.  So, we are very pleased about that as well.  Overall we are, as I said, very pleased.  It is a start to what we hope will be a much-expanded dialogue between our two countries in the area of food and agriculture and scientific research that will relate to the food and agriculture systems of both of our countries.  So again, I want to thank you all for being here.  I will be happy to take your questions and I think we just want you to identify yourself and your organization as you ask them.
Q: “ I am a reporter from China Daily.  I have several questions with regard to the agreement on U.S.-China agriculture cooperation, which was signed three years ago.  The agreement said that agriculture should be one the bright points in our bilateral relationship.  China and the United States must work together to make it a pillar of strength in the 21st century.  After these three years what do you think are the problems, priorities and potential in Sino-U.S. agriculture cooperation and trade?  This is number one.  Second….
VENEMAN:  “Well I think, the agreement on agriculture cooperation is one of a number of agreements that we do have and some agreements that we talked about that we want to strengthen.  I think that when you say that agriculture has the potential to be a bright spot in our trading relationship that is exactly right.  It is a bright spot in our cooperative opportunities and our trading opportunities.  We want to make sure that both countries are able to take full advantage of the synergies that we have in cooperative areas and trade areas.  We are working on issues that are unresolved. Again, we want to make sure that regulatory issues that are unresolved are based on science (and that’s the group I talked about that Dr. Jen will be involved in) and we want to make sure that we continue to cooperate on overall trade issues and we resolve issues before they become truly trade irritants.   We know that it’s not easy to transition a big country like this to comply with all of the requirements that were negotiated as part of the WTO.  We had a lot of discussions with our Chinese counterparts about the tremendous efforts that have been put in to implementing all of the obligations under the WTO.  I think that in the area of agriculture we are gaining a broader understanding of each other’s systems as a result of this visit and we have agreed that we will continue dialogue at multiple levels to make sure that we make the most out of our agriculture cooperation and make sure that we make the most out of our trading relationship.
Q:  “(garbled)...people about the regulations on genetically modified organisms, and said that the dispute between the U.S. and China could be a time bomb, if not resolved.  Are you sure that all of your questions about these regulations have been resolved?  Are there further problems?  Thank you.
VENEMAN:  “As I indicated, we have received assurances from various people in the Chinese government, various ministers, that the regulations on biotechnology, as they are implemented, will not be an impediment to trade.  As you know, the Chinese government put out an interim regulation earlier this year, with a final regulation due in December.  Because of the uncertainty that situation creates, there has been some decrease in the amount of trade from our U.S. companies into China, in terms of the soybean trade.  We want to make sure that uncertainty in the market doesn't create an unintended trade effect.  It's important that we clearly have the same understanding in both countries about how the regulations will be implemented, and how we will move forward from here.  Again, we did receive assurances that these regulations will not be used to impede trade, and that we will work together to make sure that we have a common understanding of the process and how it will move forward.  
Q:  “Did you discuss the new U.S. proposal for global agricultural trade from the Chinese side, and what was the Chinese response?  Thank you.
VENEMAN:  “We did talk about the new proposal with our Chinese counterparts, and while we didn't get into the details, and I'm not sure they've had a complete opportunity to review the details of our proposal, I did discuss the fact that I think this should be something that we could find common agreement in many of the areas that we have proposed.  Much of what we have proposed is consistent with the kind of agreement that China already negotiated to come into the WTO.  Again, what we are seeking in this proposal in agriculture is the elimination of all export subsidies over five years.  That's something I think we would agree on.  The reduction of trade-distorting domestic subsidies, over a period of five years, to an equalized level among all countries.  As you know, both the EU and Japan have substantially higher limits under the WTO for trade-distorting domestic subsidies than does the U.S.  The Europe limit is about 60 billion dollars, the Japan limit is about 30 billion dollars, and the U.S. is at 19.  So, we are trying to equalize those levels initially at about 5% of the value of domestic production, which would mean the U.S. would cut its limit by half.  Other countries obviously more than that, because they're at a higher level.  That, I believe, should be something that a country like China would find of benefit, because they don't subsidize at those kinds of levels.  Much of the developing world, I think, would find that very attractive.
“Also, when you look at the market access for food and agriculture around the world, the average tariff on food and agriculture globally is about 62%.  In the U.S., it's about 12%.  So we have relatively open markets for food and agriculture in the U.S. market, and we do import a lot of food and agriculture.
“Under our proposal, the average tariff for any country for food and agriculture would be reduced to 15%, a maximum tariff level for any one product would be set at 25%, and then from there any level would be equalized among all countries.  From there we would negotiate substantial reductions and, ultimately, elimination.
Q:  “How is the U.S. approach to discussing China's coming into compliance with its WTO commitments in areas where it's having trouble coming into compliance?  How is the U.S. approach to discussing these areas with China evolving?  I understand that China is very new; they just entered the WTO last year.  There are a lot of areas where I think sometimes they're cynically not coming into compliance.  In some areas, I think it's just genuinely they don't know what to do.  Or there's different areas where one ministry wants to take a step but another ministry opposes.  There are different ways that the U.S. can respond. Sometimes, George Bush can raise an issue and take a strong stance on it, sometimes that might actually just create more resistance on the Chinese side.  Perhaps you could comment, specifically in regard to GMO regulations and the TRQ's.  Just within the GMO regulations there are different ministries.  “There's the Ministry of Agriculture, which is notoriously protectionist, there's the Ministry of Health, which is a little bit more reasonable.
VENEMAN:  “It's really a good question because it is an overall issue that we've had to try to deal with, with regard to some of these issues.  I think the whole biotechnology issue is a very good one, because we've counted probably about six ministries that would have some interest in this particular issue.  We've been able to have discussions.  But the fact that there are so many ministries involved, and we don't have as many as that in the U.S....but we have multiple ministries involved in the regulation of biotech, as well as trade ministries and foreign ministries that are also interested from a trade perspective.  That's one of the reasons that coming over here, we proposed this work group, so that we could better understand each other's regulatory systems, and we could better coordinate among the agencies in both countries.  
“It is a challenge, to some extent, to try to find where some of these issues are being decided.  But overall we've had very positive discussions.  Again, relating back to the fact that both of us have a lot of scientific background and research on these issues, and we need to involve our scientists in the regulatory process, so that the regulations will be based on good science, so that they will protect the environment and health issues that some people have concerns about, while allowing the research to go forward in very positive ways.  I think that's very important and something we want to have a lot of cooperation on.  Again, some of these ministries, I was saying yesterday when I spoke to a group, we believe there are as many as thirteen different ministries in China that would be corresponding to what we do in USDA.  So, it makes a challenge to some extent.  But we've had good cooperation.  While we do have to work with a number of different people, we are trying to do it in a coordinated way, and hopefully we can continue to find ways to do that.
Q:  “Just on the working group, was this the first time it was proposed?
VENEMAN:  “Yes, we proposed, just before we were coming over, saying we'd like to do this, and we've had a very positive response to it.
Q:  “What's the next step?
VENEMAN:  “Well, hopefully we'd like to get meetings scheduled within the next week or so, and have some people with the Department of Agriculture, along with the United States Trade Representative and others.  We don't have a date set yet, but we're going to work on getting a meeting set as soon as possible.
Q:  “So, are they looking into this?
VENEMAN:  “Some, yes, and some from Washington are prepared to come over on fairly short notice.
“How many questions do you actually have on your list?
Q:  “A lot.  If you go to a supermarket in Beijing or Shanghai, you will find it's very easy to get some U.S. products like oranges, even products made of wheat containing TCK from the United States.  But last year, when I visited the United States, I traveled from the east to the west and I found it very difficult for me to get some Chinese horticultural products, like pears and other fruits.  But the agreement, the Sino-U.S. agreement on agricultural cooperation said the United States will speed up import approval of Chinese horticultural products.  When do you think that exports of Chinese horticultural products will be easier, to the United States?  Thank you.
VENEMAN:  “Let me just say that there are some of the issues, pears and so forth, that you're raising that have continued to be issues that we've needed to do additional work on in the United States.  But I think it's very important to point out that we do import a number of special and horticultural crops into the United States from China already.  We do have a number of imports.  There have been some regulatory issues, some sanitary and phyto-sanitary issues, with regard to a few of these products.  They were raised at several of the ministries that we visited with, and that's why I asked Dr. Jen, who is over our whole research area in USDA, to take a look throughout all of these issues that are remaining, and determine where we are with regard to the regulatory process, what science is needed, and to expedite the science, if that is necessary, with these issues.  We've committed to go back and take a fresh look because we know that these are issues that are paramount to China's interests and things that we have continued to look at together. 
“Having said that, we've made a tremendous amount of progress on these issues.  The regulatory process on some of them is well underway, and should be concluded shortly.  So I think that we have been working on these, as we promised, in the U.S.  But I am committed to going back and taking another look to see how we can do even more, more quickly.
Q:  “I just had a question about the interim measures that the government is taking to avoid more shipments being cancelled for things like soybeans.  Most grain traders are saying they're very concerned that because the interim arrangement runs out on December 21st, that most likely they will stop booking shipments, probably towards the end of October.  Being that the end of October, in terms of futures contract bookings, is not too far away, is there any indication from the Chinese government that they will extend the interim period?  And if not, doesn't it seem that the December 21st deadline is coming up rather quickly, for the Chinese government not to have any plan yet?
VENEMAN:  “That is exactly one of the issues, obviously, we were raising with the government officials that we discussed the various issues with.  This is a concern, and we raised the concern that we need to begin to book shipments for this year's crop, and that we don't want the uncertainty of the regulatory process to impair the ability to sell product and to book shipments.
“We had a number of conversations about that.  Again, we received assurances that the new regulations would not impede trade.  We think that's significant.  But in addition to that, we agreed to set up this work group that David Hegwood will head from our side, that hopefully will meet within the next few days, and we're going to work now to set specific dates, so that a clear understanding can be reached between the two sides on how the process will actually work.
“I think that's really the issue, making sure that there's a common understanding, given the assurances that we received, that there would not be an impediment to trade.  There needs to be a common understanding about how the process will work, so that the system will not have uncertainties, which thereby challenge people in terms of their ability to book shipments and keep the trade moving.
VENEMAN:  “As I indicated, a number of questions remain about implementation of the TRQ's and some import licenses and so forth, and we discussed all of these issues with the relevant authorities and we have agreed that we will continue to discuss these issues.  I think we’ve been able to identify some of the key people that are directly involved that will give our folks that are here on a day to day basis good points of contact, so that when questions arise about implementation, we can discuss it with the appropriate officials.  I can say that we have received continuous reassurances from the government that they want to implement the WTO commitments and do so correctly and in a way that does not impede trade.  Certainly we take them at their word.  We want to work with them to make sure that that happens appropriately and that if there are questions that arise about the implementation, for example, there’s been an issue about whether or not the tariff rate quotas are being issued for exportable quantities, they are aware of that issue, and are working to try to make sure it does not impede the trade.  
Q:  “On July 26th, at the five countries’ ministers conference you just said that we should concentrate on the topic of these two issues, that is, agricultural technology reform and agricultural organization modification.  According to your experience, could you give Chinese agriculture some suggestion on these two areas --  technology reform and organization modification?
VENEMAN: “I’m not sure what your second question…
Q: “According to your experience on the agriculture, could you give some suggestion to Chinese agriculture about these two areas?
VENEMAN: “What is the second area?
Q: “Organization modification.
VENEMAN: “Okay, well, during the Quint Ministerial, each of the five ministers have topics, which they discuss, and they are the major presenters.  Then the other ministers come back and have responses.  The topic that I presented on was structural and technology changes in agriculture, and the fact that we are seeing a lot of new technologies that impact the food and agriculture system.  Many people don’t recognize, and I often say, that agriculture, despite what people think, is truly a high tech industry.  
“We’ve talked a lot about biotechnology.   As I said, we were out at the genomics institute yesterday.  That kind of research is going to have tremendous impact on the future of agriculture research and production.  We have a lot of challenging issues ahead of us in food and agriculture systems around the world, with regard to water quantity and quality, that can be solved, to some extent, by new technologies.  There are satellite technologies that allow us to do much more precision agriculture.  All of the biotechnologies allowing you to move toward new kinds of production, everything from being able to create drought resistant crops for parts of Africa that can’t feed itself, to the ability to create vitamin A enhanced rice.  Out at this genomics institute, they’ve mapped the rice genome!  The research that’s now going to be able to flow from that discovery is just tremendous.  That was done just right here, just outside of Beijing.   
“There is just tremendous technology that is impacting the food and agriculture system.  In our biotech varieties, for example, in the U.S., the Round Up Ready soybeans that we’ve heard a lot of discussion about,  the water quality improvements around areas where those are produced, are significant because you don’t have to use so many chemicals to produce the product.  So you see environmental benefits, you’re going to see a lot of health benefits and production opportunities for parts of the world that are truly hungry.  So, I think that all of these technologies, you look at some of the packaging technologies that are allowing us now to put perishable products into packages that allow them to be transported around the world.  New technologies that allow food safety enhancements.   There are just multiple opportunities to look at how technologies can improve the whole food and agriculture system.  So, as we make policy and we look at trade, all of these things need to be recognized for the future.
Q: “Madam Secretary, you just talked about chemicals so I want to ask one point. Both the Japanese government and Japanese consumers, they’re very concerned about Chinese agricultural products poisoned by chemicals.  I wonder, did you talk about Chinese agricultural product security issues, like poison chemicals and so on with the talk with your counterpart?  If you could talk about this please.
VENEMAN:  “We did talk in Japan quite a lot about food safety issues.  Because Japan has a heightened consumer concern about food safety, particularly after the finds of BSC in some of their cattle.  I don’t know how it translates, that's mad cow disease.  And so that’s caused a real consumer concern in Japan and so there is a heightened interest in food safety.  There are a number of more stringent regulatory issues being looked at with regard to imports and there was some discussion in Japan about the fact that some of the product of concern is the product that is coming from China.  But again, we emphasized to the Japanese that it’s important to have a consistent food safety system for both domestically produced product as well as imported product because Japan, as you know, depends on imports for a lot of their food coming in.  It's important that all of those system be based on good, sound science, that regulations not be used as disguised barriers to trade, and that regulations be transparent, consistent, and scientifically based.
Q:  “Two or three months ago, some other U.S. officials came through and said that they were not so sure about the biotech and they were wondering, they wanted a lot of regulations clarified.  I am wondering, now that you say you have these assurances, what changed in the past two or three months?  What did you say?  What did you do?  Can you describe the process a bit?
VENEMAN:  “Well, I think the process has been moving along here in China.  Again, there have been many new regulatory changes here, many new laws passed with implementation of the WTO, but we brought up the issue with multiple ministries and ministers that we met with, and we received consistent assurances that the regulations on soybeans and biotechnology will not impair our ability to ship soybeans.  Certainly, we take the officials at their word on that.  But, again, we do want to understand more clearly how the process is going to work between now and December, when the new regulations are scheduled to be implemented.  
“That is one of the reasons we wanted to have this work group.  We want to make sure we do have a common understanding, so that we can rely on that common understanding, and that, as the question that was asked before indicated, we need to make sure that our folks can enter into contracts and ship product and have some assurance that it's not going to be turned away in December when the new regulations are implemented.  So, that’s what we're trying to do.  I believe both sides are working in good faith and we certainly are going to try to move forward.
Q: “You mentioned at the outset of your talk the illegal subsidies on corn and cotton.  Was that another issue that was resolved during your visit, and how was it resolved?
VENEMAN: “It is an issue we raised because there are continuing reports that we are hearing that corn and cotton are being sold in the world marketplace at below what they’re being -- not only the world price, what they’re being sold at here in China.  So, the concern is whether export subsidies are being used.  We have not resolved that issue, but we did have some discussion with the appropriate officials and are going to continue to discuss that issue.  As you know, China agreed not to use export subsidies and we need to make sure that, as the WTO commitments are implemented, that that is in fact the case, that export subsidies are not being used, or pricing mechanisms that are effectively export subsidies are not being used, that will undercut the global market and effectively put what would amount to a subsidized export into the marketplace.
Q:  “So, are they looking into this?
VENEMAN: “We’ve had initial discussions and, I think, follow up with them on this issue to understand better where the differences and prices are coming forward and see if we can’t resolve it.  We don’t have a resolution to that yet.  There isn’t a complete agreement as to whether or not the product is going in at a subsidized price.
(Dr. Penn comments to Secretary)
“Yes, they did mention there could be some illegal activity.  They did reassure us several times that they want the WTO implementation to work the way it's supposed to, and so they will look at this and try to better understand why our trade is concerned about this and what they’re seeing in the trade that’s causing them to raise the concerns.
“Thank you all very much for being here, and I appreciate the opportunity to meet with you today.
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