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1 STATEMENT OF MICKEY 'KANTOR,' UNITED STATES TRADE 

2 REPRESENTATIVE DESIGNATE 

3 

4 

Mr~ Kantor. Thank you ve~ much, Mr. 
, 

6 Chairman and Senator Packwood. 

7 I appreciate that. My wife Heidi who 
i 

is 

8 behind me. 

9 Senator Moynihan. Why don ',t you stand? 
,I, 

Mr. Kantor. My son Dougla~ and my daughter 

11 Leslie. 

12 Senator Moynihan. 

13 .1n P bl' lthu 1C Hea .1n New 

14 Mrs. Kantor. That 

Senator Moynihan. 

16 [Laughter] 

Daughtet Leslie who works 

. k .til,'Yor C1·Y. 
, :1 

is right. 
:1 

There yotiare. 

I 

17 Mr. Kantor. And my son, DrUg~aS' is in the 

18 Teach for America Program, Senator. He is 

19 teaching in Los Angeles. 

Senator Moynihan. I see. 

21 Sir, you have a statement. 

22 would proceed. 

Perhaps, you 

23 Mr. Kantor. 'Thank you. very much. 

24 Senator Packwood, good mOrhing and thank you, 
,I 

too, and distinguished members,bfthe Senate 
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1 	 Finance Committee. 
i' 
I 	 " 2 	 First of all, let me thank Senator Fe1nste1n, 
:1 

3 	 Senator Boxer, Senator Sasser, Senator Mathews, 

'i
.4 and Senator Bond. That was a wonderful display of

l 	 . 
friendship. And I appreciate that. They make me 

. I 

6 feel very humble as I come here today in support 

7 of this designation by the presilent-elect. ' 

, d' 'I II t b f8 	 It 1S a tremen ous pr1v1 ege 0 appear e ore 
, 	 I 

9 	 you today. I want to thank President-elect 


Clinton for giving me this honor: 
to serve this 
i 

11 Administration' and to serVe my, d:mntry, if 
. 'I 

12 recommended by this committee anQ confirmed by the 
:1 

13 United States Senate as United States Trade 
, ! 

14 Representative. ~, 

This of~ice has always had a special 
:, .:. ::', :. I,' .1 '_ .:<, ,.1 ',~." ." 

16 relationship to this -com~-fttee ard" it~,_ House· 

17 counterpart. I value that relationship and will 

18 work hard to enhance it. 
I 

19 I.have been a practicing lawyer for nearly a 

quarter of a century. During thlt time, I have 

21 been involved in hundreds of negltiations on 

22 issues ranging from aerospace to transportation 

23. and from energy to retailing. 

24 Over that same period of time, ! have been 
II . 

involved in negotiations on beha~f of migrant farm 
1 

Moffitt R~porting Associates 
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1 workers in Fl6rida--which the fi~st time I. met 
il 

2 Senator Dole was in that connection--and served as 
I 

3 a presidential appointee to the ~gal Services 
. I 

I 

4 Corporation. ! 

As founder and Chair of the Los Angeles 

6 Conservation Corps, I devoted my energies to a 

7 tough program of discipline and opportunity for 
'1 ' 

8 young people left out of the mai~stream, but eager
i 

9 to work. 

In addition, I supported the legal and 
il . 

11 educational needs of Hispanic Americans as. a board 
,I 
i 

1~ member of the Mexican American Legal Defense and 

13 Education Fund. 

14 Most recently, I have had the pleasure of 

. . th d f' d ,I f '.serv1ng W1 my goo r1en and 9ne 0 Amer1ca I s 

16 most distinguished public servants, Secretary of 

. d . t' . h' h :1 b f17 sta t e- eS1gna e Warren C r1stop ~r, as a mem er 0 

18 the Christopher Commission, inveJtigating the 

I19 policies and practices of the Los Angeles Police 

Department. 

21 I have devoted my life as a lawyer and as a 

22 civic leader to bringing people together, to 
. :1 

23 building coalitions that serve the public 

24 interest. 

As the U.S. Trade Represent~tive, I ~elieve 

Moffitt Reporting Associates 
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1 that I can 	effectively build upon 
I 

that record to 

" . 'II :1 It . 1 d2 develop coa11t10ns that W1 resu 1n c ear an 

. d 1" 1,,1. h'hb f't3 cons1stent 	tra e po 1C1es, po 1c~es w 1C .ne 1 
I 

I 

4 the citizens of this country. 

Those coalitions must be bipartisan. We must 

6 
. 

develop them together. 
;1 ,

Trade pO[,1CY does not lend 

7 

8 

itself to partisan solutions, Mr. 
I 

stand apart from economic polic~. 

Chairman, or 

And I want to 

9 assure you that this new Adminis~ration will not 

11 

stand apart from Congress. 
I 

! 
I pledge to work with the members of this 

12 committee,. with all of the membeirs of the 103rd 

13 Congress, and with the private 1ector to ensure 

14 that our trade efforts will empower our citizens 
,I 

to compete and win in the globa1. marketplace. 

16 

17 

As this committee knows veJywell, the 
I ~-

incoming Administration faces an extraordinary 

18 

19 

array of challenging trade issuJS.I think you
I . 

will understand that we have not yet formulated 

21 

our policies toward many ~ftheJe issues and 

t d . It t" 'h I ' o 0 so 1n consu a 10n W1t you. 

want 

22 . There are several key prindiPles that guide 

23 my thinking in the approach o-~ Jhe Cl inton 

24 Administration, 
, , 

the trade issueJ that will 
'. 'I 

confront us: Our 	trade policy must be part of a 

I 
I 

Moffitt Reporting Associates 
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1 coordinated and integrated econojic strategy. 

2 

3 

No amount of negotiating, bJlaterallY or 
. . I· 

multilaterally, can overcome or offset the burdens 

4 1 · d'p ace on U.S. 'f' I 'd dcompan~es rom m~,gu~ e .'econom~c 

policies or uncontrolled health care costs, nor 

6 are ..trade negot~at~ons a b t' !Itsu s ~tu e f . d tor e uca . ~ng 

7 

8 

our children or training our worJers. 

h 1 ·' d" t t .1.11 tT e C ~nton A m~n~s ra ~on 1~' no blame 

9 lother countries for our own economic shortcomings. 

1He will not solve those problemslOVernight, but we 

11 will deal with them aggressively land forthrightly. 

12 

13 

14 

Trade policy is not the onl~' reaSon that we 
. . I 

i 

i:tre failing to meet the challengei of global 
i 

competition, but it is still a very important 

factor. This new Administration Lill favor 

16 increased trade. 

17 We believe it is vital for a; growing U.S. 
, 

18 E!COnomy.. And I think recent statistics in recent 
!I' . . 

19 years would bear that out, but the days when we 
11 

could afford to subordinate our economic'interests 
. 1 . 

21 t:o foreign policy or defense concerns are long 

22 past. 

23 As President-elect Bill Clinton has noted 
. il . 

24 .time and again, our national security is directly 
II 

I 1: 

related to our economic viability here at home. 

Moffitt Reporting Associates 
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1 We will not be guided by the aS~llmption that other 

2. Nations share our commitment to 'free trade and 

3 open markets when the world evidence makes it 

4, clear that some do not. 

We will insist that our tra~ing partners join 

6 us in strengthening the int.rnatlonal trading 
:1' 

7 system. We will work to open fo~eign markets, to 
\ ilI . 

8 u. S. manufactured goods, agriculiitural products, 


9 and services. I 

I 
I 

Our prosperity depends on a; large part 	on our 
I 

11 ability to export. Allowing other Nations to 

12 close their markets provides them	I with an enormous 

I 
13 competitive advantage in key sectors. 

14 This committee was instrumehtal in the 

\ 	 " I
bipartisan effort spanning six years to put in 

16 place a more realistic,effectivl tra~e policy. 
I 

17 	 I pledge to you that I willi,use the tools you 
I 
I

18 have given this office to protec~ arid advance u.s. 
I 

19 ' interests. 

There is nothing ~cademico~ theoretical 
. II 

21 about the job I will undertake, if,You support my , 

22 confirmation. 
, 

23 In my visits with the Senat0rs on this 

24 committee, each one of you, I betefitted from your 

knowledge of our trade and economic problems. 
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1 Each of you painted a vivid pict~re of our country 
, II 

2 suffering from a loss of jobs and economic 

3 opportunities. 

4 	 I traveled allover this country during the 
, 	 I 

campaign 	that just ended. And I want to assure 

6' you that I have seen that pain, rOo. 

'7 	 I will not be able to satisly all of you, all 
, 	 I, 

8 of 	your constituents all of the time, 
' 

far from it. 
I , 

9 I think I am a realistic person, but '1 hope you 
, 

I 

will ,know that I understand just' what my 	 efforts 
I 

11 and those of the Clinton Administration mean to 

12 the people you represent. 	 I 
J 

13 I pledge to carry. out my responsibilities 
:1 ,,' 

.. I. " . 

14 	 . diligently to develop U. S. ~nternatl.onal trade 

1 .. ddt t d . I; t' . I' 11po l.Cl.es an con uc ra e negot~a l.ons. Wl. 

. 1 	 t d' 1/ .16 aggressl.ve y urge our ra l.ngpartners l.n Europe, 

17 the Pacific Rim, and' elsewhere'th op~~ their 

18 markets to American goods and sehices. ' , . 	 I 

19 Specifically, I will urge 0rher.countrieS to 

reduce their tariffs and other barriers to market 

. th . . l d21 access l.n e ongol.ng Uruguay Ro~n • 
I 

22 The United states must alsoimaintain its 

23 ability to respond effectively to foreign trade' 

24 unfair practices, such 'as dumpin~ and subsidies. 
.! . 

I will move forward to negotiate the 

Moffitt 	Reporting Asspciates 
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1 agreements that President-elect 	~linton has called 

2 for as supplements to the North 	I~merican Free 

~ , 
 ' ' 

3 Trade Agreement. The supplement'al agreements will 

4 deal with the environment, work:eilr, s standards and 

' d' t d . ii',5 sa f ety, an unexpec e l.mport su~ges. 

6 	 The NAFTA and' GATT negotiatllions are only a 
, 	 ! 

i 

7 part of a wide array of pressing: international , , I 

8 trade issues that await the Cli~iton 
!' 

9 Administration ~ 	 !
! 

10 	 The United states must respirnd to the new 

11 utilities Directive of the Europ1ean community that 
I' 

12 went into effect January 1st, asl all of you know., 

13 	 We have ongoing antidumpinJ'and subsidy cases 
I 

14 against imported steel from virt~allY all major, 
':' '~:,;;!.;;';;;t;J\;"!:':~::':';'A'~I;~I';;;~,:<,,:,< ,,', 

15 U. s. trading partners . Twenty' c:ountries are 
I' 

16 , involved in thatsituation~,c" I,'" 
i) 

.... t.'·.·· ".," .:: " 

17 	 High on our agenda with Jap~n must be Japan's 
II 

18 adherence to the Semiconductor 	Abreement, Japan's 
' 	 , ilI 

19 new voluntary restraint agreemen~ for automobiles, 

.. I ,ii,
20 and the contl.nul.ng arge Japanes~ trade surplus 

21 with the United States. And we tust address the 
il 

22 upcoming renewal of MFN treatmen~ for the People's 
I, 

23 Republic of China. 

24 I will move to carry out another important
i' 

, i 	 ' 
25 responsibility of th~ u.s. Tradei Representative, 

I' 

1 
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1 enforce a variety of U.S. laws and international 
•
II 

2 trade agreements. The most notable of these laws 

3' is Secti,on 301. 
i 
! 
I' 

4 II another country is violating a trade 

agreement with us or engaging in.unjustifiable, 

6 unreasonable, or discriminatory ~ractices, then, 

. .1..
7 the U.S. Trade Representat1ve can 1nvest1gate and 

8 negotiate with the other countryl 

9 I see this and other laws a~ among the many 
1 .. 

tools that we can draw upon to h~lp open fore1gn 

11 markets for U.S. exports. 

12 Mr. Chairman, I also want t6 directly address 
:1 

13 the issue of the ethical and professional 

14 standards which will b~ defined lnd met, not just 
, , I, 

by this office, but throughout this new 

16 Administration. 

17 We campaigned throughout the 
, 

country on the 
I 

18 promise of change. Change in this context means 
;1 ' 

19 we will slam the revolving door shut. 
'I

Like my colleagues, I have taken formal steps 
I 

21 to ensure that no prior affiliation or 
1 

22 representation will affect my independent judgment 

23 or create even the appearance of;conflict. These 

24 recusals are specifically designed for the office 

for which I am being considered. ; They are 

Moffitt Reporting Ass6ciates 
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1 particularly appropriate in light of Ambassador 

i 

I 

2 Hills' pledges' four years ago ~ i, 
, 	 II 


3 I withdrew as a partner from the firm of 

4 Manatt, Phelps, Phillips and KaJtor as 'of December 
i'!I' 

31, 1992. My' name has been removed from the name 

6 of the firm. 

7 During my tenure as the u.s. Trade 
, ii'j, ' 

8 Representative, I pledge to havJ' no professional 

i'II­
9 contacts with membel;'s or employees of my former 

i' 
I 

law firm. I have also 'resigned I:from all 'boards, 
I 

I' ".
11 all of which, by the way" are nGmprofl.t, on which' 

12 I am a member. I, 
I 

13 For a period of one year, ], will recuse 

14 myself from any transaction' or latter which would 
II: 

have a unique and special effect.: on any entity 
- II' 	 , 

16 ,that 	has been a client of my fiJro at any time 
i 
,"17 d~ring the past two years. , 
I' 

18 	 I will permanently recuse tiiyself from any 
II 

19 particul:.ar transaction or matteIr involving a 
, I 

I 
client wh,ich my former firm has Irepresented 

I, 
concerning 	that transaction or matter during my 

I 

22 'association with the firm. 
, 

- I 

23 	 I'will also permanently recuse myself in any 
il

24 particular matter which I served as counsel while 
, I 

in private 	practice, although I:do not anticipate 

Moffitt Reporting As~ociates 
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1 that any such matter would arise before the 
II 

2 u. S. T. R. 

3. However, unless there is some unique and 
\ 

4 special effect on th~ client invdlved, i shall not 
, 

recuse myself on trade or policy ,matters which 
I 

6 affect the overall industry or ,industries of which 

7 any of the above clients is a 
'I 

pa~t. 

8 Mr. Chairman, before I conc~ude this brief 

9 opening statement to respond to Jues~ions which 

you and your colleagues may have for me, I want to 

11 express my deep appreciation to a few very special 

12 people in my life, some of whom Jou ~et just a few 

13 minutes ago. 

14 It was a privilege and a onee-in-a-lifetime . I 
experience to serve as the campaign chair for the 

if 

16 President-elect. The Kantor family has been 
. '1 

17 blessed by the friendship of Bill and Hillary 

18 Clinton for nearly 14 years. ~oiaspect of this 

19 nomination could make me .prouderithan the 

President-elect's confidence and trust in me. 

21 Like the Vice President-elect, I am a son of 
. .. I. 


22 the state of Tennessee, as Senator Sasser said to 
, 

23 you. I grew up in a family that: admired and 

24 supported the Gore family. 

I want to express my thanks to Vice 

Moffitt Reporting Asiociates 
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1 President-elect Gore here in this chamber.where he 

2 and his father before him served· their country and 
I 

3 brought such pride to those of us from Tennessee. 

4 I could not be sitting before you today 

without the strength, commitment1 support, and, 

'f "d' d j th h'ld­6 yes, I ove 0 f my W1 e, He1 1 an my ree c 1 ren: 

7 Leslie and Douglas, whom you havl met, and Alix 
II 

8 who decided it was more fun to play with their 

9 friends this morning, who is nini years old. No 

offense to the committee. 

11 To them, I pledge to help i~ any and every 
II 

12 way possible to make this country a .better place 
I 

13 for their future and for the future of every 

14 American family. 

Thank you, Mr. Chairman. 

16 Senator Moynihan. Thank yoh, Mr .. KaI)-tor, for 

17 a most impressive statement. If you will allow 
I 

18 us, sir, we will just move momentarily I guess 

19 . we do not yet have a quorum. 

In that case, I see that the Republican,, 

21 leader is here. I know that his day is going to 

22 be more than normally pressed. 
I
Perhaps you would 

23 like to begin. 

24 Senator Packwood. We will stay for a quorum. 
;1 . 

Why don't you go ahead? And I will just wait. 

Moffitt Reporting Associates 
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generous of1 Senator Moynihan. That 'is v.1~ry 
. J .2 you,' sir. 

, ..., . i,l' , ' 
• • I , 

3 I have some detailed questions, but first I . .. Ii 

. ~'. ' 

4 will say, we welcome in particular your statement 
i! ' 

about consultation ~ith this comJittee as the new 
, 1/ 

6 Administration begins a P:OlicY"wJiCh will be ·both 
I " ':/' 

7 continuous and will have some discontinuities. 
, i ' 

8 .There are commitments made aboutithe North 

I 

I 

9 American Free Trade; Agreement, fer example. 
" . ,i"'/ ' 

The OffIce of Special Representative for , I . 
11 Trade Negotiations was established by the Trade 

I . ' ' 

12 ,Expansion Act of ,1962. And that' legislation which 

13 ,led to the Kennedy Round,a'prio:t condition f.or 

.. .' '. , . iI"
14 obtal.nl.ng l.t--and. l.t was very l.mportant to , 

. :I, 

. President Kennedy-~was that we reach some 
:1,' ' 

16 arrangements on cotton·textile i~ports. 
I,ii' 

17 And'it was this committee that so decreed.' 

18 And it happened that I the Atsis~ant Secretarvwas 
. II' , ' ­

I'
19 of Labor. And I,was one of ' the pego~iators of 

,that agreement, as was'secretary~d~Signate 
, i 

21 Christopher in Geneva. !
;! 

22 ' And I have to say, it was ohr strict
,II'I, ', " 

, . ! ~ . 

23 understanding. that the long termJi:we referred to 

24 meant perhaps five years. And tpat was 30 years 
'iii 

I, • 

ago. And these agreements are- S:ri11 in place. It 

Moffitt' Reporting Ass!bciates 
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1 must be five agreements now. 

2 We would not have had that trade expansion 

3 act without those restraints on Jertain kinds of 

4 imports that in the real world wAs necessary for 

this ~ommittee to get the presidlnt the bill he 

6 wanted. 

7 And it is experience that we have had before 

8 and will have since. I meq.n~ it1is the basis, the 

9 founding experience of your offiC!:e. 

Techn1ca y, your 0 1ce was create by· 11 dff·1 
'I 

11 executive order by President Carter in 1979. And 
'I 

12 you have a right honorable set of predecessors, 

13 including Ambassador Hills whohld a wonderful 
I 
1 

14 record. 

~ think we would all agree that Ambassador 

16 Hills came up here"khd'1:'~lk'~'d:to: us in our 

17 conference room. And I think it,helped a great 

18 deal. And I am glad to hear you,act as if you 

19 expect it to continue. 

Senator Packwood. 
v 

21 Senator Packwood. First, I,ask unanimous 
1 

24 Senator Moynihan. Without objection.
I . 

(Senator Durenberger's ques~ions appear in 

I, 
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1 the appendix.] 

2 Senator Packwood. Mr. Kantor,when you were 

3 
.

in my office, 
.
I 

1
told you that yo~ and the OMB 

4 director have the two toughest jlbS. That poor 

devil has to say no to eVerybOdyt You have to say 

6 no to half the people who will clme to you. You 


7 can please some, but not others. 

I 

. i 
8 	 I think this committee would expect you to do 

I 
9 	 everything you can to enforce oUf countervailing 

duty laws and our 301 laws and do everything you 

· d 	 . b 'd' ,. fll, t ' 
11 can to knock own SU S1 1es 1n ore1gn coun r1es 

:I. ,
12 and open up markets. That goes ¥1thout say1ng, 

13 that that is part of your job. 

14 I do not think that is the tougher part of 

your job. I think it is the neg~tiation of th.e 

16 agreements that will be good for Amer~9a, but some 

17 groups will think they will lose. 
I 

18 Example, the chairman mentioned the 

19 multifiber agreement .. I will maJe you this bet. 
:1 

If you,can get a free trade agreement in the world 

21 that covered all agriculture and!all textiles~ 

22 that would be very good for the United States, but 
. J 

23 my guess is, the textile industr~ would oppose it,' 

24 no matter that we would increase -our agricultural 

exports infinitely more than we would increase our 
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1 textile im!,orts. 


2 They would say, "What is good for the country 

I 

3 is not necessarily good for textiles. And we 

, "'I 
4 oppose it. And I do not know how even the 'It 

world's greatest negotiator is g~ing to placate 

I 
6 them, given that situation. I' 

7 Now, withthat statement, I. want to" ask your 

8 opinion, not what does president;':'elect Clinton 


9 think, but what are .you going to 
advise him on: 

one, fast track authority? 
• ~ r 

11 It is going to expire this aune. Whether or 

12 not we finish the GATT negotiati,bns by that time, 
J, 
I 

13 I doubt it. And if we are going: to continue it, 

14 you are going to want it for GAT~, but it applies 

to all negotiations. 
! 

16 What would be your recommenaation to him to 
1 .. ­

17 reenact and extend 'to the fast track negotiation 

18 authority as it now exists? 

19 Mr. Kantor. First of all, as you know, 

. t 'h'I'.Senat or--and I apprec1a e your qpest1ons--we ave 

21 to make a decision on fast track authority no 
I 

22 later than March 2nd be~ause tha:r is 90 days 

23 before the May 31 deadl1ne, as you correctly 

24 pointed out. 
I 

Fast track authority is important to any 
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1 negotiator in this job in this position because it 
:1 

2 says that the person on the other side of the 

3. table or persons in a mUltilaterll situation that 

4 you do not have to negotiate tWibe. In most 
II 

cases, it will be once. And that has been a 

6 problem in the past. 

7 And I understand that there is something to 

8 delegate in this body and the other body, but I 

9 think it has, in fact, been effebtive over the 
" 

years. 

11 We have to make a decision whether or not,I' .. 
12 given the pendency of the Uruguay Round, as you 

13 correctly pointed out, that we W~ll have to ask 

14 for an extension of fast track althority. 
:1, . 

I would like to consult with the committee 
II .~.. 

16 closely on that before I advise fhe p~esident-

17 elect and, of course, the Ways and Means Committee 

18 and other relevant committe,es of this body in the 

19 House. 

I think it would be unwise FO move forward 

21 

22 

23 

24 

until those consultations take pilace, but I will 

assure you that that will happen very quickly. 

It is fast upon us. And I think we have to 

make some judgments very quickly: as President-

elect Clinton becomes President ,Clinton tomorrow 
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1 at noon and hopefully, this deS,gnee becomes U.'S. 

2 Trade Representative on Thursda1morning. 

3 Senator Packwood. Let me ask the question in 

4 a 'different way. I once asked Jhe CIA if Israel 

had aerial photographs when theJ bombed the 

6 Baghdad reactor. And they said;it was classified 

,7 information. They could not gileit to me. 

8 ,I then asked them if Israel would have 

9 attempted the raid without aeril1,PhotograPhs. 

, And they said, "No. They would i not have." 

11 [Laughter] 

12 Senator Packwood. Is it your intuitive 
1/ ' 

13 judgment that you would not be able to negotiate 
.:' ,,'

14 very good agreements, unless you I~have f~~t.:, track 

authority?, 

16 Mr. Kantor. It is more than' intuitive 

'/17 judgment. 'I think the record will reflect that 
I:/ ,

18 other negotiators from Ambassador Strauss to 

/
19 Ambassador Hills--both of them are friends of 

mine--would indicate quite cleallY that it is an 

21 important asset to have. 
l' 

22 Senator Packwood. Second question, what 
Ii 

23 would ,be your recommendation to President-elect 
I 

I' 

24 Clinton on reclassifying imported minivans as 
, 1 

trucks and ,raising the tariff from 2.5 to 25 
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1 percent? 

2 Mr. Kantor. Well, I will be one of the 

3 persons on the National Economic Council Executive 
1: . 

4 Committee who will make a recommendation, along 

5 with .the chairman of this commitJee, Senator . 
,. 1/' ' 

6 "Bentsen, hopefully the next Secr~tary of the 
, . 1 

7 Treasury--and I think that is maybe a forgone 

8 conclusion--to reach that decisiJn. 
. l 

9 Obviously, the 'reclassification' of minivans 

10 
. 1/.

in the prior Administration led to some 
, ':1', 

11 .controversy and maybe cost as mUyh as $300 million 

12 
rto the Treasury of the Unitedstrtes., 

13 It isa problem that. we will address very 
,I, 

14 soon, as. Secretary-designate Bentsen indicated in 
'I 

his appearance before thiS. commi,tee, early on .. 

16 Senator Packwood. Do you have an-· intuitive 

17 feeling about this question? 

18 Mr. Kantor. I have intuiti.re feelings, but I 

19 am going to save those for our flirst, meeting of 

20 the NEC. And I will consult wi~h this committee 

21 
I

after that and hopefully gain 'some of your wisdom 

22 and some of your guidance as we approach that 

23 problem. 

24 Senator Packwood. Are you :,familiar with the 

.25 Softwood Lumber dispute we are 'having with Canada? 
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I 

1 And the binational panel has now'been set up. 
,, 

2 Mr. Kantor. Yes, I am, Senator. 

3 Senator Packwood. There i~ some feeling on 

4 both sides that the binational janel is going 

beyond 	its scope in getting int, countervailing 

6 duties and judging the laws of each country. ' 

7 I just want to know if you are aware of it 

8 and what do you think ought to do done to keep the 

9 panel within the scope of its iJtended 

negotiations. 

11 Mr. Kantor. Well, that leads into, if I may 

12 say so, a larger question about'our antidumping 

13 laws, countervailing laws, the mruguay Round, 
I, 

14 	 ,other bilateral-bipa,tional panels. We do not want 
,;-.:'-,: '; ~,,~ ..~~,~·::::,':p:,r~.::~~z~a~.:!::·:;,"~&~-j I· 

to weaken those laws. 

16 I have a 

17 anything that would do that is something that I 

l
18 	 would recommend to each of you as we discuss it 

il 
19 	 and to the President-elect of the United States 

that we take a position against' that. 
.' 	 I 

21 I think it i~ a particula~~y sensitive issue 

22 in 'the current Uruguay Round in'the 'Dunkel draft 

23 or final agreement text. And itI is something that 

24 I will look at carefully, assuming t am confirmed 

by the United Stat,es Senate. I 
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1 senator Packwood. Thank Yr' Mr. Chairman. 

2 Senator Moynihan. Thank you, sir. 

3 senator Baucus. 

4 senator Baucus. Thank you, Mr. Chairman. 

Mr~ Kantor, I very much ~p~reciate your 

6 opening statement. I would likJ· to underline the 

7 enormity of the task ~head of ydu. ' 
. :/ 

8 As you well know, the U.S'~.I.R. is involved in 
. ,I 

9 dozens of very complex, international trade 

negotiations with over 100 diffJrent countries. 

11 That has to be coordinated with other aspects of 

12 American economic policy, coordinated with the 

13 private sector. 

14 You must, in addition to all of that, work 

with the Congress very, very cldselY. The fast 

16 track discussion is just an exaJple of_· the complex 

17 relationship in our country bet1een the executive 

18 branch and the legislative brand'h. 

19 And you must do all of thi~11 with just 125 

professional people. I mean, it is an incredibly 

21 complex job ahead of you. HaVi~lg sa'id all of 

22 that, I know there .are some peolle who question 

23 your background, who say you are inexperienced. 

24 I frankly find all of that ;criticisrn utterly 

~ithout merit. You have my fulfconfidence. And 
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1 I know you have the full confidence of our·new 

2 President.' 

3 And I can tell you; as you well know, that 

4 our best and 
. I 

our brightest prio~ U.S~T.R.s also 

did not have trade experience. . I Prior trade 

J 6 experience is not a prerequisite for this job, 

7 rather it is intelligence. 

8 It is very good negotiating skills with our 
I . . 

9 trading partners, a+so, coordinating and working 

very closely with the Congress lnd other'entit~es 
11 in our 

I. 
country and having the personality to do 

12 that. 

13 . And I can tell from talking with you th~t: 

14 (a) you are a tough negotiator;! and (b) in the 

right circumstances, you are a 
I

nice guy. 

16 [Laughter] 

17 Senator Baucus. Now, having said that, I 

'I18 have a couple of questions I wo~ld like to ask' 

19 you. Number one, you mentioned' that you plan to 

fully enforce Section 301. You did not mention 

. 21 Super 301 . 

22 As you know, Mr. Clinton during the campaign 

.1'23 strongly advocated the repassag,e ,the extension ,of 

24 Super 301. I would like for yol to reconfirm that 

now, if you could, please. 
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1 Mr. Kantor. I will do that. First of all, ,I 

. . th . h' t I h d I2 hope th1S 1S e r1g t C1rcums ances ere an 
,I 

3 can maintain a solid ponder in front of my 

4 adversaries. 

It is a tough job, but thef' the President­

6 elect has never given me an easy job. I am still 

7 waiting for the. first from him.; 

8 On putting people first, the President-elect 

"I9 did support and does support Super 301. ' He 
I, 

believes it has been effective. I And so do I. 

11 It ran out, as you know, in 1990, the 

12 authority for it. There are, I: know, members of 

13 this body and the other body who would like to see 

14 it reinstated. 

I think it would be an ass,et for the next 

16 United States Trade Representative.
I 

And I 
-

would 

17 like to work closely with this rommittee, with 

18 members of this body and the ot1her body in trying 

19 to develop legislation in that :respect. 

Senator Baucus. I appreciate that. As you 

21 know I . it is obvious that our cJedibility as a 

22 

23 

country is of vital importance. When we reach an 

agreement with another countryt our credibility 

24 very much depends upon thedeg~ee to which we want 

that agreement enforced, assumJng that the other 
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1 side is not living up to its en~ of the deal. 

2 

3 

4 

In that respect, I have in~~oduced 
,[ 

1e~is1ation in the past called the Trade Agreement 

l 'k· I . l' fCompliance Act. I would ,~ e y~lur genera v~ew 0 

6 

that approach, if not that specific statute. . j 
Mr. Kantor. As I said in jY statement, the 

. 

7 enforcement of agreements is extremely important, 

8 not only the" enforcement of our laws. The 

9 

11 

agreements are not just pieces of paper. . .. j 
We should not spend so much time and effort 

. ,1 

and energy and emotion negotiat~ngthese 

\ 	
12 . ,agreements if we are not going lo try to carry 

" 

13 	 them out in every aspect. 

14 . And I think in. the past, .. trer~,~t~~, been 

'instances--without.criticizing anyone 
I, . 

16 	 particular1y--where we have ignore~ .for various 

17 	 purposes those agreements. 

18 And I would welcome the chance to sit down 
I 

19 	 with you and discuss your 1egis!l.ation and discuss 

it with other members of this ctmmittee. I think 

' 	 'I .
21 	 we need to b e resol ute ~n enforc~ng those 

22 agreements and frankly, Senator, developing 

23 credibility with the American p~b1ic, if we are 

24 going to do that. 

I think 	nothing would be for our 
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1 ability to open markets than to be credible in 

. :I · 1 d2 showing that we will enforce eX1S t 1ng aws an 
!I 

3 agreements. 
I. 

4 Senator Baucus. And your general impression . . . I 
" 

of the agricultural tentative agreements in the 


6 Uruguay Round. As you well knOW! during the 

I 

7 period 1975. to 1985, the European·economic 

. .' ..1,·
8 commun1ty turned around from be1ng the world's 


·9 largest net importer of agricultlral products to
! .. 
being the world's largest net exporter of 

, ;1 . . 

11 agricultural products. Basically, it is a 

12 consequence of its CAP. 
I 

13 We in America then enacted :rrade legislation, 

14 including EEP, Export Enhancement Program, 

etcetera, to counteract and deal'with the very 

16 

17 

18 

heavy European subsidies. As yo~ well know, the 

turopean1s' export subsidies lasJyea~ ~as about' 
. :1. 

$11 billion total. Whereas our total EEP program 

19 was about $1 billion. 

And our position as negotiators was 100 

21 

22 

tPercen . 
then we 

f · d t . f . 'I b' •d"0 re uc 10n 0 export su S1 1es. And . r 
lowered it to 90 percent. And then, we 

23 ended up with 24 percent reductJon in European 

24 export subsidies. 

It means the Europeans will' continue with 

,. 
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': 
1 roughly 	$9 billion export subsidies alone. We 

. j . 
will have less than ~1 billion~ 0ur whole farm 

program is less than $20 million.;. And their whole3 

!apparatus in 	agriculture is much more.4 

I
Your general 	impressions as to how well we 

. . I, 
6 did as a country in that .agriculture negotiation 

7 of the Uruguay Round. 
I ~ 

8 	 Senator Mpynihan. I am goin'g to have to 
, .1 

9 	 Senator Baucus. If I could ;dust get his 

:short response. 

11 Senator Moynihan. Sure. 

12 Mr. Kantor. I am deeply concerned and want . r 
13 to look carefully at that. Let me just indicate 

14 that it is not 24 percent, the BIlair House 
....;...:.:".:.,, :':"'~:"'~!'U:';;'''f''''''';''~'':''-JII ." .';/;.;-,:...:,.... '., ....".. . .,.

Agreement . Senator',' '1:t is "ti'Ow down 'to 21 percent 

16 over six years .. 
..'. "' 
.1'" ~. 

17 	 And we started the 86-87 basis. You know and;, 

18 I think it discussed with Senator Conrad. 
r ' 

19 Therefore, it will have an exaggerated impact on 

. 	 ..1.
U.S. agr~culture. And I th~nk we want to look 

21 carefully at that agreement. 

22 We also have 	within the Dunkel text, the 
I 

23 draft final agreement itself on internal support 

I ' 
24 that'supports the question of a 20 percent 

,I 

reduction each year. I want to take a look at 
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1 that very carefully as well. 

2 Agriculture, as many of you know--you are 
/ . 

3 experts up here, like Senator D9le and you live 
r . 

4 with it every day--represents aiout 10 percent, 

over $40 billion a year in exports. It -is a 

6 critical, critical part of r our 7xport strategy for 

7 this country. 

8 And I think market access lssues in the 

9 
. ,/ .

Uruguay Round w1th regard to ag~1culture concerns 

me as well. So you have market" access. You have 

11 

12 

the subsidies, both export subsidies and internal 
. l 

support, as well as the Dunkel draft we should 

13 take a look. at. 

14 Senator Baucus. I appreci'rate that. I am 

very much looking forward to w~rking with you. I 

16 wish you luck. 

17 Mr. Kantor. Thank you, Senator. 

18 Senator Moynihan. If the committee would 

19 al'low a' brief interruption. 

[Pause] 

21 Senator .Pryor. I must say, Mr. Chairman, 

22 

23 

Ithat I spent 10 'minutes downstairs sitting in the 
. j . 

Judiciary Committee. I thought I was in the 

24 Finance Committee. So I Iapologize. 

[Laughter] 
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1 Senator Pryor. ,We will get 1ur regular 

2 hearing room back some day and I will know where I 

3 am I think. 

4 Senator Moynihan. Senator Packwood has 

5 indicated that he would bewillin~
II' 

to have a vote 

, I • t' t th·1 t'6 on Mr. Kantor s nom~na ~on a 1S 1me. 

7 We have heard your statementJ We have had an 

8 E~xchange between two members from, each side of l:.he 

9 •.­ we have no sides· in this commit.tee. We have . 
, , ,I 

10 had an exchange between-two members. 

11 If there is no objection, I lould accordingly 

12 move that the .committee recommend that the 
J , 

13 nomination of Michael Kantor to b~ Uhited States 

14 Trade Representative be confirmed·when received by 

15' the Senate. Is there a second? 

16 Senator Chafe~. Wait a minute, Mr. Chairman. 

17 :r do not think this is the proper, way to proceed. 

18 Senator Moynihan. The objecfion,is heard. 

19 Senator Chafee. I think that these things 

20 .are not a charade. I think these hearings are 

21 worthwhile. And most of us have 'I~ery little 

22 knowledge of Mr. Kantor. I think at the proper 

23 time after we have had a questio~liri9 of him, then, 

24 ,we can vote on him. 

25 , Senator Moynihan. Fine. I say to my 
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1 friend from Rhode Island that the suggestion was 

2 

3 

made from that side of the aislet 

Senator Chafee. Well, it il just so that he 

4 can expect perfection from this .l~de usually, but 

not always. 

6 [Laughter] 

7 Senator Moynihan.
.r . 

And the ;chair also said, 

8 "If there is no objection". An~ objection is 

9 heard. We will proceed with our regular hearing. 

Senator Dole. 

11 Senator Dole~ Mr. Chairman, thank you for 
ii, 

12 sort of letting me sort of brea~ in here~ I would 

13 like to include my statement on :the record. 

14 I would like to indicate tti~t I have visited 

with Mr. Kantor. We ha,d. a good 'visit with a 

16 mutual friend of many of us, Rooert Strauss, a 

17 former U.S.T.R. who did a good }Ob wi~hout much 

18 previous experience, aSSenator:Baucus has,: 

19 indicated. 

And I also want to reflect for the record, I 

21 think Carla Hills has done an outstanding job, 

22 another Californian•. 

23 Senator Moynihan. Can we vote on that? 

24 Senator Dole. Yes. 

[Laughter] i: 
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. ..... 
J.,....:.,!:·-'.·1f~':~t,;!",..;~··· 

I 

1 Senator Dole. But I think:~s someone has 

2 already stated, I think person lor person, your 

3 agency has more impact on the economy than any 

. ./ 	 114 	 other Federal agency. And '1 t 1S a very sma 
I, 

agency, which I think is a real "opportunity for 
I 

6 	 you, one of the most important jobs in this 

7 	 Administration. 

8 You are going to know everybody on a first ­

' . f th l d ' t t9 	 name basis. And 1n some 0 ese epar men s, ~ou 

will never know anybody because you see so many. 

11 And I think, plus, your close relationship 

12 . th thW1 e . d tIt' . :/,PreS1 en -e ec 1S g01ng to mean that we 

13 are going to have direct access in most every case 

14 on very important trade issues. 

And second, as you pointed' out'/T' think this 

16 has been over the years pretty much of a 
. / . . '~~:' . 

17 bipartisan, nonpartisan relationship with the 

18 U.S.T.R. We have had off-the-~lcord meetings with 

19 the U.S.T.R. Carla Hills and hlr predecessors are 

called by the chairman•. 'I knoJ that Senator 

21 Moynihan will continue that. 
:' 

22 And so we look forward to-tvorking with you. 

23 I think it is a very important agency. I want to 

24 share the concerns expressed bj Senator Baucus, 

. and I know Senator Conrad, Senator Daschle, and 

i··: 	
I 
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1 c)thers from farm states. And thet"e are a number 

2 c,)f farm states represented on 
I

both sides of this 

3 committee. 

4 We would rather have no agrel~ment than a bad 

5 agreement. We are not quite as anxious as some to 

6 put initials on 
, ,I

something until le make certain 

7 that it is not going to have an adverse impact on 

8 "­American agriculture because if you eat, you ought 
:1: 

9 to worry about agriculture. If you do not eat,
I ' 

10 well, do not worry about the farmers, but most 

11 people eat. 

12 So I ask ,,·that my statement lj:>e made a part of 
'i 

13 the record~ i 

14 Senator Moynihan. Without 6bjection. 

15 [The prepared statement 
:i:

of Senator Dole 

16 appears in the appendix.] 
, 

17 Senator Dole. And then to 'follow up, I think 

18 you covered most everything in yrur statement on 

19 the question of ethics because ttlere .has been a 

2,0 lot of concern, some mixed signals from some in 

21 the incoming Administration. 

22 I would ask that I be permi~ted to present 

23 these questions. You can answeJ, those in writing. 

24 Senator Moynihan. ,If that ,can be done by 

25 5:00 o'clock today, sir. 
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1 Senator Dole. They are right here. 

2 Senator Moynihan. They arj right here. 

3 And I note that Senator Das1chle will have 

4 similar questions also by 5:00 J'ClOCk. 

[Senators Daschle' sand DoJ,e' s questions 


6 appear in the appendix.] 


7 Senator Dole. Thank you, Mr. Chairman. 


l
8 	 Senator Moynihan. Th~nk you, sir. 

\ 
9 	 And Senat'or Chafee. 


Senator Chafee. Thank you,; Mr. Chairman. 

:1, 	 , 

11 	 First, I want to say thatl do not think that 
II 

12 . any problems are raised by any lack of direct 

13 experience in trade matters, as has been pointed 

14 out. 
: ".; ~.\ '_";~"'~~:::;:)''el;; I L ; :/:.~~:'::':.;;:~_~ . .., 

Since I have been on this committee, there 

16 have' been four trade- nego..tiatorl, Bob Strauss, 
" - '1 

17 

18 

Bill Brock, Clayton Yeutter, .and Carla Hills. And 

l none of them to my knowledge had any sUbstantial 

r
19 experience in trade matters. Maybe Clayton 

Yeutter had to some degree. 

21 So I know th~t as far as that goes, you will 

22 do an excellent job. And that ls not a problem. 
. "I, 

23 I would like to ask, senatrr Sasser said that 

24 you will bring a coherent stra~rgy to trade .. 

Could you tell me who is going to be in charge?
I 
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1 

2 

3 

4 

I read about this new National Economic 

I .
Council which you yourself refe~' to 1nthe answer 

, :1 
to a question that you have to consult with that. 

r ' 
That is going to be headed by M~.Ruben. I 

I suppose the Secretary of Commerce will be in on 

6 that group. i, 

7 Can you tell us how this is all going to 

8 

9 

k?wor. 

I 

'h' . b' hi ?W 0 1S g01ng to e 1n c arge. 
, il. 

have had experience.' ,I noted the other day 

, J
that.when everybody is in charge, nobody is in 

11 charge. 

12 Mr. Kantor. I think that is correct. And 

I 
,13 like you, Senator, I do not ,want to be held to 

:1
14 that standard of perfection also, but I think I 

:1 

can hopefully give you an answe~ to that question 

:116 that will clear it up. 


17 As you .know, the president-elect fully 

j 

18 intends that I will carry out' the dictates of the 

19 law as supported by thi~ commit!~ee.' I will 

coordinate trade policy. I wiJ~ speak to the new 

21 Administration on trade. 

22 I will negotiate trade agi:eements, but as you 

23 know, each of the issues which i:I face""':'whether it 

24 is the multilateral steel agreement which will 

come up very quickly righ:t now,as we face the 
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1 antidumping cases where a prelim~nary decision is 
, I 

2 due on January 26 or when we face other matters, 

3 such as MFN status for China, ~hJ;ch we have to 

4 face in April if we are going to address it in the 

june timeframe--cuts across a number of agencies 

6 of the United states Government. '~ 

" 

7 As you well know, Senator, better than I, 

.' I d 'd8 those two 1ssues cut across State an Commerce an 

. . It ,I k b t9 Treasury and 1n Agr~cu ure , as we spo e a ou 
, /'

• ,I , 

earlier with Senator Baucus and Senator Dole. 

11 So therefore, to coordinate the decision­

12 making with the Trade Policy Review Group, which I 

13 am sure you are famil iar with, i'~ the deputy level 

14 cannot reach a decision, we will:, have the National 

Economic Council to bring the Cabinet secretaries 

16 tOg:therto have a coordinated' alnd comprehensive 

17 administrative approach. 

18 I will bring to that council, not' only my 

I
19 leadership in the trade area, but also my 

, ,j 
consultations with all of you, the Ways and Means 

21 Committee and those of your cOIJeagUes in both 

22 bodies, in order to try to brinJ some sort of 

I
23 balance to how we ap~roach these decisions. 

I 

24 The fact is, the NEC in this area takes the 

place of where the BUS~ Adminislration had what 
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1 they called a Policy Review Groul:which did the 

2 same thing frankly with regard to trade in the· 
. :1: 

3 Bush Administration when the Trade Policy Review 

4 Group could not reach decisions. 

5 So therefore, we have to have a coordinating 

6 body to go to. I will be the lefder in that area 

7 and coordinate p'olicy. I will have, as stated 

8 before, direct access to the prelident-elect in 
r . 

9 discussing these issues, but the¥ cannot be 

10 discussed out of context because other Cabinet 

11 secretaries have significant responsibilities in 

12 the area of trade. 


13 And it would be fool ish on fY part not to 


14. have full consultation and coordination. And 

15 . then, I will carry the load in J~rms of advocating 

16 the policy that the president-eJect then decides 

17 will be the policy of the uni ted: stat~~ . 

18 Government. 

19 Senator Chafee. Let me ask you anothe.r

. I 
question. You are going to hear a lot of 

21 suggestions and possibly from IS0me members of this 

22 committee, I know, that there i1 something 

23 inherently evil when another colntry has a vast 

24 

25 

trade surplus with us. 
~ I 

Somehow that equates with unfairness. Yet, 
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1 it does not seem to work the other way. When we 

2 have a substantial trade surplus with another 

3 Nation, that is not evil. We have 
:' 

a trade surplus 
' 

4 with Australia. We have a trade, surplus with EC. 

Could you give me your reacrion to the 

6 suggestion that, there is something wrong with 

7 another Nation having a trade sJrpluswith us? 

8 Does that inherently mean there Issomething 

9 unfair? 

Mr. Kantor. Not inherentlY, Senator, not in 

11 my view. It does, mean you shouJd , I' take a careful 

12 look at ,why that deficit was created and what was 

13 its genesis. 

14 For instance, in the case ~f Japan, we will 

have about a $48 or $49 billion'trade defiCit in 

16 1992 it appears. That itisthj rec~nt estimate. 

17 Japan will have a $120 billion to $130 

18 billion export surplus in 1992 .• Two-thirds of our 

19 deficit with Japan is auto and ruto parts, as' 

Senator Riegle well knows. We need to look at 

21 that closely. 

22 Are there legal or extra lrgal impairments to 

23 trade with Japan in that area q,r any, other areas? 

24 But you are right, it is not inherently evil 

or wrong or illegal' or we ShO'ulld not init:iate a 
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1 301 action just because it exists:. 

2 On the other hand, I think Jt would be 

3 foolish on my part, if recommendJd by this 

4 
. 'Ii

committee and confirmed by the Senate and sworn in 

as Trade Representative, 
. I' 

to 19nore the problem. 

6 And I will not do so, but I will consult closely 

7 with this committee. I' 

8 Let me just say, Mr. Chairman, as you 

9 indicated, I would, welcome the oJportunity to meet 

with this committee on a regular basis in private 

11 'or public, whatever the wish i~ ef the committee 
, :1: 

12 to discuss this and many other i~sues. 

13 I think it is critical that ,we keep in close 

14 conSUltation. This is just not empty rhetoric in 
,'I ' ' 

the statement that I made. I think it is as 

16 critically important to the succiss of what I do 

17 that I consult with this committie. 

I: t . .
18 Senat or, Cha f ee. We 11 , I see my 1me 1S up. 

. t th t d / . .' , f 19 Let me JUs say a many eC1S10ns as ar as 
, "/' ' 

trade 90 are made by the consumer, as you well 
, ,Ii 

21 know. Surpluses come about because consumers take 

22 certain actions. And it is not heceSSarilY wrong
" , I' 

23 that some Nation has a trade surplus. ' 
I , 

,I
24 Thank you ,very much, Mr. Chairman. 

, :1 , 

Senator Moynihan. Thank yo~" Senator. 
I 
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1 And Mr. Kantor, we take your 

! 
proposal that. we 

. th t' .1. A d 2 meet reguI arI y W1 grea ser10usness. n we 

3 will do it and early, if we ever,!get you 
" 

4 confirmed. I do not know about that. 
, 

:1 
senator Riegle. 

I 

6 Senator Riegle. Thank you y:ery much, Mr. 

7 Chairman. 

I 
8 First, Mr. Kantor, let me say that you have 

9 my full support. And I think it "is great that 

your family is here standing with you today. 

I
11 think you have the talent and the toughness to do 

, I 

12 this job. ,And it takes both eleJents.
I' " 

13 I want to follow-up on Senat'or Chafee' s 
I ' 

14 . comments. And I want to just il~ustrate for a 

moment the dimensi'(;~ '<oi:J.f~!"~:~;'6bJl~mth·at,.~0~ are 

. .. b '. . l . .. 
16 1nher1t1ng ecause .y.o~ al;'~e:·,comlng. 1nto a s1tuat10n 

17 where a massive problem ~'as'deve~oped: And we , . . I 
18 have not dealt with.it a~eqUatelj, as a c~untry. 

19 And I want to Just 11lustrate on th1S chart 

that you see here what our cumuljtiv~ merchandise 

21 trade·deficit has been just sincJ· 1980. 

22 . This chart is notched in $ldo billion 

23 segments. We do not usually havJ charts that 

24 score that high. You will see tJ~t by the end of 

1992, we had accumulated a merchjndis~ trade 
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1 deficit of nearly $1.2 trillion. ' And it has been 

2 terribly damaging to our economy and to our job 


3 base. 


4 , If 'you / could just go to the,
'next chart now. 

I want to illustrate what has happened with Japan. 

6 Senator Chafee raises that issueJ ' ' 
7 If you look at the pattern lf bilateral trade: 

8 deficits with Japan, they are abJolutelY shocking 

9 and indefensible. And they have done great ha~ 

to this country. And they have 40ne great harm to 

11 alISO States of th~ country. 

12 If you look. at what has happened, we started 

13 out in 1980 with a trade deficit with Japan of 

14 about $12 b,illion. By 1986, it' was up~ And in 

1987, it was nearly $60 billion. I It has dropped., 

16 some, but it has not reversed. 

17 And it is getting larger again: in 1992, the 
, :1: 

18 	 figure of nearly $45 billion. 'That means that 
, I:'. 

19 	 Japan, net, is taking at least $3,.5 billion every 

month out of the U.S. economy .• Jnd it is 
, 'I 

21 	 stripping our job base, particularly in 

,; ..
22 	 manufacturing. " 

23 A net deficit of. our country in favor of 

24 Japan of over $.5 trillion since 1980 is 
, 	 " ' 

absolutely indefensible. And we seli,many things 
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1 in all other areas of the worl~that we cannot 

2 sell in Japan because of the barriers of entry in
;! 
., 


3 that country. :i 

·1 

4 	 If I could have the next ch.art, please. 
. ii 

5 	 We are now seeing Mainland "China, communist 
. 	 1 

6' China, following Japan's example. And you are 
. . ··;1 ~ 

7 seeing an explosion in the defic:itsthere. In 
, ., 'I:'.; . i: 

8 fact, we can~ot keep the numbers! up to date 

9 because they are growing so r~pJdlY. 
. :If . . 

10 	 In this case, we have currency cheating, the 
. ' i

'I'. 

11 use of slave labor ,in Mainland d~ina, and other 

12 things. We are going to havea:traded.ficit with 

13 Mainland China by the end of t,h~ year just 

14 finished. When the numbers are .finally 

15 accumulated, it will'exceed $15 ~illion, another 
" 

16 illustration of this problem. 

• I,
17· Finally, the last chart, 1fl I may. I want to 

18 ask you and suggest to you an approach here in 
:1, 

19 terms' of dealing with the Japane~e bilateral trade 

2.0 deficit. 

21 	 Some of us have.argued that!
I 
the thing to do 


i 


22 is to undertake discussions with.: the Japanese that 

23 would take this deficit of some~45 billion a year 
. -	 'I; 

24 and bring it down in 20-percent-~-:-year -reductions 
II· 
,. 

'25 over, say, a five:-year period ofii:time. 
'i 
'i 
-11' 
,I 
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I 

1 In other words, an 

2 to get, Senator Chafee, 

3 rough balance of tr~de 

4 actually achieve that. 

Maybe we will have 

6 unless we get ourselves 

orderly reduction in order 
. I 

to a balance of trade, a 

wi~h Japant We may ne~er 
I 

'I 

a slight ~urplus,but 

on a path:like this in 

7 terms of an unde~standing with a G:1,ountry.that has 

8 Cl managed trade relationship, I de::> not see how we 
. I, 

9 are going to break the back of these deficits that 
. . . . I, . 

are draining jobs and economic.st:nergth out of 

11 this country. 

12 NOw, my friends on the other.:side who want 
" 

13 deficit reduction~ we all want deficit reduction. 

You cannot have it if the' unemplo~ment rate is14 
. I 

above seven percent in this country. In Japan 

16 today it is 2.5 percent. I, 

17 In fact, Japan has just undertaken an $80 
11 

18 billion infrastructure investment;program which 

19 t:hey are paying for in large part 

s;urplus they have with the United 

. . 
:by the trade 
I 

'States. And we' 

21 are talking about whether we can come up with some 
, '.11'j . 

22 Dlodest amount of money for an infrastructure 

23 investment in America. .! 
'II, 

" 

24 So we need an American trade strategy. And I 

am confident that you are the person to spearhead 

. J 
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1 that effort. I do not think tha~ means 

2 belligerence on our p'art. I thihk we have seen a 

3 lot of belligerence directed our,; way in terms of 

4 why these numbers are so adverse;" to us. 

5 Is it within the realm of your thinking to 

l
6 believe that we ought to try to strive for some 

7 kind of an orderly reduction inhhis bilateral 

8 'trade deficit with Japan? 'I: 

9 Mr. Kantor. Wecerta~nly ought to seriously 
I 

10 consider that approach, Senator. As you know, we' 

11 have considered a number of approaches. They have 
. I: , 

12 been product-specific at times, sectorial at 

13 times. 

14 Now, we have the impedimentis initiative .that 
. ':1 1 ':"". 

15 has been going on with Japan u~d:~r this 
, 

16 Administration. We need to look;at'other'ways, to 

17 be flexible to address what you ~orrectly point 

18 out is a difficult problem. 

19 As you know, we had a $19 billion overall 

20 trade deficit with the world 
r

in ~980 •. It grew 
; 

21 five times in the 1980s. It was 'down in 1991 to 

22 $66 billion. And unfortunately, it looks like it 

23 is going to go.up to about $80 to $82 billion in 

24 1992. 

25. We have to look at that closely. We.have to 
d 
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1 consult on these. I think this committee has 

2 tremendous expertise and can helb this 

3 Administration, along with the wiys and Means 
, 1 

4 Committee and other relevant members of both 

Houses to develop a policy that iill be effective 

6 in its approach. 

7 That is not discriminatory .• ' That, does not 

8 

9 

mean that that is bashing anyone.: What it means 
. I' 

is that we have to look at this in realistic terms 
, I 

and try to be effective in our approach. 

11 

12 

Senator Riegle. Thank you ~ery much. 
. I' 

Senator Moynihan. Thank YOlil, Senator. 

13 Senator Conrad., 

14 Senator Conrad. Thank you, !Mr. Chairman. 

Welcome, Trade Representative-designee l 

16 Mickey Kantor. i; 

17 I was 
"'I

thinking this morning" I have known 

18 

19 

1Mickey for 22 years. And I can say to the other 
11, 

members of this committee, we have a tough, smart,
'I' 

extraordinarily hard working Trade Representative­

21 designee. 

22 I am very hopeful, Mr. Chair;man and members 

23 of the committee, that we will clnfirm Mickey' 

24 Kantor very quickly. 

"There has been some comment in the press I 
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see that there is a lack of direct experience of 

·2 'Mickey Kantor in trade. Like I 

1 

say, there is no 

lack of negotiating experience ci~ Mr. Kantor. 

4 And I have seen first hand ~nd directly the 

extraordinarily negotiating talent 'of Mickey 

3 

Kantor. And that is'preciselY Jhat the United 

7 states needs. 

8 Needless to say, I represent a state! that is 

6 

J. 1 1 . . d9 t h e most agr1cu tura State 1n \0. h e Nat1on. An 

agriculture is deeply concerned about the general 

11 direction of the trade agreemenus that we have 
. '., ,I:' 

12 seen, the Canadian Free Trade Agreement that 

13 allowed an unprecedented amount ::durum goods to 

corne into this country from Canada that absolutely 
,',' -::';-:~::t~:i~~""",*,"" "'>";'+'-"':'~ :'- ',:':'., .~>,).:" , :,:.' .•, ' 

collapsed the durum market of this country. , 

,1:. . ' 

14 
," 

16 I would say tq:l1r'::':J,<antor1ndme~ers of the 

17 committee, my State is on the front line with 

18 respect to the, Canadian Free Trlde Agreement. 

19 Eighty-seven percent of the dur~m that is produced 

in this'country comes from my State. It is, a very 

21 popular product. And yet we sal the durum market 
J 

absolutely collapse in o~r stati after the22 

I23 , Canadian Free Trade Agreement because Canada can 

24 h .S 1p th . d t1S pro uc tou dan we I t"caryno 
, 

h' .s 1P a .slngle 

bushel north to Canada. 
, 
1 

.1 
I 
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1 They have a requirement that: they cal'lend-
I, 

2 use certificates. We have no similar requirement· 

3 on their exports to this country J They operate 
Ii 

4 using a Canadian wheat board, no price 

transparency. We operate in a c~mpletely open 

6 market. Any day, you can go and see in the 

7 .Chicago markets what grain is trading for. 
i. . 

8' And the Canadians are very ~lever. We have 
.' '1; 

9 already caught· them in South America, going and 
.' . 'I, 

telling our South American customers, "Don't 

11 worry. Whatever· the .pr.ice is in:,the United 

12 States, we will beat it by five cpr ten cents a 
1'1 

13 bushel, " using the Canadian wheat board to move in 

14 a way in which no one knows what' .the price is 

except those who are the buyers. 

16 	. And I say to Mr. Kantor, these are the 

:1'·_·
17 reasons agricult~re is deeply concerned. They 

. r 
18 already see the straws in the wind with the 

19 Canadian Free Trade Agreement. 

NOW, they see a NAFTA agreel!lent, a NAFTA 

21 agreement, for example, on sugarl~ Sugar is a 

22 major industry in my State, a $1:billion industry 

23 in the Red River Valley of North!, Dakota and 

24 Minnesota. 
,, 

And we see an agreement in ~hich Mexico, that 

" 
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1 is an importer of sugar, is bern, told they can ) 

2 have direct access to our sugar market if only 
'I; 

3 they show a' surplus with the united states for two 

4 years. 

And anybody in the sugar industry knows they 

6 can very easily become a surplus Nation very 

7 quickly. All they have to do is convert the soft 

8 drink industry in Mexico from using sugar to using
li 

9 	 corn sweetener.. They will be a surplus country~ 

.~nd they will have direct access :iinto this market. 
I 
I 

11 	 And I tell you, that will be a body blow to 
:1; 

12 the sugar industry in this country. And on and on 

13 it goes. 

14 I have just been advised that our negotiators 

made 	 a mistake with respect totAe barley and malt 
.1 

16 equivalency measurement. USDA c~edited 700 
. I' .. ­

17 kilograms of malt as equivalent to one metric ton 
, 'Ii 

·1 

18 of barley instead of 770 kilograms. 

19 I just give that examPle,Mt. Kantor, because 
·1 

this is what so frustrates agrictlture. The devil 

21 is in the details. And over andover, our 

22 negotiators,with respect to agriculture have not 

23 been on top of the details. 

24 I can say to you and members of the 
I: 

committee, I have spent a great deal of time-with 
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1 Tram Von Tem who is the chief neg0tiator for the 

2 Ee in the GATT Round, a brilliant man, absolutely 
/ 

3 brilliant. 

4 And they have a plan and they have a 
I 

strategy. And I think it is very'lclear what their 

6 plan and their strategy is. They· intend to, 

7 dominate world agriculture trade., 

8 And so I just .ask Mr. Kanto~l~ to pay close 

9 attention to these i~sues. I know you will, 

!!ickey. 

11 

12 

And I just ask for your general observation. 
.I 

with respect to what you have sei~ in the 

13 ':lgricultural sectors that you hay,:e looked over the 

14 history. 

Mr. Kantor. Two things come to mind, 

16 

17 

18 

1Senator. And I appreciate your comments. And I 
'I!

will play close attentio'n, as I indicated to 
!I: 

Senat'or Dole who has now left. We spoke of the 

19 .same th . 
~ng, as you know, h . l.S . I:conc:::erns . th . 

l.n~s 

21 

22 

area. 
l ' , 

The President-elect has sPok,'en to this in 
'I 

terms of asking for one of the three supplemental 

23 

24 

agreements we intend to negotiatl with the Mexican 
I: 

government as a result of NAFTA and unexpected

I 
surges in imports into this country which will 

", 

Moffitt Reporting Asspciates 
(301) 350-2223i 



5 

10 

15 

20 

25 

66 

1 particularly affect agriculture and particularly 

2 be protective, we' hope, of the,sbgar industry, if 

3 such a surge should take place. 

4 There is currently language in NAFTA, as you 

know better than I, which involves itself with 

6 surges, which we do not think is; tough enough., 

7 We believe we can reach a supplemental 
, I, 

8 agreement in that connection without opening up 

I'
9 NAFTA again, which we do not want to do. But we 

I 

think we can do that., 

11, Number two, I think in my colloquy with 

12 Senator Baucus a little earlier in answering your 

13 questions on the Uruguay Round, re talked about 

14 internal' supports as. well. as exPlort ::bsidies. We 

talked about the Bla1r House Agieement 'on'November 

16 20th and the Dunkel draft. I think that has to be 

17 looked at closely. 
( 

18 You are right., The devil is in the details. 

19 I think Ambassador Hills has doj~ very well, Mr. 

Chairman, to get into those detjils. If I could 
I,

21 do anything, Senator Conrad, I would like to be 
:1; . 

22 the best of Ambassador Strauss and Ambassador 
. 'I: 

23 Hills. I think I would do quite; well by doing 

24 that. 

senator Conrad. Mr. Chairman, if I might 
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I 1 just conclude by saying, if I wer-e in trouble, 

2 would like to have Mickey Kantor working on my 
\ 

3 behalf~ And I think we are in tr-ouble on trade. 

:I:
4 And I am glad Mickey Kantor is tli'e nominee. 

I~ 
5 senator Moynihan. A very ha.'ndsome statement, 


6 sir. 


7 And senator Danforth. 

, 

8 Senat,or Danforth. Mr. Chairman, thank you 
, ,I: 

9 very much. And congratulations on your new role. 
/, 

10 And Mr. Kantor, congrat ulat ions to you. , 
, r 

11 Mr. Kantor. Thank you, Sena:tor. 
I: 

12 Senator Danforth. What I know of you, I 

13 think you will be an excellent uJS.T.R. 
I: 

14 One of the main problems that we have had in 

I: 
15 international trade has been a lack of 

r
16 credibility., We seem to say something and not 

17 follow through. We 'tend to berlallY blowhards, 

;18 ' think, in international trade. ~ 
i 
i 

19 We make verbal commitments>: And then, we do 

20 not do anything about verbal commitments. We 

21 negotiate agreements painstakingly. And then, we 

22 do not follow through on the remldies that are 

23 provided in those agreements. 

24 You mentioned in your opening statement that 

,25 
/

with respect to the EC utility directives, I 

" 

I 
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1 think, you said that we should respond. 

2 There is a case in Which'lalst February'the 
/, 

3 U.S.T.R. said that it was going to respond unless 

4 it received favorable action by the European 

community by January of 1993. lit is now January 

6 of 1993. That time period, I tJ'ink,
'I 

has run out 

7 really by January 1993. 

8 Have you focused on the EC:utilities' 

9 directive? Basically, what it is, as you know, it 
. I:'· 

is an arrangement by the Europea:n community to buy 

11 

12 

13 

certain products within the Eurdpean community.
I:· , ,

We have said we are going ·tio act. We are 

going to institute sanctions ag~inst the EC. 
~ 

, 14 
, ' 

Nothing has happened. Do you have any views as to 
"..'j . 

'~-~':,what we should do?";'·'..:.·· 

16 Senator Moynih~n~ Thing~. l.ike.gene~ators?"'. .... ! . , :.. ~.~", '~"'; ­

17 Senator Danforth. Yes. 


18 Mr. Kantor. It is heavy electrical 


. . . /" . 
19 equ1pment, telecommun1cat10ns egu1pment. 

As you know, Senator, 
i 

much·of the public 

21 

22 

utilities as well as 

operations in Europe 

the telecommunications 
"./.~ " 

I 

goverm~ent owned ..are And it 

23 is a serious matter •. 

24 This directive has gone' inro,effect in the 

EC, although not all countries have adopted it 
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1 yet, but it is expectedthat·thei: will. It is a 

2 serious situation because ~heyrequire and this 

3 directive requires a 50 percent Jocal content in 

4 the equipment covered by the dirJictive, the heavy 

electrical equipment. 

6 senator Moynihan.. Local bei:ng the EC itself? 
:1: 

7 Mr. Kantor. Yes, sir. That: is right, 


8 Senator. 


9 And it is.a three-percent p~eference to 


locally made or locally-produced 

11 .category. 

12 , Senator Moynihan. By which 

13 European? 

14 Mr. Kantor. European. 

items in this 

., 
! 

you mean 

Senator Moynihan. 
1

Local has the context 

16 of 

17 'Mr. Kantor. I shoulasay E¢. 
! 

Thank you, 

18 Senator. 

19 Senator Moynihan. Yes. 

Mr. Kantor. I should say E¢. 

2i Because of that and because ,the directive 

22 also suggests that1t will allow'!arbitrarilY the 

23 

24 

denial of any bid. 

preference does not 

Even if the three-percent 
. 'Ii 

allow for the victory for an 
I: 

EC product, it. will allow for th~ disqualification 

, 'I 
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1 of a non-EC product as well. 

2 They have taken what was informal and now 

3 made it formal, this non-tariff ~a~rier to entry 
/ 

4 for very important products from .this country. 

As you know, President Bush :said in February 

6 1992, as you correctly said, that he would bring 

7 sanctions within 11 months. A~dl of course, that 

8 has not happened. That is on thl front burner. 
: ,I, 

9 I have discussed it with ~assador Hills, 

with Ambassador Katz. I have diJcussed it with 

11 	 the staff of the transition team::because there is 
I 
Ii 

12 no new Administration as of now .. : 

13 We are preparing documents in that regard and 

J 
14 	 will 'follow up on that matter. 1 have not yet 

discussed it with the president-llect, but will do 
I: 

16 	 so immediately after he has taken office. 
I .. ­

17 Senator Danforth. The general point I am 

18 making is that it is very common for us to cry 

19 wolf in international trade. If iwe cry wolf and 

then do not do anything, there is not any 

21 credibility. 
i 

: 
22 And my hope is that in your!tenure as 

23 U.S.T.R., when you speak, you will speak with 

24 authority., And after you speak, :!!YOU' will act in 

accordance with what you said yolli, will do. 
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