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1 	 Otherwise, I think that we fri tt,er away whatever 

. t 	 d' 1,:1'2 authority we have 1n ra e po 1Cy. 

:\ . 


3 Mr. Kantor. I couldn't agree more, Senator. 
'I M \ tc'~:z.~ ~ 

4 	 Let me just add that Prime Minis~er Hee dwa, late 

in 1992, indicated in a public ibterview that the 
:\ 

6 new Administration would do as all other 


7 Administrations, Democrat and Re~ublican, have 


8 done, and that ~s cry wolf earlyj beat our chest, 


'I 
9 	 talk about wha,t we are going to do, and then, not 

do it. 

"11 What I hope to do is the OP,os1te, 1S. to 

12 ,enforce the law and enforce our ~greements, but 

13 :not make· any bolder statements tJat we can stand 

14 behind. 

Senator Danforth. Let me say, if I can 

16 in th~ half a minute I have left,~ oil'seeds would 

17 be a similar type of situation. [,here.is a real 
:1 . 

18 violation of law, a violation of international 

19 clgreement. 

Two different GATT cases wer~ brought on oil 

21 seeds. No remedy. Then, we saidi llLetls 

22 arbitrate. II That was stiffed. 
, 

23 Then, we entered into an agreement purporting 

'I d :1'.24 	 to sett1e t h e 01 see problem. The'Amer1can Soy 

IBean Association and also, as a m~tter of fact, 

i 
Moffitt Reporting Associates 

(301) 	 350-2223 



5 

10 

15 

20 

25 

72 

1 the New York Times,have claimed ~his is a victory 

2 for the European community. 

3 Again, we had clear remedies available to us. 

4 They were not utilized. It weaklns our 

credibility' and also weakens domlstic support for 
, " J 

6 trade policy. Do you have comments specifically 

7 on the oil seed matter? 

8' Mr. Kantor. Well, I think ~e ought to look 

9 closely at the most., important. agreement we have 

reached. It was 
, 

on November 20th at Blair House.
I' 

11 The oil seed agreement, is part of, that. The Blair 
, :1 

12 House Agreement is part of the Ulruguay Round. 

13 There are some concerns I hJve with it. It 

14 deals with acreage" as you know, acreage 

limitations. And I think we ought to look at that 

16 very closely. 
",. 

.17 I think the oil seed ,area, oJ course, is a ' 

18 critical part. The agricultural 'exports 'is , 

19 something we' ought to-pay close attention to. 
. . 1 

Senator· Danforth. Well, I ijope we will not 

21 end up agreeing to something thaJ' is negative 

22 rather than positive as far as tJis matter is 
I, 

23 concerned. 


24 senator Moyniha~. Thank yo~, seriator. 


. tMay I Just volunteer only fqr myself that I 
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1 

2 

think both the general points ybu made and the 

•• 0 " dill 0spec1f1c p01nts you rna e are compe 1ng. 

3 

4 

. NOw, 

ratified. 

that utility· directivl has not yet been 

There is a rati'ficat~on process? 

Mr. Kantor. That is rightt Senator. It has 

·16 been adopted by the EC as of January 1. I think 

7 only one country in the 

8 Senator Moynihan. In the manner that we 
I 

9 adopt constitutional amendments and each 

. . constituent State has to ratify it? 

11 Mr. Kantor. Exactly. That would be an 

12 analogy to it, Senator. 

13 Senator Moynihan. If you would send them the 
I 

14 directive to think hard before they. do that, I 

1· . 


mean, that strikes me as unacceptable. 


'· J Of . ht?16 Senat or Baucus. Mr. Chalrman, 1 I mlg . 
.1· 

17 That·is a very good point. It is precedent here 


18 that that will work. 


19 The banking directive. You probably recall 


that a couple of years ago, the:EC proposed its 


21 banking directive. It had· the same kinds of 


22 consequences: protecting its mlrket. 

And we Americans, frankly, we were quite 

24 upset. It sent a very strong signal to the· 

commu~ity~ And they backed off.l So there is 
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precedent for doing so. And I --I 
Senator Moynihan. Perhaps our first 

3 consultation with you informally ,could be on this 

4 subject. Would you think so, Senator Danforth? 
. j 

5 Senator Danforth. Yes, I do,. 

6 Senator Moynihan. That you would just say, 

7 "Hold on now. If the EC starts that. way, then .the 
!I 

8 . next thing you know, we have trade wars, 

9 trilateral wars." 

10 Senator Rockefeller. 

11 Senator Rockefeller. Thank you, Mr. 

12 Chairman. 

13 I notice that we have ten members here. And 

I
14 I am t~ere is a w~y of 

"~:::I ,";-" ,:::." 
15 shanghaiing one additional one so we can vote, 

16 unless there is ani:':d~;ftict.lon. I:.guess I will 

17 proceed. 

18 Mr. Kantor, I read 

19 Senator Mo.ynihan. The Senator does raise the 

b . tAd' f th . " b .1 t . 'h ~o su Jec. n 1 ere 1S no 0 J~c 10n, we ave 

21 established a quorum. And there~ore a rolling 

22 quorum would be in order. And W'el could take a 

23 vote now while there are 11 of us1 present. And 
:1 

24 then we will see whether the fulll quorum could be 

25 because we are giving Mr. Kantor an awful lot of 
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.' 

1 things t~ do, but we are not giving him the job to 

2 do it with. 

3 

4 

I 

[Laughter] 
1 

Sen~tor Chafee. Well, Mr. Chairman, I do not 

get the purpose~f the hearing. Why do we have a 

6 hearing if we are all going to vpte before we 

i 'h . 'd ,If th .7 Senator Moyn1 an. I sa1 1, ere 1S no 
I 

8 objection. 
I 

I, 

9 Senator Chafee. But, Mr. Chairman, there are 

other ways of doing this. And crrtainlY, the 

11 question! is about a quorum. Th~l. fear is, by the 

·12 time .everybody finishes their questions, there 

13 will be no quorum. 
. i 

14 I think you ha~e established a quorum. When 

we are through, whether you havJ a physical quorum 

16 present 
, 
~r not, it seems to me 

'/
that you can then 

17. poll thel members and report out the nomination, if 

18 such is the desire of the membe~s. 
;1 

19 Sen.ator Moynihan. There have been opj ections 

to that.' We will take counsel, 'if·we may do so. 

21 Senator Rockefeller has the floor. 

22 
·1

Senator Rockefeller. Mr. jantor, I read in 

23 the newspaper a few days ago th(~:t a certain 

24 R k f 1'1oc ee' er was . taga1ns your comIfl'rmat;o'n.... I tw.an 

it to be clear that that was an uncle of mine and 
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1 not me. 'I am for your confirmation very much. 
, I 

2 Mr. Kantor. Thank you, Senator. 

3 Senator Rockefeller. And lam because of 

4 various principles, one of which is that I think 

that.a skilled negotiator is the' most impor-tant 
I 

6 quality of a U.S.T.R. person. 
I 

7 The iChinese have a phrase, 'j'Know your enemy 

8 like yourself, a. 1,000 battles, a 1,000 

9 victories. II 

And 'it is my belief of what I have come to 

11 .know about you in working with yrU over the past 

12 year or so is that you are not only extremely 

13 bright, but you are very shrewd. 

14 In answer to the questions this morning, one . I 
would .think that, in fact, you hJd already been in 

I 
16 the U.S.T.R. position for several years. People 

17 are now routinely asking you tecAnical questions 

18 which you are spitting back datel and all kinds of 
I 

19 details. I 

For someone who is not supposed to know about 
. 1 . 

21 trade, I think you have already demonstrated the 
I . 

22 learning curve is very, very fast •. Plus, frankly, 

23 I think ~ometimes it is good not'to know 

24 everything about a subject when you are going 
. I 

/ because you are not in a theological camp. 
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1 otheirs in the world. camp saj' nOh, good 

2 grief. Here comes all kinds of problems." And as 

3 a result,; they have to dO" this oj they do that, 

4 tough and soft, whatever it mighJ be to adjust.
I 

People are trying to figure: out who Mickey 

6 Kantor is as U.S.T.R. And I -like that. I think 

7 that is a very good position. 

8 I strongly believe not only 
; 

9 that Senator Danforth--with whom 
, 
I 

things iri trade--asked, but your 

in the question 

I agree on most 

answer to his 

11 question I thought was the most important 

statement that you have made, 
I .

and that 1S that 

13 . credibil~ty needs consistency. 

14 It needs patience. And you'do not need to 

shout a lot. You simply needtorfollOW through on 

16 

17 

18 

19 

your word. It has always been my view,.! 
. 1 

We have trade surpluses in response to what 
. I 

Senator Chafee was asking a few moments. 
, 'I, . 

Basicalli, the only t'rade surpluses are with 
I I 

Belgium, iDenmark, and the Netherlands. Those are 

21 the only ones that reach the $5, $6, or $7 billion 

22 level. Virtually everything else is a deficit. 

23 

24 

Ih I fl th "I ,ave a ways e t at S1nee. 1986 w1th the 
I 

• I
Sem1conductor Agreement when the'Japanese -­ for 

example, Iwe 
I 

should not just pick',on the Japanese. 
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1 because!there are other countries. 

i '1 
2 And the Europeans in many ways are rugged, 

I 
3 more intractable. It is just that we are more 


4 accustomed to dealing with them 
so we accept it 

more. 

6 But the Semiconductor Agre~ment did not work. 

7 We were1calling for 20 percent kenetration of the 

I k t . . d t I' . th8 Japanese mar e. 'Pres~ en Reagan, nl.ne mon s 

9 later, imposed a $300 million rbtaliation, ~so to 
. '/ ' 

speak. :And the Japanese had frankly openly 
·1 . 

11 admitted it was that retaliation that caused them 

12 to begin to respond.
I 

13 The level still has merit. It is still 15.9 

14 percent. There is lots of work, to be" done,. .:. ;'.' 
but I 

think cqnsistency,' being able t'o establish that 

16 you fee~ something strongly, th~t ·yoy-r negotiating 

17 positio~ is flexible, but when you have made up 

18 your mind on behalf of the ·cou+ry , it will be 

19· there arid it will stay is increaibly important. 

T~:change subjects, in th~' Uruguay Round, it 

21 would be my guess that we will not conclude one 
i 1/ . 

22 and that we probably will not conclude one by 

23 either ~he three months prior tl the final date, 

24 which brings up the question of, if that is to be 

the case and if that is not to be generally a good 
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1 thing and Ithe world trading syste'm is important, 

2 is it pos~ible to layout on the ~~le the idea of 

3 trying to:reach a Uruguay Round yreement on a 

4 lesser sc~le, perhaps on things which are more 

"eadily agreed to and then get aJ agreement on 

6 1:hose thi~gs? 

7 Mr. Kantor. Certainly, Sen~tor, that 

8 i!pproach should be considered. Js you know I there 

9 1liaS a view towards going for whaJ. people called a 
'1, . ' 

maximum package. That meant ever.ything from 

11 111larket acpess to subsidies to mu~t~lateral trade 

12 organization to other factors. 
I ' 

13 And they are including some provisions of the 

14 Dunkel dr~ft'that I am concerned,with and that 
, 

would invplve our antidumping and countervailing 

16 duty laws,. I think we ought to Jake a ...close look 

17 at that. 

18. 

19 

Mr. Chairman, 
: 

will be hiigh on my 
I 

that is 

agenda, 

one other subject that 
t 

if COjfirmed by the 

21 

United S~ates senate. And that is another thing 
I

in addition to the directive that we should 

22 

23 

discuss ~ogether.
I ' 
I 
I. 

I th~nk we need to take a look at that. I 

24 
I

think you are right, Senator Rockefeller. 
, 

are some jvery difficult problems, in market 

There 

access 
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I 

1 ()f manufacturing goods, of agricu1ltural goods. 

,. ,I h 
2. I see myfr1end, Senator Pryor t ere. He 

3 Jlcnows about Japanese rice. He kJows about 
; 'I' 

4 Arkansas rice,' my adopted home S'tate of ,Arkansas. 

[Laughter] 
1 . 

6 Mr.J{antor. And I think that we need 'to look 

7 closely a;t that. And that might ,make good sense., 

8 .but I think we need to talk about. it. I would not 

9 do it obv'iously without close coJsultation. 
I :1 

Ther,e. is obviously no new Administration yet. 
i . J " 

11 So we hav:e riot discussed it, only in the briefest 

I , ',.

12 ofterms~1 And so'I would be careful to say that 

13 no concl~sion has been reached, ~ut it is 

14 certainl~ someth~ng" thatt"B:~.%~~§'~011·"'''.'oc:!iSc!'SSion., 
I. ,._ 

Senator Rockefeller. Just one quick 
I " ' I 

16 question,: the Commerce. Department next_~week will 

17 ' release. its preliminary dumping Largins which 

18 follow its releases of subsidies margins. I guess 

19 it was in November~ 

If ~ts decisions are Positire which I expect 

21 they are,going 'to be for our domestic industry, 

22 that mayipromPt.a renewed i~terelt in a 
- I 


I 


23 multilateral steel agreement. 

24 And; I would just ask if you would consult 

~Iclosely with us, those of us w.ho care a lot about 
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2 

3 

particularly on this committee, jnd also that you
!., 

would noti agree to any EC proposals which permit 

4 

6 

subsidies' and particularly regioJal subsidies. 
l 'I 

Mr. Kantor. Senator, I appreciate that. I 

also think we~eed to discuss thl confluence of 

7 

8 

9 

the steel' dumping cases, the mUlJilateral steel 
. 1 

'agreement negotiations, and the Uruguay Round. 
II

As y,ou know, they all conneGt together, 
,I

intersect. And we have to look at that very 
. j. 

carefully,. It isa very important item. And I 

12 would like to consult. 

13 We qave a very large agenda if I am confirmed 

14 because ~hat is just one .more 

to be on~theplate, literally 

item that is going 
J :. . 

on~ m1nute after 12 

16 tomorrow~ 

17 
I 

Sen~tor Rockefeller. Thank you, Mr. Kantor. 

18 And thank you, Mr. Chairman. 

19 Mr. : Kantor. Thank you, se~itor. 

Senator Moynihan. It is SO( agreed. And that 

21 

22 

is a matter of consultation.
i . 

notes, Mr. Kantor, are you? 

You are not taking 

23 

24 

Mr., Kantor. It is in my h~ad, Mr. Chairman. 

·1.senator Moynihan. Senator. Rockefeller, I 

think --' 
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1 Mr.iKantor. In fact, I do have notes here. 

, d " 't' 1'12 I Just p 1t very surrept1 10US1j. 


3 [Lapghter] 


4 Senator Moynihan. Can I just point out that 

I

I believe it was Senator Rockefeiller who mentioned 

6 that there is a multilateral tra6e organization 

7 contemplated in the Uruguay Roun6and that it is 

8 big decision. 

9 And: ~it ,was expected .inthe United Nations 

I .agreemen:ts that were reached in San FranC1SCO that 

11 .. there WOhld be an international'ltrade 

12 organization. It would be modeled on the 

13 internat~ional labor· Organizationl'. 
: ···:1 

14 That came to,be in this committee, the .Senate 

Finance:committe~.It may be jJst as well because 

16 its head6uarters was going to bel in Havana. 

17 Sen.atorBradley. It may sJill be. 
\.' 

18 [Laughter] 

19 Senator Moynihan. Buttherileafter, the 

internat,i~nal organization consisted of Eric 
·1· 

21 Windham White and three secreta~ies ina villa 

22 outside :of Geneva. 

23 Anq whe:therthat was sufficient for the 

't t 'th t' i'f . t' 

of the Kennedy Round. This maybe a good idea. 
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1 It may not. It is to be determined. 


2 Senator Boren. 


3 Senator Boren. Thank you very much, Mr.
, 
! 

4 Chairman~ 

, I will be brief. Most of m~ questions have 
, 'II 

6 already 	been asked by my colleagpes. I am very 


' , h" th I I M
7 g1ad to 	hear, the emp aS1S at you pace, r. 

, ,I 


8 Kantor, 	 bn the side agreements i.,n terms of t,he 
I I 

9 free tra~e agreement with MeXiCl . 

I think those are exCeedingllY important a~d 

11 what supports the general thrust, of the agreement. , 

12 I think ~ithout the side agreeme1nts ,being pursued 
, . 	 I' 

13 vigorousl.y,' we could have some rleal' difficulty in 

I·
14 terms of: getting approval of NA1TA.SO I 

apprecia;te hearing your comments about that. 

16 I would also underline the comments that some' 

17 

18 

of my other colleanues have made in terms of ,no 
~ r 

agreemen;t and' GATT would be bet~er thahany 

19 agreement if 'it is not to our bJnefit. And those 

of us' who come frOmagriculturaJ States among 

21 others are very concerned about ,that. 

22 Let! me say, Mr. Chairman, ] not only support 

23 this nom,ination, I support it ejthusiasticallY. I 
, . ' ,I· . 

would agree with my colleagues who know Mr. Kantor 
I 

that he brings to this task the.two most important 
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1 qualitie~. 

2 One iis ability~. And I have had an 

3 opportunity to see him in action, in other contexts 

4 and to see his negotiating skills at work in other 

contexts.: And having negotiated,with some 

6 formidable negotiators around this table and not 
, 

7 	 taking anything away from any of them because they 
, i 

8 	 can .be tough in negotiation, you are certainly one 

i'
9 	 of the most able negotiators I 'have everseen.in 


action. ; 

, j 

11 .Mr. : Kantor . .Thank you, senator. 

12 Senator Boren.' And your prbfeSSional'career 
,I, ..' 

13 demonstrates that as well as my .own 'first hand 

14 e:xper ience with you.. 

And: so I think that is the most important 
,. , 

t it· 	 . k . d .16 skill. ~nd t~at along with a ve,ry qUl.C ml.n l.n 

17 terms of:understandi!lg the technical details we 

18 have seen in the course of this hearing, I think, 
I 

i 

19 will serve you in good stead.
I 	 . 

I think you also, along with ability, bring. 
i 	 . I 

21 the other quality I think is most important and 

22 that is a·true commitment to PU+iC service. 

23 I db not know how many of my colleagues know 

24 about yopr background in.terms d'f Y9ur actions as 

a citizen outside of government as a citizen 
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I 
I

1 volunteer~ but I would say to my colleagues that 
:1 . 

2 l~r. Kanto:t has been very active in areas near and 
j' 

3 dear ,to my heart. 
r' 

4 One is his work.as a private citizen in 
I 

\Jorking· with private organizations and private 

6 funding t~.help get started the L~S Angeles and 

7 californi~ Conservation corps Whi~h provides a 

8 1Ilonderful :opportunity· to young pe~Ple in the inner 

9 e:ities to; work on pa'rkprojects t~ learn the work 

E~thic. 

11 It literally transforms thei~ lives. It is· 
: I 


12 eme of the most successful programs .in the 

. 13 

14 

.c:ountry. :And in many ways he has 
I 

force behind that program. 

'been the driving 

And ~nother area 
!. 

he spends many,I many hours 

16 em .is the: cause, of campaign finance reform--which 

17 ~re will b~ addressing s~on in the'Senate--and as a 

18· 

19 

21 

22 

I1lember of jthe California Commissi0n on Campaign. 
• j 

F'inancing ~reform~ 
1 

So h~ brings to this job, not only tremendous 

Iability, but he brings with it a good heart and a 
! :! 

concern arid a care for public service. And he has 

23 

24 

I
demonstrated that in so many ways in his life. 

I 

I feel very, very fortunate, . indeed, that we 

have a 
i 

person of this quality willing to serve our 

Moffitt Reporting Asso6iates 
(301) 350-2223 



86 

1 country at this time., I am very enthusiastic 

2 about the!nqmination. 

3 And I know that my colleagues, as they-work 

4 i-.rith Mr. kantor, and' those' who hJve not worked 
, , 

5 '-.rith him ~n the past, as Senator Conrad said, for 

6 'many, many years, and those who nave not had the 

7 chance to: work with him will be Js enthusiastic as 

8 :r am and ~ill become more enthusJasticeVery time 

9 to have a~ opportunity to work wJth this nominee. 
, 

10 ' Let me just raise one point that I think has 

11 :not been raise<:i.Among our other concerns about 

12 our trading partneJshave talked~:;ATT, som~ of 

13 about.a c)llture exemption. And Je are alarmed 

14 ,about wha~ that can meaT\0::~f./lil:._,,'.'- " > . ' 

15 ,It can well mean that books, music, movies, 
. ' .•" ....... ," I 


16 creative products' inthis:-co'untr,' woulg not 

17 receive the protection and the 'fair treatment that 

18 'they deserve. 

19 And ~ just wonder i£ you are aware of ~hat 
, j,'.

2'0 problem and if this is an area tnatyou will take 

21 special concern. 

22 Mr. Kantor. Yes, I will, Senator. The 

23 protection of intellectual propeJty, in the Uruguay 
. ~ ,.' 'I 

24 Round has~ been a contentious issue, as you know, 
I ' l 

25 with a number of countries. It has enormous 
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1 imPlicati!ons for us. 

2 	 One iof ,our great export profucts of this 

3 country comes out of my area of the world, as you 

4 know, as 	many other areas. 
, 

Senator Boren. Right .. 

6 	 Mr . Kantor • It is 1nteresting to be from ' 
. I 

7 Nashville, from a country music state and then 
. I . 

8 live in Lo,s ,Angeles where other areas of 
:1 

9 entertai~ment are represented. So I am 
, 	 ,I 

11 

particul~rly concerned about that. 
I 
I

I have looked at it closely over the last 

12 three weeks since I have had a chance to look at 

13 

14 

it. That is one of the ma)' or' sthmbling blocks 

Iright now. I ,have heard this three or four times: 

no agreement is better than a bab agreemen~. It 

16 is always the case. 
I 

17 	 I had some very good advice the other day 

18 also that motion is not movement. And I think I,, 

19 ought to 'take those very seriouslly as I go forward 

. th th' . b . :1 hw~ ~s ]0 , 	 ~ssum~ng I can get t rough these 

21 hearin<;Js~ 

I 
22 [Laughter] 


23 Senator Boren. I appreciate those comments. 


24 And I do:think again the intell+tual property 


issue is:an important one. It makes an important 
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1 contribution to our economy. 

2 senator Moynihan. And Senator Pryor. 

I
3 	 Senator Pryor. Thank'you; Mr. Chairman. 

, . 

4 We welcome Mr. Kantor today ,to the ,Finance 

Committee. It certainly has been a special 

6 opportunity for me, Mr. Chairman, 'and colleagues I 

j
7 to get tc? know Mr. Kantor as he and Mrs.. Kantor 

8 have basically lived in Arkansas for the last 

9 year. And they have been wonder,ful .assets to our 

communiti;. 
I 

11 Mr. :Kantor. Thank you, Senator. 

12 Senator Pryor. And we hope' that.. you will 

I
13 contiriue .' living there when you a.re not up here. 

/ 

14 	 [Laughte,r] 

Senator Pr or In fact, I do not know 
I . Y • 	 t 

16 . whether you are registered to vote there or not. 

17 [Laughter) 
" 
" 

18 Sen~tor·Pryor. If you do register, there is 

19 a matter10r two I may want to dilcuss with you on 

another subject. 

21. [Laughter]
I 

22 Senator Pryor. But Senator Rockefeller a 

23 

24 

moment ago talked about one or two of the 
. j . 'I 

important statements that you hle .made. Mr.. 

Kantor. [And I 
I 

would like to stress another 
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1 :important:statement that I find that you have 
/ 

2 )Dade. 

3 In fact, in your opening statement, several 
I 

4 paragraphs have been given to the, issue of a 
, . 

strong recusal, policy, to ethics. And I think 

6 <that is very I very appropriate . And I applaud you 

7 for it. 
I 
I 

8 Mr. ~antor. Thank you, Senator. 
, 
I 

9 Senator Pryor. I think also, this is", 

something we have not heard enough about in the . j 
11 last several years. And I am gla~ that you are 

12 putting tttis issue on the table. 'And I think that 
. , 

13 we should! be all involved with itlbecause I think 

14 we have some problems. 

In fact, in the last year orl. two; a book was 

16 written. 'It was entitled, Agents of Influence. 

17 

18 

It was written by Pat Choate. 
, 

And it states, "From 1973 to 1990, one­

19 third,",this is pretty alarming, "of all U.S.T.R. 

officials, that held primary and ~~incipal trade 

21 positions: left those positions td' become 

22 

.23 

24 

registered foreign agents. 1I 

I 

That: is I think an indictment. NOW, I would 
, 

like to make note, these are not just Republicans. 

These are Democrats alike. So I 'think we must 
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1 address this as a' whole problem.; 

2 

3 

The, new Administration, I think, is making 

renewed commitment along this wa~ in ridding us 

a 

of 

4 this situation. ' And I am just, h10peful that you 

, "L f 't " are g01n~ to be cont1nu1ng a parl~ 0 1. 

6 

7 

8 

Some call it the revolving aoor, but I think , . I~ 

it is certainly long overdue to, be discussed. 
, \' 

First, do you have any comments on that? Or would 

9. you like to respond? 

IMr., Kantor. Just a quick one, Senator. And 

11 I appreciate that. If the house is .still 

12 available on Beechwood Drive, 'Iwill come back to 

13 Little RbCk. We enjoyed it therl very much. 

14 
I

Senator Pryor. Thank you. 

16 

17 

18 

Mr.i Kantor. Although I am still registered 
I 

to vote in California. I might hasteR to add 

I·though, m.y two colleagues who weire here today will 
I " 

take umbrage at that, but I am. very proud of my 

19 adopted State of Arkansas. 
, , 

I'served for years until I ':resigned just this 

21 month from the California commisbion on campaign 

22 

23 

24 

Financing. It was not only a cobmission that· 

·1;
looked at campaign financing reform, but at 

, 
lobbying. reforms. 

I am, very sensitive to that'problem.
, ,I, 

What I 
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1 have tried to do and I hope that i have 
I , ,I 

2 ilccomplished it is to adhere to the pledge that , I 

3 l?resident+elect Clinton wants us to slam that 
;1 

4 revolving;door shut for the future. And it should 

be. 

6 And ~ think I will put a complete wall 
I ,I 

7 between myself'and what I have done in the past as 
,',,(1 I 

" 

8 a partneriand as a lawyer 'and as ,an advocate for 
, 

9 l;»rivate interest. 


Doing that, I think I can go, 
forward and 
, 
I 

11 I~xercise independent judgment and be an agent for 

12 c:::hange, not' an agent for' influence. 

, h1",
13 'Senator Pryor. Tank you I Mr. Kantor. 

'14 And finally, Mr. Chairman, I may have two or 

three questions, for the record, if,we can submit 

16 t,hose questions. 

17 [Sen~tor Pryor1s'questions appear in the 

18 appendix. ] 

19 Sena~or Pryor. And I have had extensive 
, I,' 

conversations with Mr. Kantor in private about our 

, 't 't' d" It .1 ' h21 ;r:~ce s~ ua ~on, an agr~cu ure ~ssues and ot er 

22 t.rade iss'\les.And I look forward, to him serving 

23 in this capacity and to working wIth him. 

24 Thank you, Mr. Chair~an. Ank thank you, Mr. 

l
:Kantor. ~ 

I 
give you back the balance of my time. 

, 
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1 Senator Moynihan. - Thank you,:sir. And if 
! 

2 possible, ~e would like to have questions by 5:00 

,3 o'clock. 
I 

4 Senatbr Grassley~ 

Senator Grassley.
i 

Thank you,' Mr. Chairman. 

6 Before I ask questions, I was' not here 

7 because I ~as downstairs where thel Attorney 

8 G"n"ral-se~ect was 'being intervie+d ~or that 

9 position. I am a member of that comm1ttee, but I 

would have: voted yes on ShalalaaJdyeS on Altman. 

11 senat~r Moynihan. It is so Jecorded. And we 

12 are pl~ased to hear that, sir. 

13 senatbr Grassley. Thank you. 

14 I think" Mr., Kantor, that you probably have 

:' 'I
answered for Dole and Conrad and Baucus very good

I , 
I , 

16 questions ,that have been asked on agr is:_ul ture. 

17 A,nd I find; your answers that I hav:e heard very 
, 

18 satisfacto,ry. 


19 I would approach the issue ofi agriculture and 

, I 

'JI 
, I 

GATT from ,just a little other point of view to see 
I, ' 

21 \oj'hat sort 1of continuity or lack ofi continuity 

22 , ere m1g, e. e ween e new m1n1S ra 10n ant 'h . h:t b b' t th Ad I,. . t t . d 

23 t,he old Administration on agricul jure and, GATT. 
i ' l 

24 And I would start with a point that Mrs. 

Hills has imade so often about agrJ:culture being 
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1 the lynch pin of a GATT agreememt. If there is 
.[ 

2 not a g~od agriculture agreement, there will not 

3 be an agreement in any other areas. 
I 

4 In 
!

,the last couple of montns, not being able 
.[ . 

5 to follow it very closely, sometimes some quick 
\ ! 

6 agreeme~ts being made ,I wonder if the present 

7 Administration has stuck to that as well as they 
:1 

8 bave th~ last two years, but I qo not know for 
I 

9 sure. 

.10 And I do not want to saytMat they have not, 

11 but assuming they have· not, let me have you speak, . 


, 


12 philosophically about how you see agriculture as a
I . 
I 

.13 lynch pi,n or. not a lynch pin in'regard toa future 
, 
1 

14 GATT agr.eement that hopefully w~ll be agreed to 

15 under y~ur administration. 

16 Mr.; Kantor. Thank you, Se~ator ..-As a .basic 

17 proposit:ion,as I said earlier, 'agriculture 
I 

18 represen,ting lover $40 billion in exports a year, 

. 10 f t . . It· '.. It h19 over perce.n 0 w a we expor 1.S cr1. t1.ca to 

20 us. 

21 

22 

23 

Number two., it is a major item, if not the 

maj or i t!em in the Uruguay Rouhd J as you know so 
[ . 

well. T,he November 20 Blair House Agreement 

24 

25 

corning a;fter some, I think, conJentious 

negotiat!ions and handled Ithin~ very well by 
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1 	 Ambassadqr Hills involved bothol.l seeds and 
I 

2 subsidies, export sUbsidies, as you know. 

3 Inte'rnal supports are bei~g!addressed in the 
, j 

4' 	 Dunkel draft itself. I think there are reasons to 
, 	 , I 

look veri carefully at that Blair House Agreement. 
I 	 .1 

6 	 The ,reason I say that, Senator, is ,as I 
! i> 

7 	 expressed; earlier, the base year:,using that 
! 

8 agreement' is 86-87 and it involves a 21 percent 

9 	 cut on both sides to the'EC and lhe United states. 

In this, l~nguage, I have learnedmultilateralized, 
! ' 

11 	 ,if an agreement could 'be reached. 
i 	 ' ' [­

12 	 The problem is, When-you have a base year of 
: 	 'I 


13 	 86-87, as: you know so well, and wecl,ltafter'that 

I
14 	 our subsidies and then you take 2,1 percent, we are 

, 'I 
starting ~t such a lower base than, the Europeans 

16 in this cbnnection. We will havl some problem 
i ,I

17 	 with a' level playing field of a jair situation. 

18 ,Ther~fore, I want to look a1 it carefully. I 

19 ':lm not reaching any conclusion, but ~ suspect it 

, is something that you would be cdncerned about as 

21 

1 

22 	 Senator Grassley. On anot'her broad area that
j 	 , 

23 is somewhat philosophical, but if you can tell ,us 

24 the direction that the new Adminilstration and, you
i 

speaking for trade ~ight take. 
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1 

2 

'3 

4 

6 

Too often in both Republican' and Democratic 
I 

Administrations previously, and this is not just 
i 'I 

1::rue of ag,'riculture ,it will be true of a lot of 
, t 

a.reas, we 'have often seen a Secretary of, state 

undercut ~aybe trade areas,agrichltural areas 

I
'lI1hen sometimes they would argue; ,IIWell,national 

7 isecurity \tfas at stake. n 

8 

9 

In other words, you want to be careful what 

~(ou do to! Japan because they are 'Iinvolved in' our 
, 1 ' 

llational ~ecurity. You might wan, to be careful 

11 elf what we do in south Korea and,western Europe 

12 :for the same area. 
! 

13 To what extent is this same ,pattern going to 

14 be pursue~ or not pursued by youl~nd by this new 

j~dministration, as best';'::~"::n dl~t~':~ne"the .. , 

16 policy of;this new Adminlstration at this point? 
, 

17 Mr. ¥antor. The president-e1lect has spoken 

18 ,~loquently about this very problem that you raise 

19 . h:rl.g t .now. We tmus have -an .1 'dl.nteg,rate .economl.C 

approach. 

21 One tacet of our economic poll icy does not 

22 :stand apa~t from another facet . lAs , 'I we look at 

23 that, tra?e is just one part, but a vital part of 

24 that package. 

What we need to look at as Dar as I am 
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1 concerned, and this is more than a philosophical 

i
2 statement, is creating eC9nomic~iabi1ity at home. 

3 If we do' that, that is part of our national 

I 

4 security:.
,I 

No longer does just our def~ns~ and national 

6 security, interests depend on our.I ml'1'ltary, 

7 although; it is a very important 'aspect, or our 
" I 

"8 foreign policy concerns. 

9 Our: economic viability is critical if we are 

' 
gOingto exercise the kind ofiJfluence we want to 

11 exercise: in this very dangerous ~orld that we 

12 face. 

13 

14 

And: so therefore, trade becomes an important 

. . 1" 
part of that viability. So I would say that in 

creating[ an integrated economic .package, trade 

16 will be ~ c~itical part of it. The U.S. Trade 

17 

18 

19 

Representative will sit on the Executive Committee 

of the N~tionaIEc;:onomic' councill', will report 
I 

directly: to the President-elect.< 

.50 therefore, I think when ?ny considerations 

21 are taker up, which concern foreign .policy 

22 concerns~ trade concerns, trade .domestic policy, 

23 and the ~conomy, no one aspect will dominate. We 

24 see it a~ an integrated package,<, if you will, a 

seamless! web. And it has to be looked at in that 
i 
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1 fashion. 

2 

3 

4 

Senator Grassley. My time is just about out. 

l
I would make one point and ask you to continue 

I , . 
looking into it. It was a matter. that I brought 

up in my bffice and you did not make any 

6 commitment. I ·did not ask you to make any 

7 

8 

. : 

(:ommitment. 
I 

I 
It W9uld not be appropriate at this moment 

9 

11 

for you t<!> make any 'sort of a colitment, but thai; 
. I 

would be the concern of the home appliance 
j . 

industry vis,-a-vis NAFTA. And that is an 

• I • '. bUI't' I ' 12 l.mportant I ~ndustry ~n my state, nat~ona ly as 

13 ",rell. 
, 

14 And when it comes to some s~de agreements, 

Itiaybe their problems -and concerns'that have been 
! 

16 e:xpressed !in the paper that I gav~ YOl.L will not be 
I 

17 f;orgotten~ 

i 
18. Thank you. 


19 'Mr . Kantor. Thank you I Senator. 


sena~or .Moynihan.Thank' youl·senator. 

21 If I :could just make a point ,in support of 

22 ~'hat senaiTor Grassley has said. : As late as 1989, 

. I 
23 three-quarters of the manufactureg exports of the 

24 United st~tes required a governmeAt license. You 

had to get permission to sell anylhing in the 
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1 world ma~ket. And we wonder why 'it does not 

2 

3 

always w6rk so well. 
I 

Sen~torBradley. 

4 Senator Bradley. Thank you.v~ry much, Mr. 

Chairman.' 

6 I t~ke it that you were defining the free 

7 market h ' t ,at we . . are h' k' .t 1n 1ng 'b I'a out hwere you have 

8 to get a~ export license. 

9 Senator .Moynihan. Yes, export. 
I 

1

Sen"tor Bradley. Two thoughts, Mr. Kantor, . 

11 and then,; two questions. First,I think that your 
. I 

I 

12 appointment is .an excellent appointment. I think 

13 you will :dO a terrific j~b. ItJ-ink you will be' 

14 able to ~ove things along innegJtiations. I 
I 

r- think that is the. most important ,thing fora Trade 

16 Representative. 

17 ,Mr. IKantor. Thank you. 

18 Senator Bradley. i have ~poken to you about
I . 

I , 

19 NAFTA. 1; believe it is the most important foreign 

policy d~cision that President-elect Clinton will' 

. ~:f' t . t . ht I'th21 make 1n :1S 1rs S1X oe1g m1n s. 

22 I think it is enor'mouslY imp,ortant for the 

\ . '1.
23 future of th1s country. It ~ffe~s a prom1se that 

i 
24 . might no~ come again. 

And I urge you to seize it,to conclude 
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1 quickly an.y side agreements that you have 
l 
, I 

2 bbligatediyourself to negotiate with Mexico, to 

3 quickly s~mit to us the new Admihistration's' 
.J 

I 1" 
4 adjustment package that will facilitate this 

iigreement ~ and to push it forward' with great 

6 energy, the energy that I believe that you have. 

7 The second point is we have to understand 

t
8 that our iargest trading partner ~n the world is 

9 ho 10nger'Europe. It is Asia. Ahd we have to 
I

,begin to think a little differentiy about some of 
I 

• < I' 
11 'the big markets in Asia because f.~ is by far the 

12 fastest growing area in the world. 
, 

13 We have talked about both of these issues. 
I 

14 And I hope that you will in practice deliver on 
. 'I '. , 

1.6 

:some of tJ;le things that we 

I •

:la1ow you wl.l1. 

have talked about. I 

17 Mr. l{antor. Thank you, senaltor. 

18 

19 . 

sel)afor Bradley. Two quiCk1queStions. on a 

separate item, and that is, expor~ promotion of 

tobacco .products•. Previous Administrations have 

21 

22 

23 

pressu~ed' other countries to lowe,r their health 
I; 

and advertising standards in to haveorder us to 

Ibe 
I . 

cigarettes. Do putable to sell ::fou expect to 

24 an end to: these practices? 

Mr. ~antor. Yes, I do, Senator. I think 
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1 that. these regulations or laws are scientifically 

2 based a~ 'we would want our laws 
I· 
to be respected 

3 that are Iscientifically based in:this or 
. i . 

any other 
I 

.4 area. 
"i 	 " 

:5 The~, we should not be in the business of 

6 trying to override t?ose in s~mE<'negotiationand 

7 push ·tob~cco in this way. Yes, I would agree with 

8 you on that. 

9 senator Bradley. In previous 

10 Administrations, as they were folmulating their 

policy o~tobacco exports, they ~id'not consult11 
; 	 . I . 

12 HHS. Would you expect to consult the Health and 


13 Human se~ices Secretary on issuis related to 


14 tobacco, :even expdrt issues? 


. 15 Mr. 	,Kantor. Yes, I would, Senator. In fact, 
, f 

16 ' I would ~ike to say, Ambassador rillS-had a 


17 representative of HHS,. on the trade policy staff 


. . . 1 . ' r18 comm1ttee. I wou d cont1nue that. 


" k" . ' ~ 

19 I th1n 1t 1S an 1mportant aspect of what we 

20 	 willlook at ~s we engage in trade PO~iCY' I 

21 continue 	that. I will have continuing dialogue 
. 	 . 

22 with, I 6ope, Secretary Sha'lal~. ; 

23 She:has just been passed out of this 

24 committee. I hope that she'willbe confirmed by 

25· the Senate. She is an old friena o~ mine and a 
! 	

I' 
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1 wonderful ,Secretary. And I commend th~ committee
I: ' 

for whatr it did this morning. And I would look, 

3 forward to 'those discussions. 

4 But; I think 'in following Arii.bassador Hill"s I , 	 ' l 
lead frankly, I think we ought to keep the HHS 


6 representative on that staff'coiittee and also 


' h I
7 make sure that w en quest'10ns·thlat',1nvo ve HHS 

8 come uP,: the Trade Policy RevieJ Group, which you 
I 	 ' l 

9 	 know very well', it is so important that a' 


representative from HHS is on'tJat as well. 

i 	 ,I 

11 Sen'ator Bradley. I thank you very much, Mr. 

r
12 Kantor,. ; And I would simply like to reiterate my 

i ,I:
13 own strong feeling that NAFTA might not come again 

14 with a country in which half thl populations ar~ 
I 	 . 'n '.' '" :'.- .;. ..' ',' ;: ..~:' 

under 	the,age of 15, Mexico. 
I 

16 unl~ss we canpas~~~his ag~eemerit ~nd deal 

17 with the: adjustment questions il the -process, 

i ' t' "t h I h'"18 then, we! are ,no g01ng 0 ave 1s muc 'econom1C 

19 growth as we otherwise would have. And we are 

going to: have mounting social 'p!oblems. ' 

Th 't' h I th' k 't' Ih' , , 21 	 'al .l.SW y , 1n 1 1S t: e most,1mportant 
I, 	 I'I 	 , 

22 foreign ~olicy measure that this new 
I 

I 


23 Administ'ration will confront in its first six 

24 months. i' I know that you are aware of that, are 

'you not?; 	 , 
I 

I 
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1 Mr. Kantor. I am very awar~ of that, 

2 Senator. And I know it is right on the front 

3 burner. 

4. Senator Bradley. Mr. Chairman, I would like 

1 ,I
to be recorded in favor of Secretary Shalala and

l . 
6 also Secretary Altman, and if I am not here when 

'.' :1.
7 -the vote ~s taken on Trade Representat~ve Kantor. 

I 
8 Se'na~or Moynihan. Thank you,Senator. That 

9 1.ill be done. 

And now the final quest.ionel7 in our first 
: 

11 round. 


12 And ~ay I note that there ;have been 15 


.1' 
13 Senators present so that you have some sense of 

. I·
14 -the importance with which we v~ew this job. 

Sena~or .Breaux. 

16 Senator Breaux. . Thank you, .'Mr. Chairman. 
I 

17 apologize~ Mr. Chairman, for being late. 
. !.' • I­

18 Mr. Kantor, it is good to see you. 

19 Mr. ~antor. Senator, it is nice to see you, 

:sir. 

21 Senator Bradley. One thing:is true about 
,I 

22 inauguration season is that mornings come too 
I 

23 I~arly and, nights last too long. 
! 

24 [Laughter] 
I . 

Sena~or Breaux: And I hope we ali survive. 
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1 senator Moynihan. 

2 lof , 
I 

t 

3 Senator Breaux. 

4 Senator Moynihan.
I 
: 

Sena~or Breaux. 
, 

There speaks the voice 

Too much experience. 

IOf New °1~ea~s. 
Too much exper l.ence. can be a 

6 lbad thingl in this area. 


7 [Laughter] 

i 

8 Sena~or Breaux.· I congratulate you for 

9 4:Jetting a~ appointment. And Ikn10w that you will 
:1,- , 

do a good I job. I think that your\ background and 

11 	 J?rofessio~ in your private life, 1ill help y~u in 

12 the need for a strong Trade Representative. 
I 

·13 I wo*ld hope that the phrase, "We will have'" 

14 ltiostudy it" wilinever become' a final answer for 

you and y6ur department when you :appear·before the 

16 Congress. : 
I· 

17 I think on'too many occasions in the last 
: I. 

18 J\dministration, seriousproblemsw\,ere met with the· . 

19 response, i "We will have' to study it. It And that 

1uas not a:final answer, but it became a final 

21 answer initoo many areas. 

22 Ther~ was good work done by fhe Trade 

23 l~epresentative~ There is no question about it,
: , .. I' ' 

24 	 but in ar~as that I was parochial!ly involved in, 

"We will have to study it" became, the only answer 

'. 
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1 

2, 

I ever gob., 
I 

And I: particularly point out", I think, the 

3 absolutel~ clo~ed system that Japan has. when we 

4 try to market rice which my State,is one of the 
j 

I 

larger 	prdducers, as is ~aliforni~. 
. ! 	 . I: 

6 	 We studied it is my suggest10n. It is time 

: .. 	 ., I . h
7 t:o take some act.10n and try to ~ove 1n t at 

! 
8 direction .i 

I 

9 	 Thedther point I think is that I would very 

Ill1uch like jto see the Trade Representative really 

11 be a voic'~for an aggressive tradl policy that 
: 	 : '. 1~ 

., 	 . ' .' ..,

12 becomes .part of our overall 1nterFlat10nai pol1cy. 

13 It is as ~mportant 'as geO-politicll events around 
I 	 ,. . . 'I . . 

14 	 t:he world :now, if not even more important because 

()f the chcinge in the world . 

16 And t think the Trade Representative really 
, 	 . I 

, 
.J 17 	 has to fi~ht and become a fighter 'for .Americans 

i 

18 	 trading internationally. 

19 All the other problem~ will be brought to you'. I:' 	 . 
. 	 I 

from all ~he other departments and why you cannot 

21 do what I ithink your mission cleatly'tells you 
I 

22 	 that you have to do. 
i, 
I 

23 	 And so I think your job really is to be a , 

I
24 . forceful voice. And I know ~hat you have the 

I 

capacity to do that. 
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1 One quick point on NAFTA. And I think maybe 

my COlleag~e, Senator Conrad, menJiioned it~ NAFTA 
i 'I 

3 has a defect in it for those of :us who represent 
/ . ·1 

4 sugar prod~cing'areas--and that is'sugar beets as 
I: 

well as sugar cane--in the sense that I read the 

I. h .,1 h b
6 t reat y as ~ay~ng t at Mex~co can s9me ow ecome ,a

,I, 
7 surplus pr'oducer of sugar by impoI'iting sugar 

8 sweeteners, 
I 

not using their sugar" I thereby 

9 allowing them to .dump it into the ilunited States. 

11 

I que/ss you have been presented with that 

lproblem. And I would just ask you to make a brief 

12 comment onl it. 

13 Mr. Kantor. Well, in answer to Senator 

14 Conrad I s question along the same, line~!, and I am 

very well aware of your concerns,Senator Breaux, 

16 

17 

18 

I think President-elect Clinton has indicated 
: I ..-

there are three supplemental agreements to be 
, 'I 

. d . d'negotl.ate ;' as I mentl.one l.n my sltatement: one 

19 involving worker standard and safety, one 

involving the environment, and onJ. involving 

21 unexpected: surges of imports. 
/ 

! 

22 I bel~eve if we are sagacious , and careful and 
I ' 

1
23 consult regularly, that is where w,e can deal with 

24 the probleJn that you are legitimately raising 
I 

' here. We do not need to study it,~senator. 

Moffitt Reporting Asso6iates 
(301) 350-2223 



5 

10 

15 

20 

25 

106 
... 

. I 
1 I think we can talk about it:here. We can 

2 consult. :The new Administration ean come to a 
! 	 '. f 

3 	 c:::onclusiori and use the opportunity frankl y of this 

l
4 	 !mpplemental agreement to try to address that 

issue without reopening NAFTA it-slIt. . 	 . r 
6 Senator Bradley. Well, I wish you well and 

I' .1: 

7 	 look forward to working with you in the new 
, 

8 	 Administration., 
, 

9 Mr. ~antor. Thank you very much, senator. 
I. . 

.Senator Breaux. Thank you, Mr. Chairman. 
j: . 

11 . Sena~or Moynihan. We thank }fou, Senator. 

12 And riow for a second round. iIf I 	 could just 
, 
t

13 take a moment here to say that there are three 
I 	 .[ 

14 points, MJi.Kantor.We do want ,to' move forward'. l .. 
with the NAFTA agreement and some of the 

16 ltIlodificati:ons. 

17 One qf things that was just ~retty 

18 conspicuoJslymissing in the text Ce got'was a 

19 matter of ilabor standards and the ~dea of an 

internatioinal trade organization that was put 

21 together i:n the post-war era wasrnl~ant to really 
. 	 . . I: 

22 be inpara.:llel with the international. labor 

23 organizati~:>n and the labor' treatie1s. .. . 
I' 	: [, 

24 And they are important to this committee. 

And we wou:ld hope that we will see! 'something in 
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, 
that area~ I cannot speak for in~ividuals~ but I 

think your should know that this Jommitteehas 

strong fe~,'lings given oursituatJons in China 
i . I: 

about prison labor, about Tibet and such like 

places. 

And 
, 
you heard Senator Riegle on the question 

/
of their ;trade surplus. The trade surplus as such 

/' .'

is not such a good thing or a bad thing, but if it 
I /. 

comes abqut in ways that we would not have ever 

I 
. accepted' it in our own economy, then :we ought not 

accept it in others. 

And just on that point of licenses, may I 

. t th t th 1 ' :1. tmake the :p01n a on e 1cenf:1ng arrangemen , 

it is much .easier. to. get a. license·t,o,e.~!>.~rt; :'" '.' ." .... .,i.":".:,:·.;.;:\,·::- r'.' 
something manufactured to thePeop1e r s Republic of 

. , 

China than it istoRu~sia . 
/ 

Russia is a successor state.', in all manner 'of 
I 

. [1 d' iways, 1nc u 1ng, "Don't sell them any 
I I: 

. refriger~tors. They might put penicillin in it or 
I /'do.somet~ing like that." It does deserve your 

attentio~, even though it is not: your immediate 

problem. i 

Senator Packwood. 

Sen?ltor Packwood. I do not,. know if you are 

aware, Mr. Kantor, of the GATT' Ja~e1 finding on 
, 
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I 

1 beer in'C~nada. Canaqa is discririnating against 

2 1:.he impory of American b~er desPire the North 

3 JUllerican Free Trade Agreement . The problems with, 

4 ()ntario is particularly a problem. 
I 

A GATT panel, has ruled in ou:r favor, but GATT 

6 panels ar~ not s,e,lf-enforcing. 'Sbth countries 

I 	 ' 1
have to agree or Canada has to ag:ree in this case. 

'I
8 lfllat can you 'do to urge them along , forcethelD 

9 illong t co~rcethem along to agree1ing with the 

Panel's recommendation? . I 

11 Mr. Kantor. 'Wel1" in fact, Senator, we do 

12 have the ~ower, as you know, W'itJ that kind of 

;· th " '. I t13 ]:lackgroun;d ~n e approprl.ate 'Cl.IiCUmS ances to, 
I 
i 

14 take 	a look at section 301,. 

Senator Packwood. Yes. W,e' 
i 

16 1N'e would rather get them to open 

17 Mr. Kantor. We want to ge't, 

can retaliate. 

their market. 

them to open 

18 'their market. There ,have beenin?tances in the 

19 

21 

past wher~ the institution under investigation of 
i 

, I 

301 with l:ertain countries, where; that has been 

f . I f~ t' . t . t 'tl t"al.r y e '.Lee l.ve ~n rYl.ng , 0 ge i nego l.atl.ons 

22 s.tarted ih getting something done:. 

23 

24 

That' is something I think wJ ought to consult 

about,bo~h with you and with thJis committee. We' 
,I,

talked abput it in your office, as you will 
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'. 

1 i·ecall. ~ndi t is something of which I have. some 

2 concern. 
, 

3 I do :not think this would be ,the appropriate 
! 	 \ 

4 	 IHace, gi~en one day before the inauguration to 

lIlake a po~iCY pronouncement in thlt regard or ' 
I ' ,Ii . 

6 preempt the President-elect of the United states, 

7 but it isisomething of some concebn. 

i /'
8 	 I th~nk that is part of not' saying things, 	 ' 

9 	 t.hat you live to regret, standing behind what you 
I 

c:ommit to,; and making sure that ;the countries know: 

11 t.hat is wliat you will do. 
, 
J

12 	 Senator Packwood. This is one somewhat 

13 t;angentia~ to Senator Danforth IS 
I 

ltilities' 

,14 problem. 
I 

jIt would appear that we 
I 

, 

'have a panel 

:f'inding. :We have right on our side as GATT sees 

16 it so that. it is not,something thlt requires 
I i 

17 further nJgotiation.It requires 'enforcement. 

18 What ido you think you can do about the 20 

19 percent s~miconductor Agreement with Japan to get 

them to the 20 percent?
I 

21 	 Mr. Kantor. Well, it comes up this spring. 
'[:

22 We will h~ve to review that. An<1/. again, it is 

23 sornethingiof, we are at 15.9 percent, as I think 

, ' 	 '.'" 
24 senator Rqckefeller pointed out when 'he was here. 

JOt h ; f . tIt 	 . .11. as grown rom n1ne 0 amos 6 percent S1nce 
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1 1986. 

2 
,-

It i$ not at the 20 percent. That was a 

3 goal-It, was not a requirement, Ibut I still think 

4 it may cOPle within~he dictates'l~ 301 and 


5 therefore: be enforceable under 't~bse dictates. 

I I, " " 

6 NOW,: I would like to look :at; that and talk to 
, 'I! 

7 general 'counsel; not only of my, agenGY,' ,but 

8 through the new Administration ~aJd'talk to this 

9 committee'and other committees, Joth on the House 

10 side and here. It is a difficulJ problem, but it 
: ' I' ' 

11 is critic:al to one .of our key industries in this 

12 country. : 

13 Senator Packwood. I think the 20 percent is 
I 
I ' '-I'14 a Japanese commitment, unless I am mistaken. 

, I I; , , 
I 

15 Mr. :Kantor. No. It is a gOal. In fact, I 
, r 

16 think, if; I am not mistaken, Senator, you might 
; 'I -­

17 take a lQok at that or we may consult about it, 
, 

18 but I -- ; , 
I,

. 19 Senator Moynihan. Could you hold while we 
. i . I 

consult ,counsel'here?20 , This iS,a'point that we 
! 

21 wouldnoti want to be unclear on.' 


22 [Pause] 


23 Senator Moynihan. Our counselors say there 

, !, '' I 

" 

24 is a side letter that Senator Baucus was referring 

25' to whichistates that this is our ,expectation. So 
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I 	 I
1 we would think of it as more thana goal. Would 

, 
2 you agree? 


3 Mr~ Kantor. But that is' why I said, Mr. 


4 Chairma~, that I think it can bb enforced under 

I' 	I 

301, but it was not a commitment. 
. .1, 

6 	 I was trying to distinguish between the words 
I 

7 commitmEmt and goal. Somewhere' in between may lie 
I 

8 expectation. But I believe' U~d~r, 301, it is 
I 
I 

9 'enforce~ble . 


senator Moynihan. Perhaps 
you would. give the 

11 committ~e something in writing when you get a 
I

12 	 chance to do this. 
I 

I 


13 MrJ Kantor. Thank you, 'Mr: Chairman. 
: 	 ,I 

14 Senator Moynihan. We do not want to press 

y~u, but there are issues here. 

16 Seriator Packwood, is that agreeable to you? 
; 	 1"-. 

17 Senator Packwood. Yes. That is fine, thank 


18 you. 


19 Se~eral members have touched upon most­

( favored~Nation status for China J.' You will have 

21 the issJ,e in 'your lap' very soonJ What would be 
I 	 ., I, 

22 	 your recommendation to the President? 
1

23 .If ;China does not changemtich, if roughly 

124 	 they we~e where they were las~ i:ear, . they made a 

slight nudge on labor and a slight nudge on -- but 

!"'<~:., '.: 
~ ~':\:;:<~< 
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1 
I 

sort of ~here they were last yeali, what is your 

I • 

2 recommendat10n? 
I 

3 Mr. jKantor. Well, this is a' recommendation 
I 

4 that has ito be developed througho,ut. the entire new 

Administtiation, as you well know ~: Senator. It 
. I . 

6 	 involves1human rights concerns. It involves 

7 nuclear p'roliferation, trade concerns. 
, ! . , I: 

8 , We just saw,' I think, last week a story in , :'. 	 ' r 
9 	 virtually every newspaper about the concern of 

" , I; 
alleged tiransshipments of as much as $5 billion in 

11 Chinese tiextiles and otp.er goods.' $4 billion in 

12 textiles iI think it was. 

13 And iI think we have to look at ,that carefully 

14 in terms 'of the MFN status and Jat:;:kson-Vanik and 
I 

. other con'cerns in this area. 

16 Sena,tor Packwood. Do you have any intuitive 
I 

17 feeling about a recommendation?, 
I 

18 Mr. ,Kantor. Not at this po~nt. I do not 

19 think thi!s would be proper for 'mj~ to indicate that 

at this point. I would like to d6nsult with the 
I. 

21 committee: on it is another thing.' There are so 
. 

22 many l.tem;s on our ,agenda 
.,• i collecti.vely and with'the 

23 new Adminiistration as we go in,' Jht I think they 
! 

24 can be hardled. 

And I think to give an intuitive answer right 

i 
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1 

2 

3 

4 

now might,be unfortunate. 

I 

senator Packwood. Thank you,, 

Senator Moynihan. Thank ypu,
I 

,
Senator Baucus. 

Chairman.Mr. 

Senator. 

Senator Baucus. Thank you, .!Mr. Chairman. 

6 Veryi'briefly, Mr. Kantor, 'yJu have a job 

7 which giv~s you.enormous potentiJl to create new 

8 In fact; if thJ: United States isjobs in ~erica. 
. t' t' /' flU9 success f u:1 .l.n nego l.a l.ng a succ~ss uruguay 

Round andl'a successfulNAFTA and etcetera, you 

11 will crea~e more jobs than any !other Cabinet 

12 member. 

13 Your job is that critical, .l!sthat focused, 

14 and that ~rucial. You have. the Japacity as 
, ...: C"""'.' ,- I: " 

U.S.T.R.,I if successful to create, more jobs in 

16 America 'qhan any otber.,.sirigle caJinet offfcial. 

17 sec~nd, I thi~k it is imporJant ;or us not to 
. f 

18 only react to trade problems as they come up, but 
, I: 

19 it is even more important these days for us to be 

. I'thinking ';in the longer term and to create poi icy 
, . ' I: 

21 and to ma:ke something happen that is more 

·· '1 f t d . f l h Id'22 bene f l.Cl.a or our coun ryan Qr t e wor l.n 

23 the cont~xt that we are not alwa~s reacting and 
i 

24 trying tq put out fires. 

one;example is our relatioh~hip with the 

i 
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1 	 country 'of Japan. It is a very difficult 
i 

2 relatioriship. Essentially, it is because our : 
I 

3 cultures are so different and we areso'far away 
I 

4 from 	each other. 

We 'know a little about the Japanese, not a 
I 

6 	 lot. Anlericans just do not travel thi)t much' 

I 
7 really dompared with people ~n other countries. 

I 

8 	 On:the other hand, Japanese know private 
I 

9 	 about u~, but given their historical context and 

their background and history and etcetera, 'they , 
11 have,a different view of the United states and a 

.. 

12 , little bit d~fferent view of their role in the 

13 world. 

14 I strongly urge you as U.S.T.R. and strongly 
I 

urge the new Administration, to be very proactive 

16 and creatj.:ve and ,try to come up with _~ U.S.-Japan 

17 policy_ ~ 

, 
18 About four years ago, I wrote an article in 

! 

'19 the 'Cornell International Law Journal on this 

subject, the'United States an9- Japan relationship, 

21 and suggested'in that article, that we, Americans-­

22, this was in the aftermath of the United states­

23 Canadian Free Trade Agreement--get to explore some 

24 kind ofibilateral trade agreement in a larger, 

context~ an ~greement generally with Jppan. 
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1 	 Multilateralism is important. Unilateral ism 
I 

2 	 is important, so is bilateralism. I mean, there 
I' 

3 i~ a rolei for each. I think each one helps the ~ 

I 

4 	 other. The main goal is pragmatism. We Americans , 
I 

should be 
I 

pragmatic and practical,not be too, 

6 wedded to one approach at, the expense of the 

7 other. 
. i 

8 But:I urge you very strongly with respect to 

9 'Japan. It is so critical in ~he future. Wehave 

heard ab6ut the\fact that Asia' is the fastest 

11 growing ~arket. It is true .. And whep it goes to 
, 

12 Southeast
I 

Asia, particularly, it is overwhelmed 
, 

13 with just the dynamism and the, growth and the 

14 potential in that part of the world. 
I 

And:certainly the Japanese relationship with 
I 

16 Southeast Asia is verycritical. to the United 

17 states r~lationship with south~~st Asia. 

18 I vJry strongly urge you to take advantage of 

19 the opportunity we now haveas'Americans to create 
, 
~ 

a very strong ,and forceful and,constructive and 

21 creative;new era in U.S.-Japanese relationship~. 

22 A former Montana Senator, the former Majority
I 
I 

23 Leader in the United States Senate,Mike
I, 
\ 

24 	 Mansfield, was Ambassador to Japan for 12 years, 

often said and we have heard the statement and 
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18 

19 

21 

22 

23 

24 

i 
it is as true and perhaps more true now than it 

I 

. 'iII1as then.: He said many times that, liThe united 
, 

states and Japanese bilateral relationship was the 
I 

• i . •.:most l.mportant l.n the world, bar none." 
, . 
I 

I think he is right. They. ,are all important, 
, I 

but that is a lynch pin. If we' can get strong a 
, I 

relationship witp Japan, it put's an end to a lot 

of this bickering and fighting .'And it starts to 
, 

create ani era so that we do not have to worry so 
i 

much abou~ Semiconductor .Agreements, etcetera, , 
I 

etcetera,; an agreement which helps each country do . 

what itk,nows it should do. 
, 

We khow what we should be doing in budget 

deficits :and· other actions. And we know what 

Japan sho:uld do. Their political leaders know it. 
, , 

They jus~ need more external pres.ure. We know 

it. We can .stand a little more external .pressure,
I 

too. 
I 

It ~s an .opportunity that I urge you to , 

seriousl~explore. 

Mr.!Kantor . In fact , Senator, I had the. 
i 

great honor and privilege of having breakfast with 

Senator Mansfieid just last week and not only 

enjoyed it, but it was very instructive for me. 
I 

And I would hope to continue that. He is an 
! 
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extraordinary human being, as you know better. than 

I. And I: enjoyed that immensely, but it was very 

helpful. : 
I , 
!

Senator Baucus. Listen to him on China MFN, 
! 

too. 

Mr. Kantor •. Thank you, Senator. 

Sena:tor Baucus. Thank you. 
I 

Sena:tor Moynihan. With that cryptic note, 
! 

Senator Chafee. 

Senator Chafee. Thank·you, Mr. Chairman., 

Mr. Kantor, let me ·just sound a note of 

i
caution, iif I might, and of concern, and that is 

of embarking on a course in trade negotiations 
j , 

that primarily is characterized by, quote, 

toughness, end quote. 

In ~ther words, if we cannot ge~ 100 percent 

of what we want, we will not play. The perfect 

being th~ enemy of the good. 
I 

Youjas an old negotiator know a lot about 

that. A~d while the U.S., I think we have to 
I 

remember~ has lots of buy-American provisions in 

our highway programs and in our mass transit 

programs: and we have farm subsidies and we have 
, 

quotas--just look at sugar, for example, when you 

talk quotas--but somehow no other Nation should 
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1 have any ~f those provisions. 
, 

2 And 'if there is one thing :that can create a 

3 world-wid;e.depression.it is the'reconstruction of 

4 the. tr~de: barriers that have b~enknocked down 
, 

5 over the ;past 30 years. 


6 And ~e have seen what Messrs. Smout and 


7 Hawley di;d to this country iri June of 1930. And 


8 there is ja lesson I do not think we should forget, 

I 

9 but somehow there is the feeling that the U. S.. can' 

10 do anythi:ng it wants and other ,Nations have to 
i 

11 dance to 'our tune. 
I 
I 

12 But ;1 think we have to remember ~hat Nations 

13 frequentl;y do not behave sensibly. They are 

14 motivated' by pride. They are motivated by 

.15 history. ; They are motivated by internal politics 
,. 

16 that caus~e them to act irrationally· from our 

17 standards, • 

18 And !just remember this,' that a lot of the 
I

19 tough tal,kyou hear urging you on will come from 
i 

20 members df Congress. And I would just like to 
I 

21 'quote you' a line from Seven Days in May which is a 
I 

22 great novieL This is· the line, 'it 'describes a 

.23 Senator I ;uHe moved with all the arrogance that 

24 comes frdmyears of power 'uninhibited by 

25 responsibility. II , That is the end o'{ the quote. 
,~ ,
):'

" ~~~-." 
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I 

I 

1 [Laughter] , 

. , 
2 Senator Chafee. And so we can talk tough, 

3 but just remember your boss has to pick up the 
I 

4 pieces. 

. NOw, I would like to ask you a little more 
I 

6 C[uestions~ There has been a lot of stress today
• I 

7 on NAFTA. ; 
I 

And I am all for that. And I think 

8 that is 'wonderful. I think we have that somewhat 
I 

9 on track ~ecause of the si~ningof the agreement. 
, 

}.nd therefore, the fast track stays in effect. 

11 I would like to concentrate a little more on
I ' 

12 GATT. I ~hink that the Uruguay Round·represents 

13 t;remendous opportunities for this Nation. 
I , 

14 On t~e other hand, I think that a failure to 

go ahead with the GATT -- and I know there are 
. ! ­

16 plenty of: problems ... ,And.flo: One is saying that the. 

17 agriculture cannot be better than it is worked 

. I 
18 Clut , although we have had a lot of bright people 

19 "forking on it, but there are other factors 

i.nvolved. r 

21 Ther~ is the intellectual property that you 

22 previously mentioned. There are the financial 
I 

I 
23 ~;ervices, 'legal services, banking. And there is, 

. 24 cIS I mentioned before,' the agricul tuI'al. 
! 
I 

So I:would just like for you just to address 
~\. 

I,, 
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1 'in a few 'minutes, if you might, some thoughts you 

I

2 might have on GATT. I know you have met with 

. 3 Carla Hills and others. Where do you see this 
! 

4 thing going? 
~ ,. 
I

5 Mr. Kantor. I have .talked to Ambassador 
I 


6 Rills 
. 

on:
i 
a number p,f occasions since my 


I 

7 designation by the President-elect. She has been 
I 

8 very kind with .her time as an old friend to try to 
I 

9 induct me into this old club, this very small 
I 

10 club, if!I am confirmed by the Senate. 
I 

I11 . In.doing that, obviously, the'Uruguay Round 

12 and GATT: negotiations were on .the front burner. 
, 

13 And she "alkedme through where they were. One of 

I 
14 the thin$s that became clear, Senator, that for 

, 

I


15 every problem that seemed to be solved, two new 
I 

- , 

16 problems. were raised in terms of definitions~ 

17 One! of thosewas.in the, for instance an' 
I . 

18' example, ;.nonferrous metal area,. Sir Leon and 
. I 

19 Britain ~ndicated that they were prepared--meaning 

20. the EC. iRe is the new trade minister for the EC, 

21 as YOU'~ow--tomakesignificant, significant cuts 

22 in nonferrous metal tariffs, but did not describe 
I 

! 
23 what that meant. 

24 And; when they got down to negotiating on 

25 January fnd, it was clear, significant in terms of 
, 
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I 

1 the Ee, b'ut was not very significant in terms of 
I 

2 the interksts of this country. 


3 And iso I use that only by an example to 


4 indicate" when you look at, as you said, 

I' 

5· int~llectbal property concerns or services or 

6 market aC,cess,zero for zero is what we have tried 
! 

7 to negotiate in many areas. It becomes very 

8 difficult; in the definition stage, as well as just 
I 

9 getting there. 
I 

! 
10 On m'arket access, we have real problems, not 

11 only with 	
I 

the Ee,
• 

but with the Japanese on rice, 
, 

12 with ~he Japanese on services, as. you know, and 

13 with the Japanese on wood products.'
I 

! 
14 And :so all of those will be challenges that I· 

I 	 . 

15 think no~ only this new Admini~tration .faces, but 
I 

16 we f~ce t:ogether because I think that is what we 
" 

17 have to move on. 
I 


I 

i .

18 If w,e do not have not orUy. a comprehensive 

19 policy, b;ut consensus, we are not going to be very 
, 

20 effective; in our negotiations. 

21 Senaitor Chafee. Well, th~nk you. My time is 

22 up,' but I; would just refer once again to that old 
I . 

23 saying ab:out the perfect being 'the enemy of the 
. ! 

24 good, which you as an old negotiator know a lot 
I , 

25 about. 
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1 And,we are not going to g~t an agreement that 

2 is goingito be perfect for everybody, but I think 
, 

3 it behooves us to really press forward on this., 

4 I come from a section of the country that is 

i 
not involved with the agriculture si~e, but is 

! . 

6 involved! with the intellectual property, the 

7financiafservi~es and the manufacturingside'of 

8 it. So f would hope that because of the 
i 

9 ,concentration on NAFTA that GATT would not be 

lost. 

11 Mr. iKantor.Thank you, Senator. (I would 

12 just indicate that that is an old Russian proverb. 

13 I think I first heard it from an 'old colleague of 
, 

14 yours, S~nator John Culver of Iowa" the first time 

when I h~ard that. 

16 Senator Chafee.Thank you. 

17 Mr. !Kantor. Thank you, Senator. 

18 Senator Moynihan. But I think Senator Chafee 
, ( , 

19 makes an: important point that the United States is 

\ going to; prosper to the degree of trade and 
i , 

21 services:and the protection of: things like 

22 intellectual property that that is where much of 

23 our econ6my resides. And that. .'is why, what is new 
, 

24 aboutth~s.GATTRound,the Uruguay Round is that' 
, 

it extends beyond just goods and things.' 
I 

Moffitt Reporting Associates 
(301) 350-2223 



5 

10 

15 

20 

25 

123 

1 	 I think GATT -- who knows offhand? Question, 
I 

2 1ihat proportion of world trade in dollar volume is 

3 :regulated: by the ,GATT? It is only about 10 

4 	 percent, ~ive? 

, 
Mr. Kantor. Senator, with all due respect, I 

6 do not kn9w the answer to your 'question. 

7 Sena~or Moynihan. About five percent. Now, 
I 

8 	 'that is important to get clear .: You can spend all 
I 

9 	 your time talking about something that is 'about 


five perc~nt of the value of world trade unless 

! 

11 you can get that percentage up by the issues that 

12 ' are, onth~ table in tile current round. 

13 If a~ll you are doing is negotiating five 

14 percent o:f the world trade, well, it is, i 

interesting, but not exactly the world's most 
i 
I 

16 important: event. 
I 

17 Sena:tor Breaux, I think you are our last 

18 questione'r, in our second round ~ 

I
19 Sena,tor Breaux. Thank you, Mr. Chairman. 

One brief point. 

21 Sen~tor Moynihan. Excuselrne, SenatQr Bieaux. 
,, 

22 	 Would Y9U forgive me, sir? 
I 

23 Sena'tor Danforth. Go ahead. You were next. 

24 Senator Moynihan. Senator Danforth. Forgive, 

me. 
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1 Senator Danforth. Mr. Kantor, just remember 
, 

2 that other sage comment, "The trade agreement that 
'1 

3 is notgqing .to be enforced is'the enemy of good 

( 4 trade policy." 
I

I want to use my remaining five minutes to 
! 

.. 1 

6 make two~comments really to express to you two 

7 views which are probably not universally shared 

8 and toe~press two hopes. 
I 

9 The:first view .is this, Ii am concerned that 

too much;else gets loaded on our trade 

11 negotiat9rs, too much else meaning too many other' 

12 national ipurposes in ,·addition to 'expanding our 

13 ability to sell in the markets of other countries. 
. ; I.. . 

14 IaI}1 very concerned, for example, about 

conditioAing ~FN for China, on, human rights 
{ 
I 

16 improvem7nts. I think that using trade policy in 
: ' 

17 order toiaccomplish other goals are very good 
I 

18 purposes, 
I· 

but the result is to subsume trade 
I 

19 policy under other things. 

I have to say that I £elt. the same with 

21 respect to the Clinton position on NAFTA. 
- ' I • r 

1 

22 Obviousl¥, everybody wants a c,lean environment. 

23 Everybody wants fair labor practices, but when 

24 NAFTA tr~de negotiations are used to' accomplish 

extraneoo.sthings, then trade becomes.secondary 
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1 not primary. 

2 My hope therefore is tha.t 'in your job, trade 

3 will be your brief. Trade will be your concern, 

4 llot everything else that is on the Nation I s 

agenda, but trade and that, you will be somebody 

6 '!Tho is going to try to ward off, attempts to load 

7 1:rade with, more and more and more other things. 

8 .~['hat is my first view and my first hope. 

9 My second, is this, and from what you said 

c~arlier and what Senator Pryor said, I think that 

11 1t:.his is probably obviously a minority position, 

12 but I am going to say it anyhow. I think that the 

13 President-elect's ethics rules with, respect to 

, 14 l?Ost-governmeJ;ltal employmE!nt,' IthiI':tk that those 

rules constitute a serious blunder, a really bad 

16 inistake. 

17 I think that you are going to find it hard to 

18 i;Jet good people in the kind of Jobs you have to 

19 :fill. I think that the rules go too far. 'For, 

example, a trade negotiator under these rules is 

21 prohibited for five years after leaving the 

22 90vernment employment from representing or 

23 ,advising a foreign client on any matter related to 

24 'the .performance of the Federal 'Government. 

As an example, a textile negotiator for five 
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1 years ~ould not represent British Airways in a. 


2 matter related to the FAA or t~e Department of 


3 Transportation. 


4 I really think that it is.an objective which 


is laudable, but a very, very tight stringent way 

6 of trying to accomplish it, which is going to hurt 

7 the ·administration 6f u~s. trade policy. 

8 My hope is that if I am c~rrect, you will 

! 	 • •
9 	 recommend;,changlng the.pollcy. I know that no 

President--and we certainly saw this with . . 
11 President Bush .and I· guess we are going to see it 

12 with President-elect ·Clinton--ever wants to be 

13 accused of waffling, changing his ~ind, ren~ging 

14 on a promise. 

This is already said on the book of 

16 President-elect Clinton even before he takes 

17 office. But·if someth~ng is done which turns. out 

18 to bea mistake, it is not of any .service to 

19 continue on that track. 

And if it turns out that the ethics rules do 

21 less to serve the cause of ethics then to hinder 

22 the performance of U.S~ trade policy,· I hope you 

23 will let us know that: I hope you will let the 

24 President-elect know that. 

And I 	 hope that you will know that there is 

(2::& 
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1 at least one Republican senator who is not going 

2 to·be dumping allover you for changing your mind, 

3 but is going to say that you are doing the .right 

4 thing by changing your mind. 

I might also say that I hope that between now 

6 and whenever thatexecutive or,der is finally 

7 'signed, you might take a look ,at exactly how ,it is 

8 drafted for the sake of providing some relief or 

9 :some flexibility in.how it turns out in print. 

Mr. Kantor. Thank you, Senator. I' 

11 appreciate that. 

12 Senator Moynihan. Would ¥ou wish ,to comment? 

13 Could I just say to you that there is no 

14 member of the United States Senate who is more 

respected ~n matters of professional and personal 

16 ethics than Senator Danforth. And he speaks from 

17 experience as an attorney, 'an Attorney General, 

18 and as a theologian. And--anythinghe thinks will 

19 have a great influence in this, body. 

And perhaps, you do not want to say anything, 

'21 but if you want to, please. 

22 Mr. ,Kantor. I would, just' ,suggest that I hope 

23 you are wrong. I hope that does not occur. So 

24 far, it does not seem to be an impediment. But if 

,you turn out to be right, then', I have tried to 
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1 present myself as a flexible p~rson, someone 'who 

2 looks at the facts and tries to be effective in 

3 what I am doing. And I would take a look. at that, 

4 but I think we can slam, as I said, this revolving 

door shut. I think the section'which you ,cited is 

6 an important one. 

7 Senator Moynihan. Sir, with great respect 

8 because you are going to do a lot of negotiating, 

9 you cannot slama revolving door shut. 

[Laughter] 

11 Mr. Kantor. Maybe I have been spinning 

12 around too .long. 

13 Senator Moynihan. The chair wishes to 

.14 announce that an authoritative article in the 

Cornell Journal of International Law has 

16 established that the amount of world trade covered 

17 by the GATT is seven percent. 

18 Thank you, Senator Baucus. 

19 Senator Baucus. Thank you, Mr. Chairman. 

Senator Breaux, I think is our last 

21 questioner. 

22 Senator Breaux. Thank you, Mr. Chairman. 

23 I want to say to my colleague from Missouri 

24 that if it is the new ethics rules that have 

stopped the interests in serving, I certainly have 
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1 not seen it from the number of applications that 

2 we have received from people to work in the new 

3 Administration. I think it is 10,000 applications 

4 for every one position or at least it seems like 

5 'it. 

6 I think people are anxious to work in the new 

7 ~Jovernment, even with the strict rules. It is a 

8 ~;acrifice. 

9 And I agree with Jack Danforth. I think it 

10 is prob~bly unnecessary to be~t~at restrictive, 

11 but I do not th~nk it has slowed down the number 

12 ()f people interested in the various positions that. 

13 need to be filled in this .new Administration. 

14 Let. me just raise a concern, Mic;k~y, and.that 

~5 is, I think that President-elect Clinton is going 

16 to hav~ as his 'goal to raiseth~ interest of trade 

17 imd competitiveness as part of the new 

18 Administration. I think that is very important. 

19 Two things that we have recommended that I 

20 'iould ask you just to make a comment on, number 

21 ()ne, there is a great deal of 07'erlapping in the 

22 trade area. I mean, you just take 

23 1telecommunications, for instance. 

24 We have the state Department involved in it. 

25 You have the Commerce Department involved in it. 

Moffitt Reporting As~ociates 
(301) 350.;..2223 



5 

10 

15 

20 

25 

130 

1 You have the U.S.T.R.involved in it. And you 

2 have the FCC involved in it. 

3 And people sometimes are s.tumbl ing over ea'ch 

4 other to come up, with a ~pecific and clear trade 

policy in these areas where we have so much 

6 overlapping_ 

7 We have suggested that perhaps.they could 

8 consider consolidating the trade functions into ~ 

9 new department of trade and technology which would 

combine the functions o.f U.S.T .. R~ and the trade 

11 part of· the Commerce Department to have a 

12. ' streamlined department of trade and technology_ I 

13 would like just your general comments on that. 

14 .And the second suggestion is to elevate trade 

as part of ou~ national policy'and nation~l agenda 

16 in a global economy' is to get the nation'al 

17 security advisor to the President to have an 

18 assistant for trade, an assistant for the 

19 military, but also to put a person who had had a 

trad~ function in the National security Council 

21 because trade isa part of our national security. 

22 And it is going to be certainly in the twenty­

23 first century. 

24 So do you have any just general comments on 

both o,f those suggestions? 
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Mr. Kantor. In fact, I do. Number one, the 

Department of Commerce and the Office of Trade 

Representative, as you know so well, Senator, are 

cross-sectioned or overlapped in a number of 

areas. I would think the past may be prolong in 

this case. 

With due respect to Senator Danforth on the 

Republican side and wa.tching them for years and 

admiring how they do c:ampaigns, we have never hC?-d 

in the Democratic Party the kind of relationship 

we had between 'the Democratic National Chair and 

the Chair of the Clinton-Gore campaign, meaning 

Ron Brown a~d myself. 

If the past is pr'olong, then I think some of 
'":: ;:','. 

these relationships with my great friend Warren 

Christopher or with:sena1::or·Bentsen-;...who,as you 

know, I worked closely with in the campaign or 

with Ron Brown who I just mentioned--will be very 

helpful in that regard, but we cannot leave it 

just, I think, to o~r personal relationships. 

I think increased use of the Trade Policy 

Review Group, the effectiveness of Mr. Rubin of 

the National Economic Council will be helpful in 

all of those areas .. 

As far as the other department~, I read the 
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1 same article, a number of statements, in fact, by 

2 members here in this body and in the other body.· 

3 I am a little bit wary of the over­

4 bureaucratization of my proposed function. I 

think we have to be somewhat careful and cautious. 

6 I think the Trade Representative's office is 

7 fairly effective because it is small and has a 

8 very, very good core of people 'who are there as 

9 professionals. 

On your second point, we have already moved 

11 in the area of the National Security council as 

12 far as liaison with trade and liaison with the 

13 National Economic Council because we saw the 

14 problem that you have seen in the transition that 

has happened. And we want to continue that 

16 relationship in the White House. 

17 Senator Breaux-. Thank you and good luck. 

Mr. Kantor. Thank you, Senator. 

19 Senator Moynihan. Thank you, Senator. 

Senator Baucus, do you have any questions. 

21 Senator Baucus. No, Mr. Chairman. 

22 Senator Moynihan. Senator Danforth, any 

23 other questions? 

24 Senator Danforth. No, Mr. Chairman. 

Senator Moynihan. There being no further 
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\\ I 

1 questions, the hearing is now adjourned. 

2 [The prepared statements. of Senators Roth and 

3 

4 

6 

7 

8 

9 

Hatch appear in the appendix.] 

[Whereupon, the hearing was 

12:34 p.m.] 

11 

12 

13 

14 

16 

17 

18 

19 

21 

23 

24 

concluded at 
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FIn.ace Committee of'the 

UaJted States. Senate 


Janu.ary .', 1993 

.. Mr. Chairman, Senator Pad:wood. distinguished Members or the Senate Finance Comminee: 

It is a tremc:ndous privilege to appear befon= you today I wan! to thank President.er~ Oincon 
for givina. me this honor - to sene dUs Administration and 10 !eM my c:ounuy. if 
recommended by this Committee and confirmed by the Members of Ihc Unilr:d Slates Senate IS 
the United Slates Trade Represencative. This office has always had a special relationship to diu 
committee and its House counterpart.. t value IbaI relationship and will wort hard to enhance 
it. 

t have been a practicing lawyer for nearly a qUUfl:r ofa c:entw:y. Durina thaC ome. I have beea 
involved irl hundreds of nesotWions 011 issues nnging f'rom aerospace to tn.nsportatiol. 110m 
energy to retailina. Over dIat same period of lime. I have beca inYoM:d ill qotiations on 
behalf of migrant farm worten in South Florida. and served as I praidential appointee 011 die 
Board of the Legal Services Corporatioa. /tJ founder and Chair of die Los Anaeles 
Conservation Corps, rdevoted my energies to I much proaram rIdi!ciplioe and opportunity fOr 

. youq people left out of the mainstrtam but ea&er to work. In addition I supporu:d the IepI and 
educationaJ needs of Hispanic Americ:ans as a Boud Member or Ihc Mexican Americu lcpl 
.Dcfcruc: and Education Fund. Most recently. I have had the pleasure.e( set\'ina with my Soad 
friend -and one of America's most distinsuished public servants - Secretary or Slafe-design:a.te 
Warren Christopher, as a member of the -Christopher Commissioa- i~ptin, the policies 
and practices of the Los AnaeJes Police Depanment. 

I have devoted my nre, u • lawyer and IS a civic leader, to briDlina people fD&CdIer: 10 
buildina c:oa1itions chat serve the public intaaL As· United SIms Trade Repn:sentarive. I 
believe that I can eff'ectivdy buDd upon tJw record to dcv~lop coalitions that .m rauIt in cJeII' 
and consiistent trade poI.iciea - policies which benefit the ci1izaIs of this couDtrJ. Those 
coalitiolU must be bipartisan. We must dcvdop them togedler. Trade pelky docs not lend itseJf 
to partisa.. solutions or stand apart from economic policy. and this A4miaistra1ion win DO( stand 
apart fioun Congress. J pledse to work wilb the members of this Committee. wid! aU of the 
members of the 103rd Congress and with the privaIe sectOr to ensure Ihat our trade efforts will 
empower our citiZen! to compete and win in the a10bal mutcqJlace•. 

• IlIOn! ­
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.As this committee knows well, the incomina Administration faces an extraordinary amy o( 
challenging trade issues. I think. )4Ou will, understand ttaal we have not yet formulated our 
policies ll)ward many of these issues, and want to do so in consultation with )'ou. Bul there are 
several key priociples that &uide my thinking, and the approach or the, Clinton AdminiSiration. 
to the trade issues lhal win confront us: 

Our trade policy must be pan of a axm1inated ~ integrated economic strategy. No amount 
of negotiating. bi1atcraJIyor multilalenlJly. can overcome or offset the burdens plated on U.S. 
companies from misguided economic poticics or unconlr011ed health care costs. Nor are IIiIde 
negotiatiOns. a substitute (or educating our children or trainina our workers. The Clinton 
Administration wiU not blame Olher coul'lllies (or IJUr own domestic shortcominss. We \\'iJI not 
solve .thme problems overnight, but we will deal widt them agressivdy and (ortJui&hdy. 

Trade pjllky is not the only reason that· we are failin& to meet the dWJenge or &Jabal 

«>mpetition., but it iJ stilJ a very importa.Dt fadar. This Administration will favor increased 

trade; we: believe it is vital (or a srowiaa U.S. economy. But Ihe days wherl we could alfonl 

to subordinate our economic: interests to foreign policy a.r1d defease concerns an: long pat. AI 

Pre:sident-clect BiU Clinton has noted time and apin, our _anal security is directly reIared to 

our ecorXXlUc viability. We will not be pidcd by the aSsumption thal ocher nations ~ ow 

commitment to free trade and open maRas, wbeo the raJ world evidence. mates it cJar that 


.some do DOL We will insist that our tr2dinS partners join us in wenathcnina die intemadonal 
trading system. . .• ,<, " . . ':---c.-,,~,-, , ,'. ',~ ,_~ , 

We will work to open Coreian markets to U.S. manufactuRd goods. agric:ulluraJ products and 
services. Our prosperity depends in latp pIIt' onOW'~ty to CKpart. Allowing other nations . 
to close their markets provides them wiill In ~ competitive advanblge in key sec.1OrS. 
This committee wa.s iostrumcncal in the bipartisan effortj spaMin& sit years. to put in- place I 
more realistic, effective trade policy. (pledae to you tIW I wiD use die tools you have Jiven 
this offi~ to protect and Idvancc U.S. intcreslS.- . 

~ is oothin& academic or theoretical about the job ( will undertake. i( you support my 
confirmation. III my visits with the Scna10rs on d\is conunillec, I benefitted from your 
knowledge ofour trade and economic problems. Each ofyou painted a viVid picture of che pain 
lhaJ many in our country Il'e sufferil18 (rom loss of jobs and u:onomic- opportunity. I nvelled 
all over this couotr:y durin& the campaign dial just ended. and I waiJt to assure you tbaliliave 
sceO chat pain. 100. I will not be able to satisfy aD of you. or aD your constituents. all the time· 
• far from it - but I hope that you will know that I understand just wlw my efforts, and those 
of the Ointan Administration, mean to the people that )'aU represeot. 

.. 1DOrt • 
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I pledge to carry oue my responsibilities diligently (0 develop U.S. international trade policies 
and conduce trade negotiations. [wiJI work toward consistent trade policies that other counlries 
understand and respect•. I will aggressively urge our trading pannm in Europe. the Pacific 
Rim. andl elsewhere to open their markets to Americu goods and set"\Iice!. 

SpedflCaJJy.1 will urge other countries CD n:duce their tariffs and other barriers to market KCCSS 

in the ol'loing Uruguay Round. Tbe unfled StaleS must abo maintain ils abilily to respond 
dfcclivcily.1O Cord,n unfair trade practices. such as dumpiq and subsidlDDon.· 

I win mnve forward 10 DeloOab! the agreements that Presidem-ded Clinton bas called for as 
supplelIHmlS to the basic North Alrlerican Free Trade Agn:ement (HAfTA). The supplemental 
agreemeilts will deal widllhe environment, worbl- stmIards and safety, and unexpected import 

. surges. 

The NAJ"TA and OAIT oqoliations are only pan Of awide amy ofpn!ssiDl imetnatioaaJ tnde 
issues that await dle CUmoa Administratioa. or wiD arise soon after Janaary 20. The Unireel 
States must respond to tbc new Utilities Directiw of die Europc::an Communily. We have 
ongoing antidumping and subsidy cues &pinst imported steef from virmaIIy aD major U.S. 
tradinS putnen. HiBh on oar agenda wilb I~ must be Japu"s adbcrena: CD Ihe 
Semiconductor Agreement; lapu's DeW voIunIarJ R:Str.linl apeemc:Dl1'or automobiles: and the 
continmllg large 1apanese trade surplus wida the Uaited SlateS•. ADd we must address the 
upeomin, renewal of MfN treatmenr for me People's Republic of 0linL 

, wiJJ move tD cany out anodJer imporwI n:spon.sibili1y or !be U.S. Trade Representative ..,. 
enforci", a variety of U.S: Jaws aDd intcn1ldonallrldc qrccroen1S. The most notable of these 
laws is Section 301. If uodIer countty is viotatiDl a b'3de apeemeot with as or enpgina in 
unjustifiable. unreasonable, ordiscrim.inuory acts apiDSt ~ Ihea the U.S. Trade Rep~nlativc 
can investigate and negotiate with the other CX)UfJltJ. f see this aM odIer laws as among !he 
many tOOls that I can draw upou to help GpeIl foreip marlets to U.S. aporu. . 

Mr. Chairrna.n,· I abo Waot to directly addres.s the issue or the eIhicaJ and pvfessionaJ standards 
which wiD be defined aDd met DOl just by Ibis office but dlrougbout thls·AdminiStration. 

We campaiped tbrouJhout the country oa Ihc promitc d cbanp. CJauae in this context 
meaos we will slam the rewtvinl door shut. 

Like my co~. I have taken forinal steps to insure that DO prior affUialioa or rep~ntation 
. wiD affCd my independent judgment or CRI1e au tile appe:a.rance ofCODflict. Tbcsc n:.cusaJs 

are ~fica.Uy designed· Cor the office fOr wfUda lam beina c:onsidUcd. and they are 
particul.l!dy appl'Opl We ia fight of Ambassador Hllb' pledges fOur yem ,,0. . 
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I WithdrtM as a partner from the finn of Manatt, Phelps~ Phillips &. Kantor as of December 
31. lSl92. My name bas been removed from cbe name of "'e finn. During my tenure as U.S. 
Trade Representative. I pledge to have no professional con~ with members or employees of 
my forine:r law firm. I have also resigned from all ~,on whicb I am a member. 

I 

For a peri,i)d of one year, (will n:.gJXmyself from any ~on or matter which would have 
a unique and special etrCCl on any endty tbal bas been a client of my firm at any time durin, 
the put (1'0 years. I will permanently ruusc lDyself from any particular transaction or matter' 
involvins a client -Ncb m)' former finn has reprcsc:t1ledcOncerniaa thal transaction or matter 
durina my usociaIkm with the firm. I wilJ also perm.aneriuy recuse' myself in any particular 
matter "hich I scnred as coumd*bilein priWlC practice. ~&h I do not anticipate that any, 
such m.aJ:ttr would arise before the U.S.T.R. However, ,unless there is some unique and5pClCial' 
effect CD the clienr involved, I shall not recu.se myself on trade or poUq matters which affect 
tbe overall industry or industries of which &D)' of Ihe above 'clients is a part. 

, I 

Mr. OUTDID, before (conclude dlIs briefopeu..ing ~ 10 respond co qucmons which you 
and fOOl' c:oRc:apcs may have fOr me. I wam to er:press my deep appreciation to a few vet)' 
special people in III)' life. It was a privileac and a once--i~..1ireame eIperim:e to serve as the 
campaip cbair foc the President-elect. Tbe ICa.rb' t'amily has been blessed by the frienc:lship 
of Bill and HiIIaly ClintoD over Ibe last 14 yean. No ~ of this nomination couJd make me, 
prouder than the Presideat-eJcctfs confidence and trust in me. 

Like the Yacc Prcsident-ded. I am I JOn of the Slate of Tennessee. I grew up in a family that 
adD'liRd ;mel supported die Oore famlly. I want to express my thanks to VICe Pn:sident~lect 
Ciore bell: iu chis dwnber where he and his fatber bdore~m served tbeit c:ountty and brought 
such pride to tbox of us from Tenncssce.. . 

, , 
: ' 

r could oot be lirti", before you ftlday writbout the strength. commitment. support and love of 
my wife" Heidi aad my three ehi1dren: Lafie, Dou&Jas and AUx. To them t I pledge to help 
in any arid every way possible to ma.b: this country a bcttt!r place (or their futute - and for die 
future of' t:Ntty. American family. ! ' 

, 
'. 

, '" 


, : 
-a::tOI'1r­
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T~~= 1..!\Jr7':=:J::7AIE:: -:-::'ADE AEPt1ESENTA TiVE 
E~:C?c:';:iVe C;~;;::;= of the Preslcent . 

Washington, D.C. 20506 

statsmant of Amb$ssa4or Kichael Kantor 
TitIe VII Action I:ith Respect to the Be 

February 1, 1993 

I am today annoullcing the initial actions by thi\pnited states in. 
response to certain discriminatory procurement practices
maintained by the Buropean Community. These discri'minatory 
procurement pract.ices prevent some of our most competitive 
companies from selling products such as telecommunications and 
power generating equipment to government owned utilities. 
Government owned utilities make up the bulk of tJle European 
market in these sectors. This European-wide policy of 

.	discrimination agiunst non-EC products stands in stark contrast 
to the open and nc:m-discriminatory access their firms enjoy in 
selling to our pr(~ominantly private utilities market.. This 
situation is intolerable. 

The entry into fo:rce of the Ee's utilities Directive highlights 
the CUl:Tent imbalance in government procurement between the u.s. 
and the community. We have long sought to eliminate this 
imbalance by negotiating a strengthened GATT Gove~ant 
Procurement Code that provides access on both sides of the 
Atlantic. We have not sought a one-way deaL We have sought 
fairness. 

The. Clinton Adminil;tration intends to take firm ste~~ to ensure 
open and fair world trade. We do not want to close our 
procurement market" but we must insist that our m.aj9r trading 
partners show an e~ruivalent commitment to open and non­
discriminatory proc.urement policies. We stand l-eady to conclude 
an agreement, but ve will not hesitate to enforce our right to be 
treated fairly. 

I therefore announc,e the following steps: 

First, that ef:fective March 22, 1993 the United states will 
prohibit th.e procurement of EC sourced products' not covered 
by the GATT prncurement code: or by our defense and security 
related agreemEmts with Ee countries for all Federal 
agencies. 

Second, that tbe US'rR will immediately solicit public 
comments concerning the impact of other possible actions 
restricting iuports of telecommunications and power 
generating equipment from .the EC. 

. ,,: ... 
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Third, that the U.s. goverllment-wlll begin an immediate 
study of the desirability and feasibility of withdrawing 
from the GAT'Jr Government Procurement Code. We will seek 
public comments on this possible action, which may indeed be 
necessary if we-cannot obtain a better balanc'e under_ that 
agreement. 

This Administraticln does not: ta!\:e such action lightly. We 
believe that this isa measured first stepa UoS~ 
telecommunications and electrical supplie,rs have long suffered 
significant damage from the restrictions placed on them in 
European markets. While ve welcome many aspects of the recently 
issued EC utilities Directive, we consider it unacceptable that 
it retains such re:strictions. Over the past year, u. s. 
negotiators have ]!l!5!t several times with the EC to find a mutual 
solution. Despite our efforts, no solution haG emerged. The EC 
has simply refused to show a sufficient desire to conclude a 
balanced arrangement. I have instructed my negotiators to make 
every effort to cOlltinue working towards a balanced resolution of 
th~s dispute. In t~e absence of such an outcome, however, the­
united states will act and will act firmly. 

Today's action enjoys the full suppo::--:: of the President and his 
ntire Administrati.on. It has been taken only after careful 
onsultation wi.th a.ll affected agencies and guidance from the 
ational Economic Council. It reflects a strong desire by 

President Clinton to address the. trade problems af this country 
in- a manner that is fair to all, and that demonstrates our . 
commitment to a global economy. 

-2­
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February I, 1993 

Fact Sheet 

TITLE VII ANNOUNCEMENT 

united states Trade Representative (USTR) Michael Kanter teday 
anneunced the Administratien's intentionte pr~hibit awards .of 
c9ntracts by federal agencies fer preducts and services frem seme 
.or alIef the Member states .of the Eurepean Community (EC), te 
take effect with respect te u.s. issuances .of selicitatien 
published en or after March 22, 1993. The actien will be impesed 
under autherity of Title VII .of the omnibus Trade and 
Cempetitiveness Act .of 1988. Kanter alse requested public 
comment on this sanction by March 5, 1993, as well as on 
additional possible actions to be taken in response to EC 
discrimination against u.s. businesses in goveriunent procurement. 

Notice of this action will be published in the Federal Register 
on or about February 4, 1993. The notice will further request 
public comment concerning the costs and benefits of continued 
U.S'. participation in the GATT Agreement on Government 
Procurement (the "Code"), in connection with a U~S. Government 
study of the dl:!sirability and feasibility of withdrawing from the 
Code, which is now being initiated. 

Purchases coveJ::,ed by the Code (See Appendix) and purchases by 
u.s. government agencies in support of U.S. national security 
interests, including all purchases by the Department of Defense,' 
will be excludE~d from the prohibition on awards for EC products 
and services. Also excluded will be specific proc~rements or 
classes of pro~:urements where public health, safety, or public 
interest considerations reqtliresuch exclusions. This action 
will not be taken if the discrimination identified in the April 
22, 1992 Title VIr ,identificatien is eliminated prior to the 
scheduled impos;ition of the action, or if the President 
determines such action to, be contrary te the natl.onal interest.' 

I. Title VII Statute, 

Title VIr of the 1988 Trade Act amended the 't'rade Agreements Act 
of 1979 to require, among other things, that the Administration 
annually submit to Congress "through 1996 a repo:r;t identifying' 
foreign countri.es that discriminate against u.s. products or 
services in government precurement according to ,specified 
statutory criteria. 'l'hese functions have' been delegated to the 
USTR by executive order. ' 

Title VII provides far consultations with countries identified in 
the report as discriminating and fer appropriate Presidential 
action with regard to such countries if the discrimination is not 
addressed within spe.cified time frames. 

http:countri.es
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II. Title VII Action with respect to the EC 

The USTR. announcement, Oil behalf of the Administration, follows 
the February :n, 1992 report to Congress in which the Bush 
Administration identified the Ee under Title VII for the 
discriminatory procurement policies of government-owned 
telecommunica1:ions and electrical utilities in certain EC member 
states. specifically cited in this report was the EC's 
lIutilities Directive," which came into effect on-January 1; 1993, 
and Which requires Be utilities to favor EC goods over those of 
the u.s. and other foreign countries. The Directive replaces the 
informal barriers u.s. firms had faced previously in some EC 
markets with official discrimination in all EC utilities markets, 
with the exception of Spain, where the Directive will become 
effective on January 1, 1996, and Greece and Portugal, where the 
Directive will become effective on January 1,1998. 

On April 22, 1.992, pursuant to section 305(g) (1) Ca) of the Trade 
Agreements Act: of 1979, as amended, the President identIfied the 
EC as a country that maintains, in government procurement, a 
significant and persistent pattern or practice of discrimInation 
against U.S. products or services that results in identifiable 
harm to U.s. businesses. In accordance with the provisions of 
Title VII, the President modified the imposition of sanctions so 
that they would take effect by January 1993, subject to EC 
implentation clf the discriminatory provisions of the utilities 
Directive. Th.e President noted that in accordance with the 
statute, the s,anctions would be equivalent, in 'their effect, to 

- the discrimina,tion against U. S • products or services, and would 
be subject to such terms and conditions as he consjders
appropriate. ­

III. Background 

Previous Title VII Reviews of the Ee 

In the first two Title VII reviews in 1990 and 1991, the 
Administration passed information to the Congress on the 
practices of the EC and certain Member States with respect to 
telecommunications and heavy electrical procurement practices, 
but did not formally identify them under the statute. In the _ 
1991 review, however, the Administration announced its intention 
to conduct an "early review" of these practices in January 1992, 
pending an anticipated outcome in negotiations pn the Government 
Procurement Code. As a result of this early review, the 
Administration identified the European Community on February 22, 
1992 under Title VII as discriminating against u.s. businesses in 
procurememt by its state-owned telecommunications and power 
generation utilities. 
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Results ,of tbe 1992 Early Review .. ' 

The specific grievance cited in the February 1992 Title VII 
report is discrimination in equipment procurement by certain EC· 
state-owned telecommunications and power generation utilities. 
Many of these utilities have for years bought equipment (such as 
telecommunications switches. and turbine generators) exclusively 
from national suppliers. This broad, informal discrimination was 
replaced on Jj:lnuary 1, 1993 by the utilities Directive, which 
requires utilities to observe formal non-discr.j.minatory and 
transparent procurement rules. This largely favorable dire~tive 
is marred by a provision (Article 29) that discriminates against 
goods with over 50% foreign content by reQuiring EC utilities to 
apply a 3% price preference/to "European" bids; and giving 
utilities the option of rejecting non-European bids. Article 
29's te1JnS permit it to be waived for countries with whom the EC 
has concluded a bilateral or multilateral market access agreement 
covering utilities. 

In April, 1992, the Title VII sanctions were modified to be 
imposed by January, 1993 to provide U.S. and EC negotiators with' 
the opportunity to complete the Government Procurement Code 
negotiations and parallel telecommunications negotiations. Such 
a result would have enabled the Be to waive Article 29 before it 
was scheduled to take effect and to apply an open, competitive, 
and non-discriminatory system of procurement in ,these sectors. 
Despite this delay, and despite considerable negotiating effort, 
the utilities Directive took effect on January :1, 1993 with 
Article 29 in force. 

Negotiations 

The u.S. has negotiated both bilaterally and multilaterally with 
the EC to address discrimination in the telecommunications and 
heavy electrical sectors. Multilateral negotiations have focused 
on expanding the coverage of the Code. Code coverage would 
subject these utilities to the rigorous non-discriminatory 
procedures of the Code, as well as its basic national treatment 
principle.' It would also coristitute the kind of market access 
agreement that would allow the EC to waive Article 29 of the 
Directive. Moreover, it would add billions of dollars of EC 
procurement opportunities tor u.S. firms, helping to redress the 
1mbalance of U.. S. versus.EC Code opportunities. To date we have 
been unable to secure expanded Code coverage to: either EC· 
telecommunications or heavy electrical utilitie$•. 

Additionally, t:he U. S. and BC have negotiated bilat~rally over 
the last two years on telecommunications. Like,the'Code 
negotiations, however, U.S. and EC negotiators qave not been able 
to reach an agreement that would eliminate the discrimination in 
the EC market. 

http:versus.EC


-4-
, ' 

The U.S. is prepared to cont.inue'the negotiatibnS,with the EC. 
The u.s~ strongly prefers a negotiated agreement that provides 
non-discriminatory and effective access to EC u;tilities' 
procurement. 

I ' 



APPENDIX 


Major categories of non-Code-covered procurement include: 


.0 All services contracts, including construction contracts; 
. . 

o All contx'acts with a value of less than $176,000; 

o All contracts procured by federal agencies not on the 
followingr list: 

Department of Agriculture 
Department of Commerce 
Department of Education 
Department of Health and Human Services 
Department of Housing and Urban Development 
Department of the Interior 
Department of Justice 
Department of Labor 
Department of state ! . 

united states Agency for InternationalDevelop~ent 
Department of the Treasury 
General Services Administration 
National Aeronautics and Space Administration 
Department of veterans Affairs 
Environmental Protection Agency 
United states Information Agency
National Science Foundation ' 
Panama Canal Commission 
Executive Office of the President 
Farm Credit Administration 
National credit Union Administration 
Merit Systems Protection Board 
ACTION 
United States .Arms Control and Disarmament Agency 
Office of Thrift supermision 
Federal Housing Finance Board 
National Labor Relations Board 
National Media't:ion Board 
Railroad Retirement Board 
American Battlle. Monuments Commission 
Federal Communications Commission 
Federal Trade Commission 
Interstate Commerce Commission 
Securities and Exchange Commission 
Office of Persc)nnel'Management 
united states International Trade Commission 
Export-Import Bank of. the United states. 
Federal Mediation and Conciliation Service 
Selective Service System 
Smithsonian Im;titution 
Federal Deposit Insurance Corporation 
Consumer Produ(::t Safety Commission 
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Equal Employment Opportunity commission 
Federal Mari t.ime Commission . 
National Transportation Safety Boa,rd, 
Nuclear Regulatory Commission 
Overseas Private Investment corporation 
AdministrativE! Conference of the United states, 
Board for Int,ernational Broadcastinq
Commission on, civil Rights 
Commodity Futures Tradinq Commission 
Peace Corps 
National Archives and Records Administration 
Department of Defense 

', , 

"". '- ":-."':'!{¥"':.' ...,-~ , 
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OpeaJ.aa 5tltnnenl 01 ' , 
UaJted Staces Trade Represmatl,e Desipate 


MIckeJ Kantor 

before tile 


11ft-nee Committee 01' the ' 
Uo.iIed States Senale ' 

Jauuary l't 19:93 

Mr. Chainnan. Senator Packwood, distin&uisbcd Membcrsor Ihc Senate Finance Committee: 

It is a tremendous privilege to appear beron:)'Ou today I want 10 thank ~ident..erect Clinton 
for giving me this honor - to serve this AdminiSU'aliom and 10 serve my ccUnuy. i( 
recommended by this Committee and confirmed by the Members ofdle Unib:d States Seaate u 
the United States Trade Representative. This o(fi(% has always had a special relationship 10 Ibis 
committee and iis House counterpart. I value dial relationship and will work hard to enhance 
iL 

I have been a practicing lawyer ror nearly a quar1e:r ofa c::entury. Durina thai time. I !lave beea 
involved in hundreds o( negotiations ou issues nnaina from, aerospace 10 tnnsportatioe. &om 
energy to retailing. Over !bat same period of lime. I have beCIl i.avoIved ill qotiations on 
behalf or rlligrant farm workers in South Florida. and served as a presidential appOintee on Ihe 
Board of the Legal Services Corporarjoa. 1-1 rounder &ad Oair of lite Los A,.eJes 
Conservation Corps, I devoted my energies to a IDtIp prosram ofdisdpljne and opportunity for 

,	younC people left out of the mainstream bul eqer ID wort. In addition I supported lbc IepI and 
educational needs of Hispanic A.mericaos as a Board Melllber of abe Mexican A..rneria.a LcpJ 
Defense and Education Fund. Most n:ccntJy. I have had the pleasureaC scMa1& with my load 
friend -and one o( America's most distinauisbed public setVaDtS - Secrecary of Stafe-designare 
Warren Christopher, as a member of the -Christopher Commissioa- invesrigating the policies 
and practices o( the Los Angeles Police Department. ' 

I have devoted my Ufe, U I lawyer and u a civic leader. 10 briDlina people together. 10 
building cx.udons that serve the public intaal. As United States Trade Repraentative. I 
believe that I CUI effectively bufJd upon that record 10 develOp coalitions that .m result in cJear 
aDd consistent trade polkies - policies whidJ benefit the dd.r.ens of IhiJ couDII'J. Those 
coalitions mUJt be bipartisan. We must develop them tosedlcr. Trade po6c:y does DOl lend itsd( 
to partisaJrl solutions or stand apart from eConomic policy. and this Mministratic;m win DOt stJtId 
apart f'rotlI Congress. I pledge to wort with abe members oldUs Committee. with aU of the 
members of the 103rd Congress and with the priv.dc sectOr to easure dUll our trade efforts will 
empower our citir.cns to compete and win in the IJabaI marteqJlace• 

• IDOI1! ­
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As this committee knows well, the incoming Administration (aces an extraordinary amy of 
cha1lengi"l~ trade issues. ( think you will, understand thai we have not yet formulated our 
policies toward many of these issues, and want to do so in consultation with you. But there are 
several key principles thal guide my thinkina. and the approach or the Clinton Adminisarllion. 
co the trade issues that wiD confront us: 

, , 

Our trade policy must be pan of a coordil1a1ed ~ inrcgra.ted economic stnltegy. No amount 
of negotiating. bi1atcrally or multilaterally, can overcome ~ offset tbe burdens placed on U.S. 
companie$ from misguided economic policies or unconb"Ofled heaJdl care costs. Nor are trade 
negotiatiQIU, a substitute (or educatil18 our children or trainina our worurs. The Clinton 
Administtatibn wiU nol blame other counuies for oor own domestic shortcominss. We will not 
solve those problems overnight. but we will deal with them aggressively and fortJuiahtly. 

Trade pollicy ~ not the only reason that' we are failin& to meet d1e cI1a1JenBe or &Jabal 
competitiOn, but it is still a very important factor. Tbis Administration will (avor incn:ased 
trade; we believe i£ is vital for a growins U.S. CQ)notny.' But the days wheD wetOuJd alford 
to subordinate our economic interests to f'orcian policy and dcfcDSe concerns are IonS paL As 
President-eJect BUI CIiiltoa has noted time and again. OUf,aadonal security is directly related to 
our economic viability.. We will not be auidcd by the assumpcion d18l other aadODS share our 
commitment to free bade and open marb:ts, wben the real wodd CYidence makes it clear Ihat 

,some do Dot. We will insist that our tradin& partners joia us in strenStbenina d\e inrernationaJ 
trading system. ~~""',, ' , ,,', '.~ 

We will work to open Con:i&n marb:u to U.S. manufactured goods. aaricultural products and 
services.. Our prosperity depends in large ~'on,ouralrility to aport. AlJowil1l other nations , 
to close tbeir markets provides them with u enormous cnmpetitive advanraie in key seetOn. 
This committee wu iDStnlmentaJ in the bipartisan effort, spannina six yean. to pul in' place a 
more realistic, effective trade policy. [pledae to you thai I wiD use the tools you have liven 
this office to protecl and 8dvance U.S. intmslS. 

There is oothin& academic or thcoretiaJ about the job f wiD undertake, if you support my 

confirm.atiOI. In my visits with the Senators on this commiaee. I bencfhtc.d from )'OUr 

knowledge ofour trade and economic problems. 'Each of you ~ntcd a vivid picture of the pain 


, that many in our COUI1Iry are suffcril18 ,from loss of jobs and economic opportunity. IlrIYeJJed 

all over tbb couDt'rJ. durin& the campaiga dw just ended. and I wai1t to usura you tbat I have 

seen thai pain, too. rwiD not be able to satisfy all of you. or aD ~ constituents. aJllhe time • 

• rae from it - but I hope thai you will know thai f uncSerstand just whal my efforts. and thcHe 
of the Clinton Administtation. mean to !he people that you represenL 

"1DOI'e • 

j, . 
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[ pledge te) carry out my responsibilities diligendy to develop U.S. international trade policies 
and conduct trade negotiations. [will work toward consistent trade policies that ocher countries 
understand and respect. I will aggressively urge our trading partnerS in Europe. the Pacific 
Rim. and elsewhere to open their markets toAmeric::an loads and set'Vica. 

Specif'tcalJly. I will urge other COUDtries ton:duce their wiffs and other barriers to market access 
in the O"loinl Uruguay Round. The untied Statr::s must abo maintain ill ability to respond 
ef'fcctiveJy,to fOJiign unfair trade practices. such IS dumpna and subsidizalion.' 

I will move forward to rqoaall! the ~ts dw Prr.sideDt-eled Clinton has called for as 
supplemenu CO die basic Nordl ~can Free Trade AgreerDent (HAFfA). Tbe supplemental 
agreemenllS w~U deal with die environment. worm stmJuds and sakty. and unexpected impon 

, surges. 

The NAFr A and CiAIT negotiations are 01'111 panOfa wide anty ofpressill8 internatioaal'trade 
issues tIW await die CUruoa Administrati~ or wiD arise 100ft a&r Janlllty 20. The United 
Stales m\1St rapond to Ihc DeW' Utilities Oirecti~ 01 the European Community. We have 
ongoing antidumpioa and subsidy cases qlinst imponed steel from virtuaDyan major U.S. 
trading partners. HiSh on oar lIeDda witb J__ mast be, lapu·i *renc:c 10 the 
Semiconclluctor Agreement; lapu's DeW 'IOIUDtarJ re:st.raint qreemc:m for automobiles: and the 
continuing large 1apanese trade surplus with the Uaited States., And we must address the 
upcoming renewal of MFN treatmeDI tor me PecpIe's JtepubI.ie ofOlinL 

( will move to carry out anodM:r importa.rr n:spon.sibilily,oIlbe U.S. Trade Rc:prescnlative ­
enf'orclna a variety of U.S; laws aDd international trade ap:emencs. 1be most ootabJe of these 
laws is SectiOD 301. If I.DOC.ber country is violatiDl a rrade qreemeaa with as« engqin, in 
unjustifiable. ~nreasonable, or discriminamry ICtS apiD5t us. thea the U.S. Trade Representative 
can investigate and negotiate wilh the other COWIfJ.1 sec,dais arxJ eMber Jaws as antO"I the 
many tOols thai I ca.a draw upon to help open f'oreip martets to U.S. esports. 

, Mr. Chaimaa,·1 abo Waotto directly address the issue ofthe ethical and pofessionaJ standards 
whicb wilD be dcfi.Ded and met DOl just by IIIis office but throughout this AclminbU'ation. 

We campaigned tfuou&bout the country oa the promiJc Or c:b:qe. CIaanse in this contot 
means we will slam the rewlvini door shut. 

Like my colJe:.agues. I have f3hn formal steps to insure ~ DO prior affUiadon or representation 
, wiD a.ff'~ct my independent judgment or create au Ihc appevance ofcoafUct. ~ ruusals 
, are specifically designed Cor die offia: for whicfl I am heiDI consKfcred.and they are 
particuW1y approplWe in Ught of Ambassador Hilh· pledges four yean 110. ' 

, . 
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I wit.hdm. as a partner from the finn of Manan, Phelps. Phillips ..t Kantor as of December 
31, 1992. My name bas been removrd from tbe name of the rum. During my !enure as U.S. 
Trade Itq)Rscnta!ive. I pledge 10 have no professional contaCts witll members or employees of 
my former taw firm. I have also resigned from all boanlson whicb ( am a member. 

For a period of one year, I will recuse myself from aJJY transaction or matter which would have 
a unique all1d .special effect on any endty tJw has beien a cUent at my finn at any time during 
the past two years. I will pc:rmancDtly recuse myself from any particular cra.nsaction or Maner 
involvina II client -hiclt ID)' former firm has l'eplesentedconccminl that transaction or matter 
durins my ~ with abe firm. Il will also permanently recuse· mysdf in any particular 
matter which I served as counsd while in privale pr1Ctket aIthoup I do DOt anticipate that any. 
such mattc'r would arise before the U.S.T.R. However, unless tbcre is JODJe unique and!pCcial' 
effect 011 the client involved. I shall noc recuse myself on trade or policy matters which affect 
the overall! industry or industries of whidJ any of the above clients is a part. 

Mr. OuWinaD, before I conclude IhJs briefopen.ina sta.remcnt to .espood 10 questions which you 
and )"OUl coRc:ap:s IDa)' ha-ve for -. I ww to express my deep appn:ciation to a few wry 
special people in myUfC.. It was a privilep and a once-iJl-a-Uredme exper1nce to serve u the 
c:ampaip chair fOC' Ihe President-elect.· The Kat*X' family has been blessed by the friendship' 
of BillIDil Hillary C1iDlOD over the last I. yean. No aspect of this DOmination could make me 
prouder than the Presidem~ect's confidetxe and bUSt in me. . 
Ute !be V'ace President~ I am I JOn of tbe State of Tennessee. I grew up in a family that 
admired aDd supported tile Gore family. I nm to expn:$I my tbanb to VICe PreWent-elect 
Ciore here ia Chis c:lwDber "hue be and his fatber bdoreltim XlYcd tbeir country and brought 
such pride CO those of us from Tcn.oessce. ' 

I could oot be sittina before You tcda.y vrilboul the strengtb. commibneftt. support and love or 
my vife" Heidi aud my du1:c dliJdren: Leslie.. Dou&Jas and AliI. To d1em, r pledge to help 
in any and every way poSS3,,1e to make this country a better place for their future - and for tbe 
futwe rJ t:Vt:t"/ American famfly. 

Tha.nk JI~ Mr. Oairmu. 

III 

• IDOI'f • 
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