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REMARKS BY AMBASSADOR MICHAEL KANTOR
SEMICONDUCTOR INDUSTRY ASSOCIATION

- WASHINGTON, DC
‘March 3, 1993

1 want to thank you fof inviting me here this evening to jdin
you in honorizng Lioyd Bentsen and my fellow Californian Norm
- Mineta. They are both frievnds and colleagues: I‘eaders who
recognize the’ imberativé of maintaining American leadership in the

face of massive global change.

Two houfs ago | had the opportunity to meet with Jim
Norling; P'at Weber, and other members of SAIA”é,Iead;rship. Our
discussion was open, frank, and constrt,lcti\féT That’s trade talk |
for getting down to business quickly. We dealf with issues that
are high on our agenda -- continuing to open the Japanese' |
- semiconductor market -- eliminating the 14% European

Community tariff -- and concluding the Uruguay Round so that we

can boost Americu interests and stimulate global growth.
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The semiconductor industry is a building block of our high-

tech future. It is a leader in demonstrating what Americans can

do when the crunch comes, when you have to compete. In the

last four years you have completed a remarkable turnaround,

closing an enormous gap in global market share.

This achievement came about because of your willingness to
invest in new technologies, to accept new challenges and to

foster a growing partnership with the U.S. government.

Sematech is a case in point, a demonstration of how joint and

strategic economic decisions pay off. The President has every

intention of making this partnership stronger.



3t
1 want to talk to you about trade. It's a complex topic. Just

look at todéy"s ne-»:spapers: Nissan is reporting its first anoual
pretax loss siﬁge 1951. Coga-Coﬂ‘a is going to build ten bottling
plantls' in China. Russia is competing with us to sell fighter planes
,’in Malaysié and has agreed to accept paymeht in palm bil, fabrics,
and‘ other ngods. An archaic steel mill in easfern C;ermany is
struggling to find a placé ina glutted steel market. The European

Community is asking for talks on steel.

I’'m here to tell you that in the midst of all this complexity,
we have a clear direction. And it goes without saylngthat we
have, in Bill Clinton, a President who understands the connection

of our domestic economy to the global marketplace.
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You will not be shocked that | intend to say good things

about President Clinton’s economic policies. 'As his campaign
chair | did everything | could to put him into the White House. So |

am not shy in stating my belief_that the President has the country

headed in the right direction.

The President’s economic program is comprehensive. We
need every part of this package. Some beople are going to tell
you that we just don’t need the short-term stimulus, that the

economy is back on track and let’s just save the money. Well,

don’t listen to them.



Unemployment is still at 7% and has been so for over 14

months. More thah' one in ten Américans are now on food stamps
- the Iarg'est' number of persons to us.e_ this program since its
inception. Sixteen million Americans are looking for full-time
work. The relcovery‘is profbundly uneven, and tob many
industries are still shedding workers. 'Cavlifornia's economy, as we
~all know; has yet to see tHe light of day. The short-term 'stimuius
package is as important to.this President as every budget cut and
commifment to long-term investment. ‘:We want thi_S recovery to

kick in for every American, and we want it to be broad-based and

Y

lasting.
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| am asking ybu tb support our President’s policy, and to
work with us to break the.gridlock. This Administration is
corﬁmitted to real épending cuts -- a relentless attack on the
| ’deficit -- and an investment pblicy that is vitai to our ébility to
.compete globally. We want people back oh the job soon, 2 million

kids working this summer and new investment dollars to retrain

- our work force.

We recognize there is real pain involved in passing this
economic program. But there is no going back. If we don’t seize
this opportunity to get America’s _économy,ﬂ back on track, all your

efforts to be globally competitive will be meaningless. - We must

all be committed to change.
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Our comnﬁitment to change ref'lecfts our awareness that
America'é economic and trading interests can no longer take a
back seat to traditional definitions of féreign policy and national
security concerns. Now, that may seem entirely sensible to you
and long ovefdue. ‘But let’s recognize what is being doﬁe here.
We are oveftmrﬁing four decades of fixed assumptions about how
this goVemment looks at the world. The new reality is that our |

national security is completely interwoven with our economic

security.

Trade poli’.cy in this AdministrationAi’sn't gbing to be an add-
oh or an economic filler fo compensate for the;lack of‘a- domestic
policy agenda. it totally integréted with the rest of the President’s
economic program. 'T’h‘is President ié determined t(.:) create a new

framework for how we think and act economically.
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This is a President who has already made it clear that we will

"compete,' not retreat.” The United States has led the world in -

creating the global market system that is now emerging. We do

not intend to go backwards.

We are committed to opening markets, determined to increase
opportunities for American corporations. We have every intention

of creating a new framework of shared responsibility with our

trading partners.

Above all we want a global trading system that fits th»e 1990s,
fhat recognizes the worid asitis rafher than as it ohc”é was. We
are in a period of maséive, global transition. We need new rules
’of engégeményt to ensure global ‘economic growth. We want
shared reépohsibility, no free ‘riders and a new.s'et of standards

about what is productive behavior.
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‘The President summed it up best in a speech last Friday at

American University. He said our trade policy "will not be a policy
of blame, but one of responsibility. It will say to our trading

partners that we value their business, but none of us should -

expect something for nothing."

We intend to carry out a trade policy that meets the
President’s standard. We are asking our trading partners to work
with us to establish clear and enforceable rules that expand trade |

and abide by those rules. Our question is: arg, you wrlhng to

f " accept new responsibilities in return for the opportun:ty to

~ compete in the new world economy -- and act to fulﬁll them?

Let me make it clear: we expect the markets of other

lnations to be comparably open to U.S. goods and services.
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Shared responsibility also means that we will not blame our

trading partners for our own failures. Our deficit, our lack of a
long-term investment strategy, our failure to invest in our own
people -- these are not the fault of others. They were Made in

America, and they can be Changed in Ameriéa.

Most importantly, shared responsibility means that our
-trading partnérs must carry their own weight. The U.S.-Japan
g Semiconductc-:r Arrangement is a case in point, The American .

semiconductor industry is a global leader, number one in every

market around the WOrld except Japan. Specifically, not counting
Japan, the U.S. 'share of the world market is a whopﬁing 53 %,
~ and the Japanese share is half that. That’s competitive. But in

“the Japanese market, we still haven’t cracked 20%.
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To be sure, our sales in the Japanese market have climbed

somewhaf. But the results to date are not sufficient. We have
made it abundantly clear to our Japanese counterparts that we

expect substantial progress. Like you, we will be paying particular

attention to the fourth quarter number that will be issued in about

two weeks.

!

As called for by your Board today, we will work with you to

ensure that this agreement is fulfilled. This is what the President

means when he says that our trade pellcy ls one of

e RN LT e L
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“responsibility.“ A bargain struck :s a bargam made

This Arrangement remains in force thfough 1996. We expect
to use it as a vehicle for steadily improving market access. We are
'resolute and determined to get results. USTR will be vigilant in
menitoring the progress of this Arrangement. We fully expect

Japan to live up to the letter of the agreement.
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| We als'o‘se’e,k results in Europe, and in a successful conclusion.
to the Uruguay Rouknd,' which is a particplar concern bf this
industry. ’Fkravnkly, we find it unacceptable thét the EC'remains
reluétant to eliminate ité 14% tariff on semiconductors. We have

already made it clear to our counterparts in the EC that this is a

U.S. priority..

President Clinton i§ fully committed to a successful Aconclusion‘
of the Uruguay Rou‘nd, “We wiill seek renewal §f the fast-track |
aufhorify to conclude the Round. “-But we will determine the
tfming of that request and the dﬁration of the authority only after

extensive consultations with Congress and the privaté'"sector.
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COMMITTEE ON FINANCE
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Please Note:

" The enclosed transcript of your recent
testimony before the Committee is fur-
- nished so that you may review it and
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In the event the Committee has not
- heard from you within the stated time,
it will assume you propose no chariges.

‘Please retum corrected transcript to:

Wayne W, Hosier

U.S. Senate Committee on Finance
Room SD-205 ~

Dirksen Senate Office Building
Washington, D.C. 20510-6200
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STATEMENT OF HON. MICKEY KANTOR, UNITED STATES TRADE

REPRESENTATIVE, WASHINGTON, DC

{

. Mr. Kantor. Thank you very much, Mr. Chairman.

"I will submit my full statement for the record.

7:»ng -(

i

311

The Chairman. It will be placed in the record.

.[The prepared statemenﬁ 6f Mr.kKantor appeafs |

in the aépendix.] |

| Mr; Kantor., And I will go through it, not with
repetivity,’but certainly in a wa}‘that gives yOu
tﬁe outlihe without taking too much of the
committee's'ﬁime so'wé can have more time for
questions and té respond to tke man? and varied and
fraﬁkly very serious questions that were raised here

today.

t
N

Let me just note before I begin,’Senator

- Rockefeller, I couldn't agree with you more and the

President could not agree with you more.

The reason I asked the chairman for the'

'courtesy of delay for this hearing‘fér one week was

to allow the President to speak at American

University and to lay in broad, but, I think, very

vivid terms that hevagreed with much, if not all of

what you just said, especially connecting trade

PLEASE RETURN TO:
Wayne W. Hosier

Moffitt Reporting Associates ‘&mgeCommﬁﬁifﬁﬁﬁ
205 {hrhsen By

(301) 350-2223 Room SD-2:3

Washington, D.C 2051
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policy which is after all a précess-to an integrated

economic policy, and that, numbef two, our national

'se¢urity.is strictly tied to our economic security

here at home.
As you know, that was in the American

University speéch. It is in my statement. I will

not take the committee's time to reiterate that, but -

I think it is something on which we agree on across
partisan lines frankly that is long overdue.
.~ And everything I do in serving this President -

and working with this Congress and representing the

American people will be in that light.

I welcome the opportunity to appear before the

- committee today tq“disgussfthe¢app;ngpland -

' direction of trade policy in this Administration.

This is my firSt“pubiiéﬁappearangg'béfére a

congressional committee since I assumed my

responsibilities, but, of course, we have had two

private sessions. ' And I have had numerous personal

contacts with éaéh'éf you,'whiéh I have found

‘-extremely.valuablé and very helpful to me.

I am delighted that I caq'aépear first before

this committee which recommended me for confirmation

to the United States Senate for which I am very

grateful.

Moffitt Reporting Associates
(301) 350-2223
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In the President's February 26th speech at

American University, he set forth his vision of

America's role in the global economy, confronting

the third, as he caliedfit, defining moment of the

-twentieth century. .

The United States will be fully engaged
internationally,,ﬁot'turning inward. In fact, it
was just said earlier, we will compete not retreat.

'We see our prosperity bound up with the

 prosperity éf‘our trading parthers; \Where trade

‘policy is concerned, the United States will continue

to champion open markeﬁé and expanded trade, but we
will insiét that the markets of other Nations be
open to our pfoducts and~servi¢es, as Senator
Rockefeller has just referred.

As the President said and i repegpt‘we wili
compete, not retreét.‘ |
Let ﬁe start with‘the principles that will

-

guide the Administration's Trade Poiicy as

articulated in President Clinton's speech at

American University.

In this Admiﬁistration, trade policy is part éf
aﬁ integrated econqmiC’pblicy.v(And the fundamental
goal is economic growth and the creation of high-

H

wage jobs for American workers.

Moffitt Reporting Associates
' (301) 350-2223
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1 Nothing is‘more important_tq~pur economic
2 prosperity, 6ur compétitive success, and our trade
3 policy than the adoption of the President's economic
4  _ package. | |
5 President Clinton was elected t6 geﬁ the
6 economy back on track. The lack of investment and
7 'ﬁhe deficits have crippled‘our'economic-performance.
8 And certaihiy, all of you know that better than I.
9 If unaddfessed, they could consign this country and
10 its children £o a‘diminiShed economic futuré.
11 ’ A real attack on the budget deficiﬁs wili
12 .reduce 1dng-term inﬁerest‘fatés which wé are seeing
13 today, lead_to increased investﬁént‘and job groﬁth{
14 Moreover, the link between the President's prbgfam
15 | ané our ;bility to proﬁote global grqwth‘is
) " 16 inescapaﬁle.. | | -
17 A Growth will-résume through concertedAaction‘By
18 " the leéding'economic powers, our attack on budgétr I
19 ‘fdeficits, frankly, Germény's.willingneSS'to 16wef
20 | inte:eét fates,’and'Japan's réadinesé to siimulate
21 its own‘doﬁestic‘econoﬁy.
22 President Clinton's call to arms makes it
23 pﬁssible for him to enlist otﬁer‘Nations in‘jcining'\
24 us in a cohéerted»effort_fo pfqmdtelglobal growth.
25 Two, pastAAdministrationg havé‘oftén'neglected

Moffitt Reporting Associates
(301) 350-2223
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U.s. econoﬁic and trading interests because of
foreign peolicy and defenSe.cohcerns. And they may
have been legiéimate at points; The days when wev
could afford to do so are logg;pastf In the post-
cold-war world, our national security‘depgnds on our
economic strengtﬁ.

In the immediate aftermath of World War II, the

United States led the free world in creating a free

- and open'trading system. The Bretton Woods

A'Agreement, the Marshall‘Plan,;the creation of GATT

and the IMF are alIAtestimony;to the Vitality of thé~
free world in creating a pbstfwar economic system.

| our foreign and econ&mic1poliqy in the post-war
era deserves credit for its historic
accomplishments. By the early 1970s, however, our

trading partners had begun to come of age. And

‘external shocks, such as the oil embargo of 1973,

joltédrthi;‘economy, the trust in the steady,
economic growth, and a secure'domesﬁic market.’
'Américan businesseé and workers had difficulty
adjusting‘to the new dynamics’ of world trade;
ﬁéually important, gqvérnment’policyvdid not changé.
American jobs and economic inferests continued to
take a back seat to foreign policy concerns.
«We~wi;1 continug to playfourréart.in making the

Moffitt Reporting Associates
(301) 350-2223
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. international trading system work, but we will

insist on our trading partners‘bearinq their share
ﬁf‘the responsibility as well.

We will compete. And we‘ﬁave proven that we
can. Because of failed government policies and the
difficulties in adﬁusting to é new global economy,
the United StatesAhas‘had seriédé compeﬁiﬁor
problems in many areas of the:economy.

I have no doubt of o#r ébility,'of our
corporations,'our,farmers,'and‘our workers .to
compéte. In many seétors, coﬁpﬁters, aircraft,
machinery, agriculture, motioﬁ picﬁures, financial

services, American companies and American workers
; .

A<set the standard of excellepce in the world.

Export expansion has been the b£igﬁt‘spot in an

otherwise dismal economic picture over the past few

o

years. ‘From 1985 - through 1992,:U.S.'merchandisé

éprrts inéreqsed from éézzybillion-to $445 billion,
in current dollars, a doubling,“a viftual doubling;
We will seek to expand trade by opening foreign
markets. And we will enforce our laws here at home.
One of my principle responsibilitiés as USTR is to
open foreign markets and bfeak down barriers to
manufactured goods, a&riéultﬁral produ¢ts; and
services. |

Moffitt Reporting Associates
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We are not a perfectly opeérmarket, Mr.
Chairmén; of course, but beéause of histofy,
practice, and our concern for méximizing cénsumer

choice, this market will always be basically open.

‘And let me note, we are the largest economy in the

world with an open market. And that is not even a

¢lose question.

There are some smaller economies with markets

that are somewhat mofe open, but this is the largest

.open market in the world.

"’ Consequently, we need to use every tool at ouf
disposal, multilaterally whére:possible and
bilaterally*whére.necessary to make sure that other
markets Are compa:atiyely open:tb our dwn.

in today's global economy( allowing othér
Nations to promote and protect:their %pdustriés;
building profits from secured home mafkets while

targeting our open market is a formula for

competitive suicide. -

President Clinton has' consistently affirmed hié.
support for NAFTA, the North American Free Trade .
Agreement, provided it is accompanied by effective
U.S; domestic econonmic policieg_and éupplemented’by

additional agreements and domestic actions to

" address concerns regarding labor, the environment,

Moffitt Reporting Associates
(301) 350-2223
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and safegquards against imporﬁ éurges. I know it is
a‘§ubje¢t Senator Cbafee wénts:té talk about tqday.
"Our goal ié rathervto ﬁegotiateAthe necessary
supﬁlemental agreemeﬁts and tofwork with Ccngfess to
develop impiémentingvlééislatiéh so thatlthe NAFTA

and the supplémental agreements and domestic

' measures can be in place by January 1, 1994.

on March 17, we will begin negotiations of
supplemeﬁtal‘agreements‘on labor standards and

safety, the environment, and import surges, which

the President called for during his campaign, in

fact, on October 4, 1992 in North Carolina. We

reiterated it on December 17, 1992 upon the signing

of‘the NAFTA. SR e T e LT

We will pursgg t§gseM§qrgements'vigorously.
Let me assure you ﬁhaf’ﬁé.ﬁiiluhotvséé}ifiée
sﬁbstance for speed nor will we délay our efforts in

the name of an artificial timetable.

These will be done and done in proper fashion

and done in time for the implémentation date of

Januar§ 1, 1994, Senator'Bradley.

v: »we want the agreeﬁents t; have mechanisms and
provisiohs to help raise standards where‘tﬁey are
deficienﬁ, strengthen nationai enforceﬁent of
national laws, improve fhe U.S.-Mexico border

Moffitt Reporting Associates
~ . (301) 350-2223
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environment, and ensure as far as possible that the

'NAFTA promotes prosperity and improved social

conditions in allnthree countries.

i am optimistic that we ate going to achieve
these éoais. M?inexican counterpért, Minister éerra
?uche,'has told me that he would like to view these
talks not as négdtiation, but collaboration.

Mexico has excellent labor and'environmentgl
standards;on its.books.: Aﬁd’Ptesident Salinas_has'
répeatedly recognized the néed;to stréngfhen
enforcement.

And these negotiations will be breaking new

ground for the United States and for our continent.

We want to promote the strongeét possible

improvement in all areas. At the same time, we have

tb:bearvin ﬁind that the agreémentS'wiil apply ﬁd
us, as well as to our neighbors.r |

>M; staff and I will be looking to ybu‘and‘to
our expérts in the labpr and énvironmental
communities to find ways to addreés these problems
as fhé;negotiatioﬁs progress.

The Gruéuay Round, it is:élear that Président
Clinton is committed to the s#ccessful completion of

this round of multilateral trédeAnegotiationsi’which

has been ongoing since 1986.

Hoffitt'Reporting‘Associates
(301) 350-2223
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Sir Leon Bri£tain, the EC Trade Ministef; was
here on February 11. And I énnouncedrthe_>\
éresidentfs decision to seek:the renewal of fast
track pfoéedﬁres to éompléte:the round.
Anbassador Urksa was juét in Europe. And I
will go on the 28th of this ﬁbnthuto meet witﬁjsir

i

Leon Brittain and his colleagues, by the way, Mr.

“Chairman, to continue these discussions.

We are in the midst‘of that process, as I have
indicated. And no final decision on time or
durationjof»fast track has been maﬁe, but obviously,
I am willing to discuss thatfhere today'with the
committee. |

I thipk that wé.can coméletgbthe round . in ‘a way
that will benefit the»United;States and the world
economy . ‘But based on ogr discuSéiog; to date, I do
not believe that,wé were as ;lose‘to coﬁpletion as.
someone reported in early,Japuary.

'I told Sir Leon that our goal was a good

» agreement, not just a quick éne. The question of -

whether we can reach an agreement depends veryAmuch

on the market access commitménts for goods and

‘services, which are still being negotiated.

If we reach ambitious agreements on market

access, cutting tariffs, breaking down non-tariff

ﬁMoffittyReporting Associates
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barriers, the round will hold out potential benefits

"of a magnitude:that will inspire enthusiasm

throughout the entire American ‘community.

The round depends in the first instance on the
U.S. and Eufopean community leaaership in setting*‘
out the‘émbiti&us objectives to be achieved in areas
such as market access for goods and services.

_ As far as the European community is concerned

'in a bilateral relationship, Mr. Chairman, we have

our share of current difficult ‘issues.
" Despite this[ our trading relationship with the
European community is one of the most important in

the world. And it is critical to the integrity and

vitality of a multilateral trading system.

We have'welcomed the Egropéan projéct for its
elimination of trade barriers between 12 of our most
imporﬁant ;:ading partners, b:inging a single
market, comparable ip size to our own, but we»insist :

that Eurcpean integration, legislatioﬁ,~and'policies

‘treat U.S. firms fairly.

As far as the relationship with our Japanese
trading partners are concerhed, the U.S.-Japan trade
relationship needs immediate and serious attention.

Numerous barriers remain in Japan which prevent or

frankly dramatically reduce”thé sale of U.S.
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products and services which are highly sought after

in other countries around the world. And none is .

more apparent than in the semiconductor area.

We must insisi fhat Japan fully implements the
range qf égreements already negotiated, and |
imélement them in such a way tgat they provide
impgrtanp, conérete benéfits to our country and
ofher non-Japanese.suppliers-

We will be reviewing the ﬁrogréss on the
Semiconductor Agreement to monitor the'éro§§ess

being made towards the expectation 6f a 20 percent

‘market share in Japan for foreign semiconductors.

~ Obviously, we will also be looking at autos and

~auto parts, procurement, services, and other areas.

Let me close on a personal note, Mr. Chairman,

thch I mentioned in my confirmation hearing. There

is nothing theoretical about the job I have or the

I traveled around the céuntry during the last

campaign. I have seen the pain inflicted on people

and communities from jobs lost as a result of the

- changing global economy.

In fact, Senator Riegle, I have just returned

from Michigan, as you know.

. I have spoken with many of you. And through

t
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represent. Together we need tq find the mix of
policies to rebuild the UfS..economy so that our
children have thekopportuhiiies that wé werekA
fortunate enoﬁgh to have. o |

Thank you very much, Mr. Chairman.

The Chairman. Thank you, Anbassador.

38

And can I’fake the occasion for the committee

to welcome back Ambassador Urksa from Geneva?
It is nice to have you with us.. You have
always been on our side.

[Laughter]

Mr. Kantor. He is even more on our side now,

Mr. Chairman.

let me also, if I miqht,;introduce my new

’ General Counsel, Ira Shapiro, who some of you know

i

very well.

. The Chairman. ﬁr. Shapifo, we'welcoﬁe you.

Mr. Kantor. And Nancy Lamont who heads
Congreséional Relations who also all 6f you, i
think; know very well.

The Chairman. Ms. Lamont, wve wili be seeing
much of you.

Mr. Kantor. And part of the best, I think,
professional staffs in Washington, if not the best,

Moffitt Reporting Associates
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1 'frI believevit to be the bést, Assistant USTR, Chip
2 v.Rowe. ‘Chip*is right here. ?
3 | | fhank you, Mr. Chaifmanf .
4 - ‘The‘Chairmanm Thank‘you again, gir.
5 “k Ambassador, you gpoke first of all and pfoperlyf
6 | about the North American Free T;ade Agreement.’ And |
7 you said the agreement has been con¢1uded. It was
8 - signéd.simultaheously in Qttawa‘and‘MeXico Citf §n§<
9 here in Washingﬁon.in Novemberi
10 | You éaid thgt our<goa1‘--.and during the
li A' qampaigﬁ4 then querno? Clinton indicated hé would
12  waht‘to have three side agreements, not amending the
13 agreement itself, bqt having the fdrce of

14 intetgo?ernmentélrééfééignt;iW?Xﬁggthé?ﬁngé\tb'ﬁavé
15 't6 do Qifh labor staﬁdgxdgﬁaqdAenvironmental
16 standards and with the §uestion of imp;;t,surges.

_ 1?0 o ~and you éay'in~your writtén statement and you
is 'did take the trouble to read this out,r"Our goal ié
19 rathéf to negotiate the ;ecessﬁry supplemental
20 f agreemehté and go to work with.Congress to develop
’21’. implémentihg legislétion so that the NAFTA and the
22 suppiemental agreements and ddmestic measurés can be
23 in place by January’l,‘1994.“f | -
24 . And yet; a.little 1ater,‘YOu spoke of not

i 25 wanting to commit yourself to'an artificial
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tiietablé. vThéSe were your wofds.

Now, there is a timetaﬁlekhere.> You said
January 1, 1994. And I.juét héve to ask you, sir,
and I think I do so on behalf of the committee, as
much_a; we want this agreement, we also want the
side agreementgﬂ_ |

Can we pnderstand that yoﬁ are prepared to walk
away from the;téble if you canﬁot get the
satisfactory set of agreements?

| Mr..Kantof. Yes, Mr. Chairmaﬁ. Let me make
that clear. ~One,vthe Presidenﬁ is committed to the
goal of implementétion‘l-l—94{"Hefis committedAnot
to reopen the NAFTA itself, bu¢.he will not send the
NAFTA to fhié congress without these supplement&l‘
agreements.

And I, as a member of the cabinet and as USTR;
am prepared to, as yon say, w&lk away from the table
if we.can't‘get satisfactory supplementél<
agreémgnts. !

The Chairman. Fine. :I think that is a greét
opéning staﬁement and a necessary one, but it needs
to be understood oh all sides, not at least oufs.
aAnd thank you Qery much for that.

'Sénatér Packwood.‘ -

Senator Packwood. One of'thevthings you want
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in.therside~agrgements is the;North American
Commission én the Environment, as I understand it.

What iS'your.goal?_lWhat*do &ou want this
commission to bé‘able to do? What poweré do'you
want iﬁ té have'becauseil assame'it will have the
same powers in all countries?;VWhat is your goal?

Mr. Kantor. Yes. It wiii. 'And that is
SQmething,'Senatof,‘I think, that we need to be notk
5nly‘cautious,~but properly~;e$pectful of; not to
tread on, not only the»sovereignty of our neighbors,
but our own sovereignty...

ThisAagréemenp works both ways. I guess the
sayihg is, what is saucelfof fhe goose is sauce for
the gander in this situation.

Sovereignty and the exercise of the
supernétional powers afe two concerns that we are

e

going to address as we look at these supplemental
. v o ; o
agreements;

?ou‘mentioned the enviroﬁmentél agreement.
Let's také the potential authbrity withouf revééling‘
the negotiating ﬁo#iti@n, whi?h I know you do not
want me t& do, the pétential fcr a commission to
review in the environmental area a potential
concern, whethefkit be a concern that was raised by
a COuntfy or raised by a nongévernmental
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organization or raised by an‘in&ividual under proper
circumstances.

One, the coramission éoulé rely on.exclusivelyv
public informaticn. That would be one thing the
commission couid do. If it did ﬁot go any further
than that, the commissioh, of course, would not have

probably the access to information that was

necessary to reach a proper conclusion.

You cbuld add to that the Sbility for the
éommission to request additiénai information or to
requesﬁ an investigation by the country in question,'
whether it be thg U.S;,'México,jor Canada.

Third, of course, you c¢u¥d add to it, the
authority on the part of the commission to demand
additional information or’to‘demand investigation by
governmental authorities. -

: Now, ycu might say,l"Well, Ambassador Kaﬁtor;ﬁ
let me just anticipate what I éhink may be a natural
quéstion, "how would you enforce that démand?w

As you know, in théAmany international

agreements, there is an authority to ask for or even

demand certain material, make that public. ‘And

there is no enforcement mechanism that is put in.

piaée. The mere fact of making that public usually

persuades a government to react properly in those

Moffitt Reporting Associates
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circumstances.

We are looking at certain national, not

supernational, enforcement mechanisms under the

b

present NAFTA that might be available in connection

~ with these commissions in order to make the powers--

as I have spokén with Senator Baucus before--to
review. I tﬁink‘inyestigate is the wrong word.
Review certain policies heipful in the environmental
area.

‘Senaﬁor Packwoo&.& Let's just take a fér
instance. Llet's séy on soﬁe'kind of airrﬁuality
standard, we have 50 parts perfmiliion and Mexico
has 10. And that's their law.' And they are
éhforcing their law. o

| Let me put it the other way arouﬁd;'.Ours is 10
and theirs is 50. They are_enforcing“theﬁr law, but

it is not as stringenf as ours. You éé not picture
this commission of beiﬁg‘able éo coméel Mexico tok 
try to change their léw?lv | B

Mr. Kantor. Not to compel. No,

Senator Packwood. No?

Mr. Kantor. Not at ali,

.Senator Packwood. If you‘give them the

information, they say, "Ours is .50 per million. We

are meeting those standards." . You publicize that. .

Moffitt Reporting. Associates
(301) 350-2223



10

11
i2
13
14
15
16
17
18
19
20
21

22

. 23

24

25

44

And the commission says, "We don't think this is

very good for the air." and wodid.sugéest that

'perhaps yéu might want to do better, but that would

basically be the end of it. We are not --

Mr. Kantor. It might not be the end. Let me
just say, the one thing, another potential, and let
ne be very careful,

Potential authority this comnission might have

'is to review in the long-term what standards might

be-helpfultbecause the environmental concerns are
not transnational. They are not national. We all
know that now. And we are all sensitive to it. And
I know you are; Senator.

The fact is that to review;that,.té come up
with recommendations, to submit those.
recommendations to the particuiar coungyy--lef‘é use
our country for purposes of the.discussion-?and
all&w us to consideg‘that in terms of chéhging our
laws as a résult of theég recommendations would; I
think, be perfectly broper and even helpful, both in
the labor standards and environmental area.

No. ’We are not looking toigive the commission
power to impose on any particulgr coﬁntryAchangesvin
their law. . |

Senator Packwood. If Mexico--let's use Mexico
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as an example--does not chénge. " They continue with

their 50 parts per million. And the commission.

thinks 10 is more satisfactory. Are you suggesting

" that the United States could then take retaliatory

trade action against Mexico because df'thét?
Mr. Kahtor;'.For not changingvrheir laws?
Senator Packwood. Yes. | |
'~ Mr. Kantor. I think that would‘be sﬁbject to
Qrave consideration~énd véry-;erious thought. I

have not heard that suggested. anywhere .that there

' wlll be sanctlons 1mposed for not changlng thelr

1aws on the basis Of a COIIIIRISSJ.OD recommendatlon. I

7would be very skept1ca1 of that approach.

Senator Packwood But ba51cally the authorlty
of this commissioﬁ;<1t may" “have’ rather exten51ve S
investigative'powgrgg,put,;pvthe final analysis, its

e

recommendations are more a moral force than a legal
force?

Hr. Kantor. Well, let mé-suégest without being

too explicit, there is potential to address

enfdrcement concerns-withoutfgetting outside of the .

NAFTA itself.

The Chairman. Could I make the point, Mr.

'Ambassador'and_Senator’?ackwobd, that the United

States has a long'history«of‘bilateral, binational
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agreements in this area.

The executive agreement.with Canada on

migratory birds was reached early in this century..
‘Thé Supreme“Court upheld it as law. Congress took‘

‘the precaution of passing an act making it law, but

itfhas Since'béén agreed that ekeoufive agreements
of that kind have the force of law.

- The international labor cohventions which we
have been involved with‘since.tbé late nineteenth
century and which are formalizea in the |
International Labof Organizatich defined countries,
such as the United States and Mexico. |

Ahd,‘indeed, righﬁ ncw} thé General Agreement
on Tariffs and Trade occupies the original

headquarters of the,Internationél Labor

. Organization.

So you are building on a<traditioﬁ’that is a
century old and essentially very valuable.

Senator Baucus.

Senator Baucus. Thank you} Mr. Chairman;

Mr. Ambassadpr, I would like to follow up on
NAFTA ig particular, the environmentaltside
agreements. |

As we know, thié agreement?‘NAFTA, is breaking
new ground insofar as this is the first time the
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United States has negotiated a_free trade agreement

t

with>é developing country.

The prior two agreements;‘the Israeli-U.S. Free

Trade Agreement and the U.S.-Canadian, were with

developed couritries. Thereforé,vit is easier,fér us
to reach an agreement with those two countries. ﬂ
It is fér‘more,difficult’%ith Canada. cCanada's
median age.isﬂle,' The U.S. is’ 33. Thé population
-- excuse he. Mexico's median‘age is. 18. The U.S.
is abbut 33. | |
‘The,populatioﬁvof Mexico ﬁs 80 and some

million. America, what? 250--whatever it is--

million. The average wage rate in Mexico is between

one-tenth and one-fifth of that of the U.S.

This is a very difficult effort to put together

an agreement between a developing and a developed

country.

It is also true that theée are.immehse
environmental probiems élong the border_and'also iﬁ‘
Mexico that will have an adverse environmental
effecﬁ and also én adverse economic effect wiﬁh
respect td trade betéeen tﬁe United States and
Mexico. ! o

. It is also true that thejenvironmental laws in

Mexico, the laws themselves are very similar to the
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environmental laws in the U.S. The problem is
enforcement, enforcing the environmental laws in

v ! N
It seems only obvious to mé anyway that now

that we have NAFTA, we have an extraordinary

»6pportunity to try to address the environmental

concerns between our two countries from both an
environmental perspective and also an economic

perspective so that we Americans and Mexicans enjoy

,both the benefits of that environment and also an

even economic playing field.
I think therefore that it is critical. It is
crucial. It is imperative that you negotiate a side

aéreement that goes as far as you possibly can and

. reasonably can to enforce those environmental

concerns and at the same tiﬁegrespect;pur respective
nétional sovereignties. |

And I\think there is.a w;y to do that. -And you
know the proposal I sent to ySu. And I think %e‘éan
also address some of the reciprocity concerns that
have legitimately been raised‘by various‘peoéle,
that is, "Gee, we ask Mexico £§ enforceAits |
enyironmentalvlaWS. What happéns when they ask us
to enforce.ou:s?"

That's a legitimate question. And I think what
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is sauce for the gobse is sauce for the gander.
Let's recall here now. With respect to every

environmental law in America, any American has

‘individual standing to sue, whether it is the

Endangered Species Act, whether it is the Clean,Air

Act, whether it is the Clean-Wéﬁer Act, whether it
is NEPA; whatever it ié. The only exceptibn is
different for the Fungibide.or'the Insecticide-?
whatever it is--Act. |

Second, we can write an‘environmental.side
agreement that first deals with different standing
to sue so that non-inaividual MexicahS‘would have

standing to sue. There can be:very‘definite ways to

, limit stahding.

The second pbint is the. burden of probf. With

‘respect to American environmental laws--and again,

any American has standing to sﬁe to try to enforce
American environmental laws-~the bufden of proof is
5asically the preponderance’of:thé evidence.

. We can‘prbvide for a burden of proof which is
more difficult,‘hérder to meet. And third, it is

important to realize that frankly some of the

_problems that Mexico faqes are problems that should

be dealt with anyway.

And so my basic point here is we have to move
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1 forward. We ha&evthe obligation to move forward fo«
2 reach an agreement with respe%t»to enforcemenf 6f
5 V Mexican and American an§ Canadian environmental‘
4 laws. We can do.it in a way that does not
5 unneceséarily intrude upbn 6;gappr0ach upon
6 ‘leqitimate American business interests.’
7 Aﬂd let's not forget. Tﬁe;g is a third
8i difference hefe; that is, we ?revohly talking about
9 failure to enforce environmen#al'stan§ards in |
.10 another country which has an.adverSe, compétitive

11 effect on the same American company.
12 So I amvreally trying to put to rést-éome of
13 - the c&ncerns abouﬁ reCiprocit&, that is, there are
14 ways to deal with reciprocitg;'that we have an ’
15 obligation to do our best to try to do that.
16 ~ And I would just like yduf.reaction, please.

i 17" Mr. Kantor. Well, I ag:ee with that. Lef me

© 18 just say that this is the gréatest disparity in
19 income and Wages between two”countries tﬁat have

- 20 ever joinedvinto a free fradé agreement.

21 And I think -- unless tﬁe chairman corrects me
22 with his vast khowledge of history, I thinklthat is
23 correct, a mgch greater disparity than betwgen
24 Spain, Portugal, and Greece and their European
25 partners when they joined thé‘European community.
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And that causes an obvious difficulty that we are

wrestling with here today.

Number two,vwe have some:things that we have to
do even in advenee of'qr aloné with tﬁese |
comﬁiSsions. Let's not forgeﬁ. First of all, we
have ﬁo do somethingvabcut5an§ dislocatione'that
might'occur‘here in this country. And Secretary
Reich is working very hard 6h€£hat{

'Dislocation, I found a Waehington word, Mr.
Cheirman, to mean ﬁnemploymeﬁt, That means when

people lose their jqbs,‘we‘ﬁaVe to do something

about that and whether it is a defense base that is‘

closing or as a result of NAFTA.
And hOPefullywythereﬁ@illwbeeéetyglittie,f‘we;
are ‘going to address that issue and address it in an

overall and comprehen51ve mahner. And Secretary

Reich is working en'that.“ : I Gjb

- We also have border and env1ronmenta1 problems Q$3

whieh have to be addressed. And we all know that.

‘And this is no partiéan issue. This is something

1.1

that must be done.

In terms of environmental laws in Mexico, you

are absolutely correct,vSenaﬁor. They are, in fact,

as good as ours in most instances, as are the worker

‘standards and worker rights.
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Frankly, in worker rights,: let me say, they
have gone beyond this country, gt,least on paper in

their constitution and in their laws. The question

is one of enforcement.

And I would oﬁiy recommend and commend‘to_the
committée and its staff spmethiﬂg we have discussed
in private. In the intellectual property rights
section of the NAFTA itself, Mexico has agreed to
ceftain fundamental‘changes‘in their legal system
dealing with‘inteiiectuél prop;rty rights.

Let.me suggest not to subtle thava believe
worker. rights and environmentai rights are‘simiiarly

important and that we might be.able'to discuss

'profitably~with the Mexican Government in these side

agreemehts the implementation of similar procedural
changes in their §cuft system to ensure better.
enforcement of laws, including~but;not limited to
something that I am intrigued £y as someone who used
tovpracticellaw administrative decisions 5eing able
to be appealed to the court.syétem for review.

I believe ﬁhat the hodel in the agreement
itself on intellectual propert&Ais a very fine
startiné}point frahkly, Senator Baucﬁs, for iooking

at enforcement of these laws which are currently on

“the books in Mexico at this time;‘
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And let he just end. I a$Asorry to take so |
much time, but it was a §ery iﬁportant question. It
is just not ﬁhe competitive efféct of implémenting~"

these side agreements. It is also the effect the

environment has on both of our countries, which

needs to be dealﬁ Qith.

And fhevfact of not 1owefing staﬁd&rds and
worker standards, not lower'ihg,' but raising
standards fdr‘thevwhole continent, it noﬁ on1§ is

good in humane terms, more important,”let me -- I am

the USTR. It is good invtradézterms and economic

L

terms. .
We afe going to have 100-million person .
consumer market in MexiCO. We want their standard
of living raised.  We want workers to profit by |
their productivity in Mexico in order "to help U.S.

companies énd U.S. workers. | |

The Chairman. And the specific provision in

ithe NAFTA agreement now with respect to intellectual

prqperties; ddministrative«dééisions maf be appealéd
to courts? o | L

"ﬁr. Kantor. Yes. And let mé read you this,
"To be reviewed by judicial aﬁthority." And that is
very, very important. Intfact, I will sﬁbmit{for

the record a review of the section on intellectu31 
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property, which has some very éignificant changes in
Mexican court procedures, ﬁudiéiél procedures which
I think will be very ﬁelpful‘iﬁrthese other aféas~in
wﬁich I indicated. ’

The Chairman. I wish you;would do that. And

thank you.

{The information appears in the appendix.]

The Chairman. Senator Roth.

Thank you, Senator Baucus;

Senator Roth. Thaﬁk you,gyf. Chairman;

Mr. Ambassador, in your‘opening statement, if I
understood you, you inéicated that in the case of
the Uruguay Round that substance was mbre important
than an eariy agreement, particulér in réspect'to

market access.

Now, in the case of NAFTA, you said you would

‘not reopen that agreement becduse it had been agreed

‘upon. ‘ .

My firs£ question to you is, in the case of the
Uruguay Round, are‘you sayingjyou‘are willing to
open égestions that tentative}y had been agreed
upon? Or are you taking.theyééme positioh?

Mr. Kantor. 1In the Uruguay Round,Athere is‘§o
many open questiohs én the taile,)I think I would be

very cautious in reopening questions that have been
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settled, at least those questions that we can live

with.

I have had grave concerns, as I have expressed \\Q)}}

to this committee, about the B;air House Agreement,

eépecially in terms of base yeér in agriculture and
how it affects export subsidies and the fact that we
filled an advantage for European farmers, as Senato:

Daschle knows very well and Seﬁator Conrad who is

now here knows very well. I have also raised the

issue on the o0il seeds portion of that agreement.

The U.S. agricultural intérests are willing
to -- and let me be very careful here -- are at
least willing to look at*the‘markeﬁ access

provisions we are .able to ﬁegdtiatgggnd;then be

'willing to say, if that is good enough, if that

really opens up markets, not only in‘Europe, but

around the world to U.S. égriégltural interests, and
we don't start at a lower base as the Europeans
wanted in ianuafy than we are right now, and if ve
can disaggregate, as'they say; commodities and
reélly open up market access ﬁo this area, then, in |
fact, the BlaiivHoﬁse Agreemeﬁt might be acceptable
becéuseAas a totai package, if would be helpful to
our agricultural intefests.- I am using that as an
ekample, Senator, of sémeﬁhiné we have raised.
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i
i

But Qe have so many.other.issues that are 6pen
on market Access and industriéi products and
services, on intellectual proéerty rights, on
serviées; on audio/visual, on'the lahguage on -
antidumping that.is currently, in the draft final
agreement, that we have enough;on our plate, thathif
we can héve satisfactoryAérrangements as soon as
possible, not delaying, with the Eﬁropean community,
fhen, multilateralize that, then, I think we would
have been successful. |

Senator Roth. Do I ﬁhde}staﬁd you to be saying
then, as a matter of pélicy, you will»not‘want to
reopen areas on which there hﬁve;beén~reached
agreement? | ' ,

Mr. Kantor. As a maﬁte; of good seﬁse and-
strategy, Senétor, I am trying -- what I will try to
do is get what we need and wént and what I think is
productive, not only for‘thié‘country, but for
opening world markets. |

And I am willing at that point, as I think you
wou1§ be and you would ad?ise me to, maybe swalloﬁ
something in other areas thatjhave been agreed to
that we might not have negot;ated in'the first
instance, but are in the agreement as it presently
exists. o |
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Senatqr*Roth. The Econém}ét, thé respected
British magazine, ih>a recent éfticle makeé the
statement that if there are un?ue délays in‘the
Uruguay\gound'and a th.of isé#es brouéht back up,
they see that the Uruguay Rouna could die.

As a matter of fact, quotes the Prime Minister

‘of France, calling for the GATT talks, "start again

from .scratch".
How much of a problem do you see? Do you think
the Uruguay Round is in danger' of failing?

Mr. Kantor. I do not thlnk it is in danger of

failing. I think that lt needs to be resuscxtated

" in the sense of momentum needs to be created. I

% e

think there is albalancggg %bg§§t;ggg,:$§pgtor{ if T
mighﬁ,‘not avéidinq youflquestgon,‘butftrying to be
realistic. B

Bet&een actiﬁg too fast aﬁd nét fully reviewiﬁg

and having a good agreement in‘these many areas that

I mentioned versus g01ng too long and havxng the

Europeans and others belleve that we are not

committed to the round,‘somewhere in between those
two extremes -- and I set them up obviously for

rhetorical purpésés.

Somewhere between those two extremes is a time

that we can reach ag:eement*wﬁere we can get a good
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agreement, one that is sﬁcées§fu1, one that will
open markets and expand trade, but will potAbe one
ih which Ve_leave a lot on the table and'therefore
cannot frankly"come here on a bipartisan basis and

sell -it to the Congress begauéé you are going to

| say, "Kantor, what are you doing here? You did not

get what we needed for a successful world trading

- system.”

And sé therefore, there is a timing,l It cannot
go tooilong. I agree with the economist on that. T
havéAnot‘égreed with'ﬁuéh’thag they}have-said
lately, especially about mé, hut that is okay.
| [Laughter] : 4 ; |
Mr. Kantor. Bht;ﬁhe fact is, they are right
about that. We are very gensitive‘to it. I talked

to Sir‘Leon‘Brittain'yesterday‘by‘phene. And I

.think he thinks that we are on the right track in

terms of timing.

Senator Roth. One.finaf'question, Mr.
Chairman, in the cpeninquemarks, soﬁe comments were
madekabout the impértance ofiintegrating tréde
poliéy with tﬁe domestic eéoaomy,‘something I think
we can all agree.

The difficulty is when §ou begin to apply tﬁat

policy. For example, so often trade is used as a
- Moffitt Reporting Associates
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1 . means of trYing'to forcé certain conduct. Take
a 2 China, féremmplg, most fa#ore;d Nation. Some | \/\al‘k,
3 people think that we should not grant them most (:j/ M) |
4 favored Nation because of their.human rightsV o N
5.  conduct.
6 . Agriculture, ﬁany‘cases in the past by both
7 Republican and Democratic Administrations, there has
8 been a sanction on aq:icuiturai policies. |
9 | Hy‘quéstion is, how do wejreéoncile? How will
10 this Administration reconcile ﬁhé desire to put |
11 trade as part of the domestic policy‘as improving
12 ' our‘opporfunity~export,vis~avvis foreign policy and
13 . other kinds of conduct that we‘think'is desirable?
14 Mr. Kantor. I think in t;o ways this |
15 Administration has ﬁade it ¢leér.that it will do so..
16 ind'we areAcurrent1y,eby the'way, reﬁigying~our,
17 policy tpwardsVChina. ‘As you know, it is quité'
18 qomplicatg§ and has'many implications beyond trade,
X 19“ but ﬁot really beyond trade.
20 . . The Prgsident has made clear two things: one,
k21 that our international securitg is based upon our
22 domestic economic strength. |
23 Aﬁd if we are going to prévide world
24 1eader$hip, number two, we must be strong»at.ﬁome.
25 And therefore, we mustkhave a ﬁradiné system or a
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trading regime or a trading policy that is part and
parcel .of this domestic econo@ic éoncérn.

And I think the President laid that‘§Ut quite
carefully in his American Uni?ersiﬁy‘speech and
quite successfully; And we are trying tb carry that
out. ' |

As we try to implemeﬁt that, it means you just
frankly, Senator, éo not.reacé all the time to X
things fhat come to you. Youitry to reach out and
do things that are‘positi§e iﬁ'nature and, if I
might to be euphemistié or colloquial I guess, to.
get ahead of the curve. |

Wé have chaired this Yeaf'the‘Asian-Pacific
Economic Cooperation Forum. That is the first timeb
I think that we havé chaired ﬁh%t, if I am not |
mistaken. It may not be the‘firsty but it is~\
certainly the first in this Administration.

?e aré going io try to use that to really open
up and put a framework around ihis conference which
includes China, by the way, includes Australia, New
Zealand, and all the Asian Natipns, and begin to:
look at that as a way to bﬁild~é muéh broader
network trading regime with the largest and féstest
growiﬁg’market~in the world.

It is something that has not been done. And we
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A are going to look forward to trying»fo‘do that as we

go forward into the fall.

The Chairman. Very well.  Thank you, Senator
Roth. '

Senator Bradley.

‘Senator Bradley; Thank you very much, Mr.
Chairman. |

Mr.‘Ambassador, you would say that it‘is fair

to say that without the NAFTA, the North American

environment would be worse. Is that not correct?

Mr. Kantof. That is,corfect.‘

Senatorvsradley.v So ﬁha£'when we talk abut --

Mr. Kantor. With.the‘supplemental agreement;
Let me add that. S

i

Senator Bradley. Put the supplemental

‘agreement aside. If we did not have the NAFTA,.

would the environment be worsé or better?
Mr. Kantor. It'wouldﬂnoﬁyget better.
Senator Bradley. It w&uid not get bettef.
Mr. Kantor. I think I would be a little more

cautious, but it would not,géﬁ better.

Senator Bradley. So the INAFTA itself improves

the environment for all the obvious reasons?

Mr. Kantor. yes. a

Senator Bradley. Income rises; interaction
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with another sociegy?
Mr. Kantor. I have to agfée with that.
Senator Bradley. Pressures to improve,‘shared

commitment to border clean up.

So the point is that the N@FTA as it now stands

- will create a dynamic that will improve the

’
%

environment in North America. Now, your point is
that you would like to try to éo a little better on
the environment and on labor standards.

Could you share with us sg@cinctly your

specific objectives in each of those negotiations?

What would you like to see, not in all of the

procedures, but what do you waht to achieve?

‘Mr. Kantor. Let me try to be as succinct as
possible. And some would say that is difficult for

me, but I will try, Senator.

One is these will be mechanisms, these

' commissions or other actions we take to do four

things: one, imprOVe environmental and labor

‘standards and conditions; now, .two, enforce

ehvironmehtal protection'measures and labor
standards as Qe were spéaking ébout earlier: three,
improve the U;S.-Mekico borderienvirohment; and
four, ensure thét this NAFTA péckage to the extent

possible supports increased income and prosperity
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1 and iﬁproved socialnconditions in allithreé
2 couﬁtries; V o — -
3 ‘ Now, let me justyadd ver?'quickiy to that an
4 ovetﬁiew of how~strategicallyfto go about that.A
5 Without getting too detailed again, I find this job.
‘6 : véfy interegting. On.dne_hahé, I’have a réal
7 ~ obligation to be here and be és open as possible and
8 H speak to you and speak'td thejAmerican(péople and
' 9»;  the people who pay my salary.;:Qn the other hand, i
10 have'to go out and ﬁegotiate<£his thing.
11 ~ one, to look at measures or standards of how
12 | these commissions dr how we willlgo about it; two,
13 to look at the review powers of thé‘cpmmission;
14 thfee, to look at:Vhat7561?W9f53§35394ti§9n§!5;
. 15 | nongovernmental organiz#tionsfﬁightuplay‘in this:
16 'four,jkhat oversiéﬁf'5ffgggbf§émeht7pnwers hight be
) 17 exercised? [ o
. 18 ’ ; And I want to be a littlé:careful there because
19 that is where you get into'so§ereignty~and
20 supérnatiena; concerns. “' 2‘ ' fd "ﬁgas
21 And last, what structu;e: these commissions CDN\M
22 should'fake.‘ And I think thai is exactly'what we
23 . are tfyinélto‘achieve; I know that is what we are
24 trying to,achieve.: Without gétting into aﬁy greater
25‘, detail as to what options arq on the table, Ilwould

§
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like to stop at that point.

Senator Bradley. All ri@ht. Your first.twd‘
points are improve and enforcement. We are talking
in our. respective ébuntriés?

Mr. Kantor. Yes. ﬁe are, Senatof.

Senator Bradley. We are talking about laws

being enforced in Mexico that are in the book and

laws being enforced in the United States that are in
the book.

Now, let's say a Mexican environmental group

does not like the pace of toxic waste cleanup in New

-Jersey or mine rehabilitation in West Virginia or

Wyoming or clean air enforcement in‘LOS'Angeles or
whatever, how are we going to prevent them from kind
of messing around in évery law that we have on the
book? -

Mr. Kantor. Well, first pf, Senator, they
would have 5 standing problem’ih U.S. courts is my
firsf answer to that question.

‘Number two, as Senator Baucus said, U.S. groups

can, of course, bring and do bring those suits all

“the time.

Number three, what would be available to
Mexican citizens groups, as you are referring.to,

would be a commission on environment where they
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could petition the commission theoretically. Let me

be a little careful. .Theoretipélly, ask them to
look at a particular issue, review it, give a

fecommendation, andAgo back to the government in

questidn, in this case the United States, and

recommend changes or enforcement.
Beyond that, we would have to deal with some

enforcement powers in the NAFTA itself.

Senator Bradléy. So that, as I hear you

describe the commission, they primérily would

spotlight problems. They wbuld;have‘no authority to

require changes in domestic law of the.resﬁective

countries or no power to effect enforcement if that

enforcement was lax in New Jersey or Mexico?

Mr. Kantor. Let me take your second. The

o

first is clearly -- no, they would not have the

power to go and enforce laws in the United States or

to go in and enforce laws in Mexico.

But let me take a .step backward on your second,

after petition, review, consideration,

recommendation, submission -- which I know Senator

Baucus has talked about in his;speech 1a$£ month
-- let's Say on the environment, submissionAto the
goﬁernheﬁt in question, failure.to act oh‘thé part
of thé government, there, at‘léasf diéCUssidns
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within the Administration of what_might be done in

ehforcemént.

Beyond that, not by the commission, but by the
governments themselves, under the ﬁAFTA, if;you look
a£>the presenf arrangéments fof trade viéiations,
now -- 3

' Senator Bradley. So that --

1

Mr. Kantor. Let me be quick to add. These are

only discﬁssions.

_Senator Bradley. Yes.

Mr. Kantor. No one has gone any further. It
is just'on.theAtable right now for discﬁésion.

Senator Bradley. Well, let me suggést that
giving Mexico the opportunity to block e#ﬁorts of
u.s. goods to Mexico for some failure of .
implementation éf a domestic law_herefbould,'I
think, ﬁot.be a recipe‘for éither good céﬁperatioh
or for achieving the objectives.

Mr. Kantor. Yes.

Senator Bradiey.‘ My time us up.

The‘chairhan. Thank you, Senator'Bfadley.

Anmbassador Kantor, you are going to be very .

close, in weekly consultation with this committee as

Senator Bradley's issues are developed in your own

mind. I mean, it will help us surely. And I hope

: 4
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it might help you.

Senator Danforth..

Senator Danforth. I simply’want to point out

at the outset, Mr. Ambassador, that I share the

concern that some other Senators have expressed

about the side agreements and about the quagmire

that these side agreements miéht create, but that is

I .
not what I want to talk to you about this morning.

i

Let me get back to the subject of the Airbus.

Do you have any real doubt that Airbus has received

huge subsidies from the European gpverhments maybe

in the neighborhood of $26 billion and that Airbus

would not even be in existence but for those

Now,

. subsidies?

- B -

Mr. Kantor. Let me take your first question.

the Gelman Study done by the Depg;tmenf of.

Commerce in the previous Administration, I think,

made it quite clear that the subsidies probably

indirectly may have gone up now to $17 or $18 -

billion. And if you apply the proper market

/

interest rates, it would be about a $26 billion, I

think is the figure, subsidy.

one.

No, I have no doubt that has been done, number

And number two, if you just look at what has
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happenedkto ma?ket share fraﬁkiy, it has gone up to
what? Thirty or 35 pércent as§a result of this
financing. j

Senator Danforth. I thini it is 28 percént
worldwide.

Mr. Kantﬁr. Right. : ' ¥A

vSenator Danforth. And 44 ﬁercent in the U.S.

Mr. Kantor. I think that this is one of those
issues that is fairly clear, that‘without the |
subsidies, without the -- let's call it unusual
financing, that it would not be‘available tova
private company in»this countryf They would not
have been able to obtain the maneﬁ share they
obtained. |

Senator Danforth. It should be a good
countervailing duty case, shouldn't,ii? ’

Mr. Kantor. Let me not play or jury here. Let

bring an action, they would have every right under
CV laws to do so.

6nder fhe agreement tﬁat was reached in the
prior Administration,>which ycﬁ referred to you in
your‘opening statement, we canﬁqt initiate as a
government, we agreéd not to initiate as a
government a CVD action in this area.
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