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REMARKS BY AMBASSADOR MICHAEL KANTOR 
SEMICONDUCTOR INDUSTRY ASSOCIATION 

WASHINGTON, DC 
,March 3, 1993 

I want to thank you for inviting me here this evening to join 

you in honoring Lloyd Bentsen and my fellow Californian Norm 

Mineta. They are both friends and ,colleagues: leaders who 

recognize the imperative of maintaining American leadership in the 

face of massi,va global change. 

Two hours ago f had the opportunity to meet with Jim 

Norling; P'at VVeber, and' other members of SIA's leadership. Our 

discussion wtlS open, frank, and constructive. That's trade tark 

for getting down to business quickly. We dealt 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 ttJat we 

can boost Americ~jl interests and stimulate gfobaf growth. 
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The sE~miconductor industry is a building block of our high-

tech future. It is a leader in demonstrating what Americans ca.n 

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 charrenges and to 

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

Sematech i:; a case· in point, a demonstration of howjoint and 

strategic economic decisions payoff. The President has every 

intention of making this pa·rtnership stronger. 



" 

3 

I want to talk to you about trade. It's a complex topic. Just 
I 

look at today"s ne::-:spapers: Nissan is reporting its first an".,al 

pretax loss since 1951. Coca-Cola is going to build ten bottling 

plants in China. Russia is competing with us to sell fighter planes 

in Malaysia and has agreed to accept payment in palm oil, fabrics, 

and other 90Ctds. An archaic steel mill in eastern Germany is 

struggling to 'find a place in a 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:sayi~~rtffat 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 I intend to say good things 

about President Clinton's economic policies. 'As his campaign 

chair I did everything I could to put him into the White House. So I 

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 palrt of this package. Some people are going to teU 

you that we just don't need the short-term stimulus, that the 

economy is bclck on track and let's just save the money. Well, 

don't listen to them. 
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Unemployment is still at 7% and has been so for over 14 

months. More than one in ten Americans are now on food stamps 

--, the largest number of persons to use this program since its 

inception. SiJ(teen million Americans are looking for full-time 

work. The recovery is profoundly uneven, and too many 

industries are still shedding workers. California's economy, as we 

all know; has yet to see the light of day. The short-term stimulus 

package is as important to this President as every budget cut a'nd 

commitment to long-term investment. ,We want this recovery to 

kick in for evelry American, and we, want it to be broad-based and 
. , . -.:,..,~.: 

,-•.. ," 

lasting. 
~ ;.,',.....<)... : .. : . 

..~. "' 
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I am asking you to support our President's policy, and to 

work with us to break the gridlock. This Administration is 

committed to real spending cuts -- a relentless attack on the 

deficit -- and an investment policy that is vital to our ability to 

compete globally. We want people back on the job soon, 2 million 

kids working this summer and new investment dollars to retrain 

our work force. 

We reco!gnize there is real pain involved' il1l passing this 

economic pro!gram. But there is no going back. If we don't seize 

this opportunity to get America'seconomy. back on track, all your 

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

all be committed to change. 
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Our comlmitment to change reflects our awareness that 

America's economic and trading interests can no longer take a 

back seat to tlraditional' definitions of foreign policy and national 

security conce~rns. Now, that may seem entirely sensible to you 

and long overdue. But let's recognize what is being done here. 

We are overturning four decades of fixed assumptions about how 

this government looks at the world. 'The new reality is that our 

national security is -completely interwoven with our economic 

security. 

Trade policy in this Administration isn't going to be an add

on or an economic filler to compensate for the lack of a domestic 

policy agenda. It totally integrated with the rest of the President's 

economic progl'am. This President is determined to create a new 

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

"compete, 
, 

nc)t retreat. If. The United States has led the world in . 

creating the !9lobal 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 partnors. 

Above all \Ne want a global trading. system that fits the .1990s, 

that recognizE~s the world as it is rather than as it onc'e was. We 

are hi a period of massive, global transition. We need new rules 
, . 

of engagemefllt to ensure global economic growth. We want 

shared responsibility, no free riders and a new set 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 st~mdard. 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: ar~ y~ouwilling to 
, '. ., ,: ; ....2: ::"~";~"_::;, ,~' 

accept new responsibilities in return for the opportunity to 

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

let me make it clear:. we expect the markets of other 

nations to be comparably open to U.S. goods and services. 
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Shared r€!sponsibility 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 -- the!;e are not the fault of others. They were Made in 

America, and 'they can be Changed in America. 
I . 

Most importantly, shared responsibility means that our 

. trading partnE~rs must carry their own weight. The U.S.-Japan 

. Semiconductor Arrangement is a case in point. The A.merican . 

semiconducto,r 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 whopping 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 

somewhat. 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 1he fourth quarter number that wifl 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 

n1eans when he says that our trade p.Qlic.y is.oneof __ ......... . 
. . . ::"."l.~ _'" .~ ... ~'~,-;~.:~f:~;l}·~~~~~,:<;~":~~~~~~' ~ ':" o:.:,t.·_~· '-~.,:' :~:: .-·,:.:~r::1~: ' .. 

"responsibility." A bargain struck is a bargain made .. 
. '., 

• '~p-" •• , • ':.".,: ".' ~. - • • 

This Arrangement remains in force through 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 

monitoring the progress of this Arrangement. We fully expect 

Japan to live up to the letter of the agreement.' 
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We also seek results in Europe, and in a successful concJusion. 

to the Uruguay Round, which is a particular concern of this 

industry. Frankly I we find it unacceptable that the EC remains 

reluctant to elimina·te its 14% tariff on semiconductors. We have 

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

u.s. priority.. 

President Clinton is fully committed to a successful conclusion· 

, . 

of the Uruguay Round .. We will seek renewal of the -fast-track 

authority to conclude the Round. -But we wm determine the 

timing of that Irequest and the duration of the authority only after 

extensive consultations with Congress and th~ private-sector. 



1flniteb g,tate.6 ~enat£ 
COMMITTEE ON FINANCE 

MEMORANDUM 

Please Note: 

, The enclosed transcript of your recent 
testimony before the Committee is fur
nishedso that you may review it and 
make necessary typographical and gram
matical corrections. ' 

Material to be supplied for insertion 
in the printed record-whether reprinted 
or typewritten-must be ofhigh quality 
for reproduction purposes, and must 
ae,company the return ofthe transcript. 

ark corrections in a contrast· 
in color. " ,~mg deadlines require return of . 

~script to the' Committee within 
~ after receipt. ' 

If you are unable to comply with any 
of the above, please can (202) 224-4528. 

In the event the Committee has nof 
heard from you within the stated time, 
it will assume you propose no changes. 

Please return co.(rected transcript to: 

Wayne W. Hosier 
U.S. Senate Committee on Finance 
RoomSD..205 
Dirksen Senate Office Building / 

Washington, D.C. 20510-6200 
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1 STATEMENT OF HON. MICKEY' KANTOR, UNITED STATES TRADE' 3-1,l 

2 REPRESENTATIVE, WASHINGTON, DC 

3 

4 

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

6 'I will submit my full statement for the record. 

7 The Chairman. It will be placed in the record. 

8 [The prepared statement of Mr. Kantor appears 

9 in the appendix.] 

Mr. Kantor. And I will go through it, not with 

11 repetivity, but certainly in a way that gives you 

12 the outline without taking too much of the 

13 committee's time so we can have more time for 

14 questions and to respond to the many and varied and 

frankly very serious questions that were raised here 

16 today. 

17 Let me just note before ,I begin, Senator 

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

19 President could not agree with you more. 

The reason I asked the chairman for the 

21 courtesy of delay for this hearing for one week was 

22 to allow the President to speak at American 

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

24 vivid terms that he agreed with much, if not all of 

what you just said, especial~y connecting trade 
PLEASE RETUR.'\ iO: 

WavneW. Ho~ier 
Moffitt Reporting Associate's 

(301) 350-2223 
Se;t;te COlT!mH~~e C':o: riO'. 

. Room 50·2;)5 Dd_'-<.~ i;~ 

. Washi:1Sion, D.C. ;~:}, 
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1 pqlicy which is after all a process to an integrated 

2" economic policy, and that, number two, our national 

3 security is sttictly tied to o~r economic security 

4 here at home. 

As. you know, that was in the American 

6 University speech. It is in my statement. I will 

7 not take the committee"s time to re'iterate that, but· 

8 I think it is something on which we agree on across 

9 partisan lines frankly that is 'lon~ overdue . 

. And everything I do in serving this President.·' 

11 and working with this Congress and representing the 

12 American people will be in that light. 

13 i welcome the opportunity to appear before the 

14 . commi ttee today to dis.<:uss ,the, approach. and 
," ';"" ... 

direction of trade policy in this Administration. 

16 This is my ffrst pubifb.'appearan<;..e before a 
I 

17 . congressional committee since :1 assumed my 

18 responsibilities, but, of course, we have had two 

19 private sessions~ And I have had numerous personal 

contacts with ~ach'of you,whi~h I have found 

21 ,extremely ,valuable and very he,lpful to me. 

22 I am del ighted that I can, appear first before 

23 this committee which recommended me for confirmation 

24 to the United States Senate for which I am very 

grateful. 

Moffitt Reporting Associates 
(J01) 350-2.223 
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1 In the President's February 2~thspeech at 

2 .American University, he set forth his vision of 

3 America's role in the global economy, confronting 

4 the third, as he called it, defining mOllent of the 

. twentie.th century. 

6 The United states will be fully engaged 

7 internationally, .not turning inward. In fact, it 

8 was just said earlier, we will .compete not retreat. 

9 We see our prosperity bound up with the 

prosperity of our trading partners. "Where trade 

11 . policy is concerned, .the United states will continue 

12 to champion open markets and expanded trade, but we 

13 will insist that the markets of other Nations be 

14 open to our products and·services, as Senator 

Rockefeller.has just referred. 

16 As the President said and I repeat~ we will 

17 compete, not retreat. 

18 Let me start with the principles that will 
.'" 

19 guide the Administration's Trade Policy as 

articulated in President Clinton's speech at 

21 American University. 

22 In this Administration, trade policy is part of 

23 an integrated economic policy .. And the fundamental ". 

24 goal is economic growth and the creation of high-

I,. 
wage jobs for American workers. 

Moffitt Reporting Associates 
(301) 350-2223 
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1 Nothing is more important,tQ our economic 

2 prosperity, our competitive success, and our trade 

.3 policy than ,the adoption of the President's economic 

4 package. 

President Clinton was elected to get the 

6 economy back on track. The lack of investment and 

7 the deficits have crippled 'our' economic performance. 
. . 

8 And certainly, all of you know that better than I. 

9 If unaddressed, they could consign this country and 

its children to a diminished economic future. 

11 A real attack on the budget deficits will 

12 reduce .long-term interest rates which we are seeing 

13 today, lead to increased ·investment and job growth. 

14 Moreover,the·link between the President's program 

and our ability to promote global growth i~ 

16 ine?capable. 

17 Growth will resume through concerted action by 

18 'the leading economic powers, our attack on budget 

19 deficits, frankly, GermanY'swillingnessto lower 

interest rates, and Japan's readiness to stimulate 

21 its o~n' domestic' economy. 

22 President Clinton's call to arms makes it 

23 possible for him to enlist other Nations in joining 
, . 

24 us in a concerted effort to promote global growth. 

Two, past Administra.tions have often neglected 

Moffitt Reporting Associates, 
(301) 350-2223 
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1 U.S. economic and trading interests because of 


2 foreign policy and defense concerns. And they may 


3 have been legitimate at points. The days when we 


4 could afford to do so are long; past. In the post

5 cold-war world, our national security depends on our 


6 economic strength. 


7· In the immediate aftermath of World War II, the 


8 United states led the free world in creating a free· 


9 and open trading system. The ;Bretton Woods 

10 Agreement, the Marshall Plan, 'the creation of GATT 

11 and the IMF. are all testimony ·to the vitality of the 

12 free world in creating a post-war economic system. 

13 Our foreign ~nd economic:policy in the post-war 

14 era deserves credit for its historic 

15 accomplishments ... By the early 1970s, however, our 

16 trading partners had begun to come of 3ige. And 

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

18 jolted this economy, the trust in the steady, 

19 economic growth, and a secure domestic market.' 

20· . American businesses and workers had difficulty 

21 adjusting to the new dynamics'of world trade. 

22 Equally important, government policy did not change. 

23 American jobs .and economic interests continued to 

24 take a back seat to foreign policy concerns. 

25 . We will continue to play our part. in making the 

Moffitt Reporting Associates 
(301) 350"':2223 
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1 international trading system work, but we will 

2 insist on our trading partners bearing their share 

3 of the responsibility as well.i 


4 We will compete. And we have proven that we 


can. Because of failed government policies and the 

6 difficulties in adjusting to a new global economy I' 

7 the United states has had serious competitor 

8 problems in many areas of the economy . 

. 9 I have no ,doubt of our ability, of olir 

corporations, our ·farmers, anq.· our workers. to 

11 compete. In many sectors, computers, aircraft, 

12 machinery, agriculture, motiol1 pictures, financial 

13 services, American companies and American workers 
I 	 ' 

14 	 ·set the. standard of excellence in the world. 

Export expansion has been the bright spot in an 

16 otherwise dismal economic picture over the pa;stfew 

17 years. From 1985 through 1992, U.S. merchandise 

18 exports increased from $222 billion to $445 billion, 

19 	 in current dollars, a doubling, a virtual doubling~ 

We will seek to expand ·trade by opening foreign 

21 ' markets. And we will enfor·ce our laws here at home. 

22 One of my principle responsibIlities as USTR is to 

23 open foreign markets and break down barriers to 

24. 	 manufactured goods, ag'ricultural products, and 

services. 

Moffitt Reporting Associates 
(301) . 350":'2223 
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1 We are not a perfectly open market, Mr. , 

2 Chairman, of course, but because of history, 

3 ~'ractice, and our concern for m<!iximizing consumer 

4 choice; this market will always'be basically open. 

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

6 "orld with an open market. Arid' that is not even a 

7 (::lose question. 

8 There are some smaller economies with markets 

9 that are somewhat more open, but this is the largest 

. . 4;)pen market in the world. 

11'Consequently, we need to use every tool at our 

12 disposal, multilaterally where ,possible and 

13 bilaterally where necessary to make sure that other 

14 markets are comparatively open ,to our own. 

In today's global economy~ allowing other 

16 Nations to promote and protect ,their ~!ldustries, 

17 building profits from secured home markets while 

18 targeting our open market is a formula for 

19 competitive suicide. 
. . 

President Clinton has'yonsistently affirmed his 

21 support for NAFTA, the North American Free Trade 

22 Agreement, provided it is accompanied by effective 

23 . U.S. domestic economic pOlicies and supplemented by 
I 

24 additional agreements and domestic actions to 

address concerns regarding labor, the environment, 

Moffitt Reporting Associates 
. (301) 350-2223 
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1 and safeg~ards against import surges. I know it is 

2 a subject senator Chafee wants' to talk about today. 

3 Our goal is rather to negotiate the necessary 

4 supplemental agreements and to work with Congress to, 

develop implementing legislation so th~t the NAFTA 

6 and the supplemental agreements and 'domestic 

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

8 On March 17, we will begin negotiations,of 

" 
9 	 supplemental agreements on labor standards and 


safety,the environment, and import surges, 'which 


,11 the President called for during his campaign, in 

12 fact, 'on October 4, 1992 in No'ith Carolina. We 

13 reiterated it on December 17, 1992 upon the signing 

14 of the NAFTA. 

We will pursue these agr~ements vigorously. 

16 Let me assure you that we will not sacrifice 

17 SUbstance for speed nor will we delay our efforts in 

18 the name of an artificial timetable. 

19 These will be done and done in proper fashion 

and done in time for the implementation date of 

21 January 1, 1994, Senator Bradley. 

22 We want the agreements to have mechanisms and 

23 provisions to help raise standards where they are 
, 

24 	 deficient, strengthen national enforcement of 

national laws, improve the U.S.-Mexico border 

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

2 NAFTA promotes prosperity and improved social 

3 conditions in all three countries. 

4 I am optimistic that we are going to achieve 

these goals. My Mexican counterpaJ;t, Minister Serra 

6 Puche, has told me that he would like to view these 

7 talks not as negotiation, but collaboration~ 

8 Mexico has excellent labor and environmental 

9 standards' on its books. ' And President Sal inas has 

repeatedly recognized the need: to strengthen 

11 enforcement. 

12 And these negotiations will be breaking new 

13 ground for the united States and for our continent. 

14 We want to promote the stronge:st possible 

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

16 to bear. in mind that the agreements will apply to 

17 us, as ~erl as to our neighbors. 

18'" -My staff and I will be looking to you and to 

19 our experts in the labor and environmental 

communities to find ways to address these problems 

21 as the, negotiations progress. 

22 The Uruguay Round, it is clear that President 

23 Clinton is committed to the successful completion of 

24 this round of multilateral trade negotiations ,. which 

has been ongoing'since 1986. 

Moffitt Reporting Associates 
(J01) 350...,2223 
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1 Sirteon Brittain, the EC Trade Minister, was 

2 here on February 11. And I announced the 

3 President's decision to seek the renewal of fast 
, 	 ' 

4 track procedures to complete ,the round. 


Ambassador.Urksa was just in Europe. And I 

) 

I 6 will go on .the 28th of. this month' to meet with Sir 

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

8 Chairman, to'continue these discussions. 

9 We are in the midst of that process, as I have 

indicated. And no final decision on time or 

11 duration of fast track has been made, but obviously, 

12 I am, willing to discuss that'here today with the 

13 committee. 

14 I think that we can complet~ the round ina way 

that ~ill benefit the United States and the world . I 

16 economy. But ,based on our discussions to date, I do 

17 not believe that we were as c:=lose to completion as. 

18 someone reported in early January. 

19 . I told Sir Leon that our goal was a good 

agreement, not just a quick one. The question of 

21 whether we can reach an agreement depends very. much 

22 on the market access conuni tmEmts for goods and 

23 	 . services, which are still being negotiated. 

24 	 If we reach ambitious agreements on market 

access, cutting tariffs, breaking down non-tariff 
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1 barriers, the round will hold o'ut potential, benefits 

2 - of a magnitude-that will inspire enthusiasm 

3 throughout the entire American icommunity. 

4 The round depends in the first instance on the 

U.S. and European community leadership in setting', 

6 out the ambitious objectives to be achieved in areas 

7 such as market access for goods and services. 

8 As far as the European community is concerned 

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

our share of current difficult 'issues. 

11 Despite this, our trading relationship with the 

12 European community is one ,of the most important in 

13 the world. And it ,is critical to the integrity and 

14 vitality of a multilateral trading system. 

We have welcomed the -European project for its 

16 elimination of trade barriers between 12 of our most 

17 important ~rading partners, bringing a single 

18 market, comparable in size to our own, but we insist 

19 that European integration, legislation"and policies 

treat U.S. firms fairly. 

21 As far as the relationship with our Japanese 

22 trading partners are concerned, the U.S.-Japan trade 

23 relationship needs immediate and serious attention. 

24 Numerous barriers remain in Japan which prevent or 

franklydrarnatically reduce the sale of U.S. 
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1 products and services which are highly sought after 

2 in other countries around the world. And none is ' 

3 more apparent than in the semiconductor area. 

4 We must insist that Japan fully implements the 

range of agreements already negotiated, and 


6 implement them in such a way that they provide 


7 important, concrete benefits to our country and 


8 other non-Japanese suppliers. 


9 We will be reviewing the progress on the 


Semiconductor Agreement to mon~tor the prog:ess 

11 being made towards the expectation of a 20 percent 

12 market share in Japan for foreign semiconductors~ 

13 Obviously, we will also be looking at a~tos and 

14 auto parts, procurement, services, and"()ther areas. 

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

16 which I mentioned in my confirmation hearing. There 

17 is nothing theoretical about the job I have or the 

18 work that we wi,ll do together." 

19 I traveled around the country during the last 

campaign. I have seen the pain inflicted on people 

21 and communities from jobs IO,stas a result of the 

22 changing global economy. 

23 In fact, Senator Riegle, I have just returned 

24 from Michigan, as you know . 

. I have spoken with many of you. And through 
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1 you, I have heard the concerns 'of those you 

2 represent. Together we need to find the mix of 

3 policies to rebuild the U.S. economy so that our 

4 children have the opportunities that we were 

fortunate enough to have. 

6 Thank you very much, Mr. Chairman. 

7 The Chairman. Thank you, Ambassador. 

8 And can I take the occasi9n for.the committee 

9 to welcome back Ambassador Urksa from Geneva? 

It is nice to have you with us. You have 

11 always been on our side. 

12 [Laughter] 

13 Mr~ Kantor. He is' even mpre on' our side now,. 

14 Mr. Chairman. 

Let me also, if I might, introduce my new 

-16 General Counsel, Ira Shapiro, .who some of you know 
. . 

17 very well. 


18 ,The Chairman. Mr. Shapiro, we welcome you. 


19 Mr. Kantor. And Nancy Lamont who heads 


Congressional Relations who also all of you, I 

21 think, know very well. 

22 The Chairman. Ms. Lamont, w~ will be seeing 

23 much of you. 

24 Mr. Kantor. And part of the best, I think, 

professional staffs in Washington, if not the best, 
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1 I believe it to be the best, As~istantUSTR, Chip 


2 Rowe. 'Chip-is right: here. 


3 Thank you, Mr. Chairman. 
 1

4 The Chairman. Thank you again~ sir. 

Ambassador, you spoke f.irst of all and properly 

6 about the North American Free Trade Agreement. And 

7 you said the agreement has been concluded. It was 

8 :signed simultaneously in ottawa and Mexico City and

9 here in Washington in November. 

You said that our goal -- and during the 

11 campaign, then Governor ClintoQ indicated he would 

12 -want to have three side agreements, not amending the 

13 agreement itself,b'4t having the force of 

14 intergovernmental agree~~~t"~'. •~d<'ithe/were to have 

- to do ,with labor stand~u;ds-_,c;md environm_ental 

16 standards and with the question of import surges. 

17 And you say -in your wr i ttem statement and you 

18 'did take the trouble to _read this out, "Our goal is 

19 rather to negotiate the necess,ary supplemental' 

agreements and go to work with Congress to develop 

21 implementing leg'islation so that the NAFTA and the 

22 supplemental agreements and domestic measures can be 

23 in place by January 1, '1994. II 


24 
 And yet, a_little later, you spoke of not 
L-

wanting to commit yourself to'an artificial 
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1 timetable. Those were your words. 

2 NOw, there is a timetable here. You said 

3 January 1, 1994. And I just have to ask you, sir, 

4 and I think I do so on behalf of the committee, as 

much ,as we want this agreement, we also want the 

6 side agreements. 

7 Can we understand that you are prepared to walk 

8 away from the: table if you cannot get the 

9 satisfactory set of agreements?' 

Mr. ,Kantor. Yes, Mr. Chairman. Let me make 

11 thatclea~. ·One, the President is committed to the 

12 goal of implementat,ion 1-1-94. . He is committed not 

13 to reopen the NAFTA itself ,bu,t he will not send the 

14 NAFTA to this Congress without these supplemental 

agreements. 

16' And I, as a member of the cabinet and as USTR, 

17 am prepared to, as you say, walk away, from the table 

18 if we can't get satisfactory supplemental 

19 agreements. 

The Chairman. Fine. I think that is a great 

21 openin9 statement and a necessary one, but it needs 

22 to be understood on all sides,' not at least ours. 

23 And thank you very much for that. 

24' Senator Packwood. 

Senator Packwood. One of the things you want 
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1 in the side'agreements is the ,North American 

2 Commiss,ion on the Environment, as I understandit~ 

3 What is your goal? What'do you want this 

4 commission'to be able to do? What powers do you 

want it to have because I assume'it will have the 

6 same powers in all countries?: What is your goal? 

7 Mr. Kantor. Yes. It will. And that is 

8 something, Senator, I think, that,we need to be not 

9 onlycautious,but properly respectful of, not,to 

, tread on, not only the sovere'ignty of our neighbors, 

11 but our own sovereignty. 

12 This agreement works both ways. I guess the 

, 13 saying is,' what is sauce for the goose is sauce for 

14 the gander in this situation. 

Sovereignty and the exercise of the 

16 supernational powers are two concerns that we are 

17 going,to address as we look at these supplemental 

18 agreements. 

19 You mentioned the environmental agreement,. 
, 

Let's take the potential authority without revealing 

21 the 'negotiating position, which I know you do not 

22 want me to do,the potential for a commission to 

23 rev'iew in the env ironmental a'rea a potential 

, 24 concern, whether it be a concern that was raised by 

a country or raised by a nongovernmental 
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1 organization or raised by an individual under proper 

2 circumstances. 

3 One, the cOClission could rely on exclusively 
, 

4 public informaticn. That would be one thing the 

Icom:mission could do. ~f it did not go any further 

6 'than that" the commission, of course, would not have 

7' probably the acce.ss to information that was 

8 necessary to reach a proper con,clusion. 

9 You could add to that the 'ability for the 

commission to request addi tiona'l information or to 

11 request an investigation by the country in question, 

12 whether it be the U.S.,' Mexico, or Canada. 

13 Third, of course, you could add'to it,the 
, I 

14 authority on the part of the conimission'to demand 
. 

additional inforz:tation or to demand investigation by 

16 governmental authorities. 

17 Now, you niight say, "Well, Ambassador Kantor," 
. , , 

18 let, me just anticipate what I think may be a natural 

19 question, "how would you enforce that demand?'" 

As you know, in the many international 

21 agreements, there is an authority to ask for 'or even 

22 demand certain material, make that public. And 

23 there is no enforcement mechanism that is put in 

. 24 place. The mere fact of making that public usually 

persuades a government to react properly in those 
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1 circumstances. 

2 . We are looking at certain national, not 

3 supernational, enforcement mechanisms under the 

4 present NAFTA that· might ,be available in connection 

with these .commissions in order ,to make the powers-

6 as I have spoken with Senator ~aucus before--to 

7 review. I think investigate is the wrong word. 

8 Review certain policies helpful in the environmental 

9 area. 

Senator Packwood. ' Let's just take a for 

11 instance. Let's say on some kind of air quality 

12 standard, we have 50 parts per; million and Mexico 

13 has 10. And that's their law.: And they are 

14 enforcing their law. 

Let me put it the other way around. Ours is 10 

16 and theirs is 50. They are enforcing .their law, but 

17 it is not as stringent as ours'. You do not picture 

18 this commission of being .able to comp~l Mexico to 

19 try to change their law? 

Mr. Kantor. Not to c?mpel. No~ 

21 Senator Packwood. No? 

22 Mr. Kantor. Not at all. 

23 Senator Packwood. If you give them the 

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

are meeting those standards." You publicize that. 
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1 And the commission says" "We don I t think this is 

2 very good for the air." and would, suggest that 

3 perhaps you might want to do better, but that would 

4 l>a,sically be the end of it. We. are not --

Mr. Kantor. It might not be the end. .Let me 

6 :just say, the one thing, another potential, and let 

7 IDe be very careful. 

8 Potential authority this cOlClission might have 

9 . is to review in the long-term what standards might 

be helpful because the environmental concerns are 

11 not transnational. They are not national. We all 

12 llcnow that now. And we are all sensitive to it. And 

13 I know you are, Senator. 

14 The fact is that to review: that, to come up 

with recommendations, to sUbmit'those 

16 recommendations to the particular coun~ry--Iet's use 

17 'our country for purposes of the discussion--and 
L 

18 ,allow us to consider that in terms of changing our 

19 laws as a result of these recommendations would, I 

think, be perfectly proper and even helpful, both in 

21 the labor standards and environmental area. 

22 No. We are not looking to,give the commission 

23 power to impose on any particul~r country. changes in 

24 their law. 

Senator Packwood. If Mexico--Iet'.s use Mexico 
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,I as an example--does not chang~. They continue with 

2 their,50 parts per million.' ~nd the commission 

3 thiriks 10 is more satisfactory'. Are you suggesting 

,4 that the United States could then take retaliatory 

trade action against Mexico because of that? 

6 Mr. Kantor,. For not changing their l~ws? 

7 Senator Packwood. Yes. 

8 Mr. Kantor. I think that would be subject to 

9 grave consideration and very serious thought. I 

have not heard that suggested, anywhere ,that there 

11 will be sanctions imposed for not changing their 
, 

12 laws on the basis ofa commission recommendation. I 

13 would be ve'ry skeptical. of that approach. 
\ ' 

14 Senator Packwood. But basically the authority 

16 investigative pow,ers (.but';,nthe final analysis, its 
'. ".~' 

17 recommendations are more a moral force than a legal 

18 force? 

19 Mr. ~antor. Well, let me suggest without being 

too explicit,there is potential to address 

21 enforcem~nt concerns without :getting outside of the 

22 NAFTA itself. 

23 The Chairman. Could I make the point, Mr. 

24 Ambassador and Senator Packwood, that the United 

States has a long history of 'bilateral, binational 
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1 ilgreements in this area. 

2 The executive agreement. with Canada on 

3 lnigratory birds was reached early in this century. 

4 ~rhe Supreme Court upheld it as law. Congress took 

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

6 it has since been agreed that executive agreements 

7 of that ~ind have the force of law. 
, 

8 The international labor conventions which we 

9 have been involved with since. the late nineteenth 

10 ,century and which are formalized in the 

11 International Labor Organization defined count:r:ies, 

12 such as' the United states and Mexico. 

13 And, indeed, right now, the General Agreement 

14 ,on Tariffs and Trade occupies the original 

15 :tleadquarters of the, International Labor 

16 . , Organization. 


17 So you are building on a tradition that is a 


18 century old and :essentially very valuable. 

.. 

19 "Senator Baucus. 


20 Senator Baucus. Thank you, Mr. Chairman. 


21 Mr. Ambassador, I would like to follow up on 


22 NAFTA in particular, the environmental side 


agreements. 

24 As we know, this agreement:,' NAFTA, is breaking 

25 new ground insofar as this is the.first time the 
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1 United States has negotiated a.free trade agreement 

2 with.a developing 'country. 

3 The prior two agreements~ the Israeli-U.S. Free 

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

. developed couritries. Therefore, it is easier for us 

6 to reach an agreement with those two countries. 

7 It is far more .difficult ~ith Canada. Canada's 

S median age is .1S. The U. S. is' 33. The population 

9 . excuse me. Mexico's median age is. lS. The U. S . 

is about 33. 

11 The population of Mexico is SO and some 

12 million. Alnerica, .what? 250-'-whatever it is-

13 million. The. average wage rate·in.Mexico is between 

14 one-.tenth and one-fifth of thCl:t of the U. S. 

This is a very difficult 'effort to put together 

16 an agreement between a developing and a developed 

17 country. 

lS It is also true that there are immense 

19 environmental problems along the border and also in 

Mexico that will have an adverse environmental 

21 effect and also an adverse economic effect with 

22 respect to trade between the United States and 

23 Mexico .. 

24 ,It is also true that the'environrnental laws in 

Mexico, the laws themselves are very similar to the 

Moffitt Reporting Associates 
(301) 350...:2223 



5 

10 

15 

20 

25 

48. 

1 environmental laws in the U.S~: The problem is 

2 enforcement, enforcing the environmental laws in 

3 . Mexico. 

4 It seems only obvious to me anyway that now 

that we have NAFTA, we have an extraordinary 

6 . opportunity to try to address the environmental 
I . 

7 concerns betwee~ our two'countries frorq both an 

8 environmental perspective and .also an economic 

9 perspective so that we Americans and' Mexicans enjoy' 

.both the benefits of that environment and also an 

11 even economic playing field.' 

12 I think therefore that it is critical. It is 

13 crucial. It is imperative that you negotiate a side 

14 agreement that goes as far as you possibly can and 

reasonably can to enforce those environmental 

16 concerns and at the same time :respect our respective 

17 national sovereignties. 

18 And I think there is a way to do that. And you 

19 "know the proposal I sent to you. And I think we can 

also address some of the reciprocity concerns that 

21 have ~egitimately been raised by various people, 

22 that is, "Gee, we ask Mexico to enforce its 

23 environmental laws. What happens when they ask us 

24 to enforce ours?" 

That's a legitimate question. And I think what 
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1 is sauce for the goose is sauce for the gander. 

2 J(.et • s recall here now. With respect to every 

3 environmental law in America, a'ny American has 

4 individual standing to sue, whether it is the 

. Endangered Species Act, whether . it is the Clean Air 

6 Act,whether it is the Clean Water Act, whether it 
. ; 

7 is NEPA, whatever it is. The only exception is 

.8 different for "ttte Fungicide. or the Insecticide-

9 whatever it is--Act. 

Second, we can write an environmental side 

11 agreement that first deals with different standing 

12 to sue so that non-individual Mexicans would have 
, , 

13 standing to sue. There can be'very ·definite ways to 

14 limit standing. 

The second point is the. burden of proof. With 

16 . respect to American environmental laws--alld again, 

17 any American has standing to sue to try to enforce 

18 American environmental laws--the burden of proof is 

19 basically the preponderance' ot.the evidence. 

We can provide for a burden of proof which is 

21 more difficult,barder to meet. And third, it is 

22 important to realize that frankly some of the 

23 . problems that Mexico faces are problems that should 

24 <, be dealt with anyway. 

And so my basic point here is we have to move 
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1 forward. We have the obligation to move forward to 

2 reach an agreement with respect to enforcement of 

3 Mexican and American and Canadian environmental 

4 laws. We can do it in a way that does not 

unnecessarily intrude upon or'approach upon 

6 legitimate American business interests.' 

7 And let's not forget. There is a third 

8 difference here, that is, we are only talking about 
I 

9 failure to enforce environmental standards in 
I 

another country which has an ,adverse, competitive 

11 effect on the same American company. 

12 So I am really trying to put to rest some of 

13 the concerns about reciprocity, that is, there are 

14 ways to deal with reciprocity, that we have an 

obligation to do our best to :try to do that. 

16 And I would just like yqur .reaction, please. 

17 ' Mr. Kantor. Well, I .agree with that. Let me 
I 

18 just say that this is the gr~atest disparity in 

19 income and wages between two countries that have 

ever joined into a free trade agreement. 

21 And I think .- unless the ~hairman corrects me 

22 with his vast knowledge of h~story, I think that is 

23 correct, a much greater disparity than between 

24 Spain, Portugal, and Greece and their European 

partners when they joined the European community. 
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1 And that causes an obvious difficulty that we are 

2 wrestling with here today. 

3 Number two, we have some 'things that we have to 
i 

4 do even in advance of or along with these 

commissions. Let's not forget. First of all, we 

6 have to do something about any dislocations that 

7 might·occur'here in this country•. And Secretary 

8 Reich is working very hard on. that. 

9 Dislocation, I found a Wa$hington word, Mr. 

Chairman, to mean unemployment. That means when 

11 people lose their jobs, we have to do something 

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

13 closing or as a result of NAFTA. 

14 And hopefully,th~r.~~i;w.ill...be.VE!ry little.· ·We' 

are going to address that issue and address it in an 
.J 

. . 

16 overall and comprehensive ma:nner. Arid Secretary 


17 Reich is working on that •.. 


18 We also have border and environmental problems 


19 which have to be addressed. And we all know that. 


·And thiS is no partisan issue. This is something 

21 that must be done. 

22 In terms of environmental .1aws in Mexico, you 

23 are absolutely correct, .Senator. They are, in fact, 

24 - as good as· ours inmost instances, as·are the worker 

standards and worker rights. i 

) 
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,I . 

1 Frankly, in work~r rights,: let me say, they 

2 have gone beyond this country, at least on paper in 

3 their constitution and in their laws. The question 

4 is one of enforcement. 

And I would only recommend and commend to. the 

6 committee and its staff someth~rig we have discussed 

7 in private. In the intellectual property rights 

8 section of the NAFTA itself, Mexico has agreed to 

9 certain fundamental changes in their legal system 

dealing with intellectual property rights. 

11 Let .me suggest not to subtle that I believe 

12 worker rights and environmental rights are .simiiarly 

13 important and that we might be able to discuss 

14 profitably with the Mexican Government in these side 

agreements the implementation of similar procedural 

16 changes in their court system toensu~~ better, 

17 enforcement of laws, including but not limited to 

- 18 ... somet..hing that I am intrigued by as someone who used 

19 to practice law administrative decisions being able 

to be appealed to the court system for review. 

21 I believe that the model in the agreement 

22 \ itself on intellectual property is a very fine 

23 starting point frankly, Senator Baucus, for looking 

24 at enforcement of these laws ~hich are currently on 

. the books in .Mexico at this time. 
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1 And let me just end. I am sorry to take so 

2 much time, but it was a very important question. It 

3 is just not the competitive effect of implementing' ' 

4 these side agreements. It is ,also the effect the 

5 environment has on both of our countries, which 

6 needs to be dealt with. 

7 And the fact of not lowering standards and 

8 worker standards, 'not lowering, but'raising 

9 standards for the whole continent, it not only is 

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

11 the USTR. It is good in· trade 'terms and economic 

12 terms. 

13 We are going to have 100-million person 

14 consumer market in Mexico. We want their standard 

15 of living raised.' We want workers to profit by 

16 their productivity in Mexico in, order '-to help U.S. 

17 companies and u.S. workers. 

18 The Chairman. And the specific provision in 

, 19 the NAFTA agreement now with respect to intellectual 

20 properties, a'dministrative decisions may be appealed 

21 to courts? 

22 'Mr. Kantor. Yes. And let me read you this, 

23 "To be reviewed by judicial authority." And that is 

24 very, very important. In fact, I will submit ,for 

25' the record a review ,of the section on intellectual 
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1 property, which has some very significant changes in 

2 :Mexican court procedures, judicial procedures which 

3 I think will be very helpful iIi these otherareas'in 

4 which I indicated. 

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

6 thank you. 

7 [The information appears in the appendix.] 

8. The Chairman. Senator Roth. 


9 Thank you, Senator Baucus,. 


. Senator Roth. Thank you" Mr. Chairman. 

11 Mr. Ambassador, in your opening statement, if I 
I . 

J 
12 understood you, you indicated that in the case of 

13 the Uruguay Round that substance was more important 

14 than an early agreement, particular in respect to 

market access. 

16 NOW, in the case of NAFTA, you .said you would 

17 . not reope~ that agreement because it had been agreed 

18 upon. 

19 My first question to you is, in the. case of the 

Uruguay Round, are you saying,you are willing to 

21 open questions that tentatively had been agreed
I . 

22 upon? Or are you taking the same position? 

23 Mr. Kantor. In the Uruguay Round, there is so , 

24 	 many open questions on the table, .1 think I would be 

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

2 .with. 

3 I have had grave concerns, as I 

4 to this committee, about the Blair House 

5 especially in terms of base year in agriculture 

6 how it affects export subsidies and the fact that we 

7 filled an advantage for European farmers, as Senator 

8 Daschle knows very well and Senator Conrad who is 

9 now here knows very well. I have also raised the 

10 issue on the oil seeds portion ·of that agreement. 

11 The U.S. agricultural interests are willing 

12 to and let me be very careful here - are at 

13 least willing to look at the market access 

14 provisions we are able to negotiate and then be 

.15 willing to say, if that is goodenough, if that 

16 really opens up markets,· not. only in..Europe, but 

17 .. around the world to U.S. agricultural interests, and 

18 we don't start at a lower base as the Europeans 

19 wanted in January than we are right now, and if we 

20 can disaggregate, as they say~ commodities and 

21 really open up market access to this area, then, in 

22 fact: the Blair House Agreement might be acceptable 

23 because as a total package, it would be helpful to 

24 our agricultural interests.· I am using that as an 

25. example, Senator, of something we have raised. 
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1 But we have so many othe~ issues that are open 

2 on market access and industrial products and 

3 services, on intellectual property rights, on 

4 services, on audio/visual, onithe language on 

antidumping that, is currently, in the draft final 

6 agreement, that we, have enough: on our plate, that if 

7 we can have satisfactory arrangements a~ soon as 

8 possible, not delaying, with ~he EUropean community, 

9 then, multilateralize that, then, I.think we would 

have been successful. 

11 senator Roth. Do I understand you to be saying 

12 then, as a .matter of policy, you will not want to 
:..

13 reopen areas on which there have been 'reached 

14 agreement? 

Mr. Kantor. As a matter of good sense and 

16 strategy, Senator, I am trying - what I will try to 

17 do is get what we need and want and what I think is 

18 productive, not only forthi~ country, but for 

19 opening world markets. 

And I am willing at that point, as I think you 

21 would be and you would advise me to, maybe swallow 

22' something in other areas tha1;:have been agreed to 

23 that we might not have negotfated in the first 

24 instance, but are in the agreement as it presently 

exists. 
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1 senator Roth. The Economist, the respected 

2 British magazine, in a recent ~~ticle makes the 

3 statement that if there are undue deI'ays in the 

4 Uruguay Round and a lot of issues brought back up, 
t.. 

'. they see that the Uruguay Round could die. 

6 As a matter of fact, quotes the Prime Minister 

7 of France, calling for the GATT talks,' "start again 

8 from ;scratch tl • 
; . , 

9 How much of a problem do you see? Do you think 

. the Uruguay Round 'is in danger! of failing? 

11 Mr. Kantor. I do not think it is in danger of 

12 failing. I think that it needs, to be resuscitated 

13 .. in the sense of momentum needs: to be created. I 

14 think there is abalance"J:;:,Q,,,,:..:P~,~:tr14qk, ,Se,nC).tor:, if I 
- ' •. ',' .. ',' , ~,... ! .,' . ' •• -' "-" ", .,.', ," " 

• I

might, not avoiding your question,' but trying to be 
• • ~', 0. '. " 

116 realistic. 

17 Between acting too fast and not fully reviewing 

18' and having a good agreement in these many areas that 

19 I mentioned versus going too l,ong and having, the 

Europeans 'and others believe that we are not 

.21 committed to the round, somewhere in between those 

22 two extremes -- and I set them up obviously for 

23 rhetorical purposes. 

24 Somewhere between those 1:;wo extremes is a time 

that we can reach agreement' where we can get a good 

, . 
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1 agr~ement, one 
, 

that is succiessful, one that will 

2 open markets and expand trade, but will not be one 

3 in which we leave a lot on the table and therefore 

4 cannot frankly come hereon a bipartisan basis and 

, sell ,it to· the Congress because you are going to 

6 say, "Kantor, what are you do~ng here? You did not 

7 get what we needed for a successful world trading 

8 system." 

9 And so therefore, there is a timing. Itcannot 

/ 
11 

go too long. I agree with the economist on that. 
, . 

have not agreed with much that they have ·said 

I 

12 lately, especially about me,but that is okay. 

13 

14 

[Laughter] 

Mr. Kantor. 
I 

But the fact is, they are right 

about that. We are very sensitive to it. I talked 

16 to Sir Leon Brittain yesterda'YbypheI)e. And I 

17 ·think he thinks that we are on the right track in 

18 

19 

terms of timing. 

Senator Roth. 
I 

One. final question, Mr. 

Chairman, in the opening remarks, some comments were 

made about the importance of :integrating trade 

22 policy with the domestic economy, something I think 

23 we can all agree. 

24 
i

The difficulty is when you begin to apply that 

policy. For example, so often trade is used as a 
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1 'means of trying to force certain conduct. Take 

2 China, for exampl~, most favor~d Nation. Some 

3 people think that we should not grant them most 

4 favored Nation because of their human rights 

conduct. 

6 Agriculture, many cases in the past by both 

7 Republican and Democratic Administrations, there has 

8 been a sanction on agricultural policies. 

9 My question is, how do we reconcile? How will 

this Administration reconcile the desire to put 

11 trade as .part of the domestic poliC;y as improving 

12 our opportunity export. vis-a-vis foreign policy and 

13 other kinds of conduct 'that we think is desirable? 
, 

14 Mr. Kantor. I think in two ways this 

Administration has made it clear that it will do so.· 

16 And we are currently, ,by .theway, reviejYing. our 

17 policy towards China. As you know, it is quite 

18 c;omplicated and has many implications beyond trade, 

19 but not really beyond trade. 

The President has made clear two things: one, 

21 that our international security is based upon our 

22 domestic economic strength. 

23 And if we are going to provide world 

24 leadership, number two, we must be strong at home. 

And therefore, we must have ~ trading system or a 
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1 
, 

trading regime or a trading P9licy that is part and 

2 parcel of this domestic economic concern. 

3 And I think the President laid that out quite 

4 carefully in his American University speech and 

quite successfully. And we are trying to carry that 

6 out. 

7 As we try. to implement that, it means you just 

8 frankly, Senator, do not react all the time to 
i . 

9 things that come to you. You :try to reach out and 

do things that are positive iri 
, . 

nature and, if I 

11 might to be euphemistic or co~loquial I guess, to. 

12 get ahead of the curVe. 

13 We have chaired this yeai'the Asian-Pacific 

14 Economic Cooperation FOru1Ii.~hat is the first tiine 

I think .that we have chaired that, if I am not 
r 

16 mistaken. It may not be the first', but it is· 

17 certainly the first. in this Administration. 

18 We are going to try to use that to really open 

19 up and put a framework around this conference which 

includes China, by the way, includes Australia, New 

21 Zealand, and all the Asian Nations, and begin to· 

22 look at that as a way to build a much broader 

.23 network trading regime with the largest and fastest 

24 growing market in the world. 

It is something that has not been done. And we 

Moffitt Reporting Associates 
(301) 350-2'223 



61 

1 are going to look forward to trying to do that as we 

2 go forward into the fall. 

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

4 Roth. 

5 Senator Bradley. 

6 Senator Bradley . Thank you very much I ·Mr. 
I 

7 Chairman. 

8 Mr. Ambassador, you woul~ say that it is fair 

9 to say that without the NAFTA" the North American 

10 ·environment·would be worse. Is that not correct? 

11 Mr. Kantor. That is correct. 

12 Senator Bradley. So, that when we talk abut - 

13 Mr. Kantor. with the supplemental agl;"eement. 

14 Let me add that. 

.15 Senator Bradley. Put the supplemental 
. . 

16 agreement aside. If we did not have 1:heNAFTA, . 

17 would the environment be worse or better? 

18 . Mr. Kantor. It would not get better. 


19 Senator Bradley. It would not get better. 


2,0 Mr. Kantor., I think I would be a little more 


21 cautious, but it would not get better. 


22 Senator Bradley. So the :NAFTA itself improves 


23 the environment for all the obvious reasons? 


24 Mr. Kantor. yes. 


25 Senator Bradley. Income rises, interaction 
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1 with another society? 

I ' 

2 Mr. Kantor. I have to agree with that. 

3 senator Bradley. Pressures to improve, shared 

4 commitment to border clean up. 

5 So the point .is that. the NAFTA as it now stands 

6 will create a dynamic that will improve the 

1 environment in North America. Now, your point is 

, 8 that you would like to try to do a little better on 

9 the environment and on labor standards. 

10, Could you share with us succinctly your, ' 

11 specific objectives in each of those negotiations? 

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

13 procedures, but what do you want to achieve? 

14 'Mr. Kantor. Let me try to be as succinct as 

15 possible. And some,would say that is difficult for 

16 me, but I will try, senator. 

11 One is these will be mechanisms, these 
, !' , 

18 commissions or other actions we take to do four 

19 things: one, improve environmental and labor 

20 'standards and conditions; now" two" enforce 

21 environmental protection measures and labor 

22 standards as we were speaking ~bout earlier: three, 

23 improve the U.S. -Mexico border :environment; and 

24 four, ensure that this NAFTA package to the extent 

25 possible supports increased income and prosperity 
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1 and improved social conditions in all three 

2 countries. 


3 
 Now, let me just add very 'quickly to that an 

4 overview of how 'strategically :to go about that. 

Without getting too detailed again, I find this jop 
, , 

6 very interesting. On one hanq, I have a real 

7 obligation to be here and be as open as possible and 

8 speak to you and speak to the' American people and 

9' the people ~ho pay my salary. ,: ,on the other hand, I 

have to go out and negotiate this thing. 
, 

11 one, to look at measures~or standards of how 

12 these commissions or how we will go about it: two, 

13 to look at the review powers b.f the commission; 

14 three, to look at. what role private, citizens,.
'. '. -'~0:;:/·"··IM":~ t';.:-,:;:;· '".," -,'- -,<, :'," ," _:.~ ...,:: " 

nongovernmental organiza'tions' ~ight play in this; 

16 four ,what oversight or' ~rt/forpe'ment powers might be 

17 exercised? 

18 And I want to be a littl~ careful there because , 

19 	 that is where you get into sovereignty and 

supernational concerns. ~I~~ 
21 ,And last, what structure these commissions f'Jtof{lrA 
22 	 should take • And I think' thalt is exactly what we 

23 	 are trying to, achieve. I. know that is what we are 

24 trying to .achieve. Without getting into any greater 

detail as to what options ar~ on the table, I would 
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1 like to stop at that point. 

2 senator Bradley. All rig,ht. Your first two 

3 points are improve and enforcement. .We are talking 

4 	 in.our respective countri~s? 

Mr. Kantor. Yes., We are, Senator. 


6 Senator Bradley. Weare :talking about laws 


7 being enforced in Mexico that are in the book and 


8 	 laws being enforced in the United States that are in 

9 the book. 

Now, let's .say a Mexican environmental group 

11 does not like the pace of toxic waste cleanup in New 

12 . Jersey or mine rehabilitation 'in West Virginia or 

13 Wyoming or clean air enforcement in Los' Angeles or 

14' whatever, how are we going to prevent them from kind 

of messing around in every law that we have on the 

16 book? 

17 Mr. Kantor. Well, first of, Senator, they 

18 would have a standing problem in U.S. courts is my 

19 first answer to that question., 

Number 	two, as S~nator Baocus said, U.S. groups 

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

22 the time. 

23 	 Number three, what would be availabl~ to 

24 	 Mexican citizens groups, as you are referring to, 

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

2 be a little careful .. Theoretically, ask them to 

3 look at a particular issue, review it, gIve, a 

4 recommendation, and go back to ,the government in 

question, in this case the United States, and 

6 recommend changes or enforcement. 

7 Beyond that; we would have to deal with some 

8 enforcement powers in the NAFTA itself. 

9 Senator Bradley. So that, as I hear you 

describe the commission, they primarily would 

11 spotlight problems. ,They would have no authority to 

12 require changes in domestic law of the respective 

13 countries or no power to effect enforcement if that 

14 enforcement was lax'in New Jersey or Mexico? 

Mr. Kantor. Let me take your second. The 

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

17 power to 'go and enforce laws in the United states or 

18 
.. 

to go in and enforce laws in Mexico. 

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

after petition, review, consideration, 

21 recommendation, submission - which I know Senator 

22 Baucus has talked about in his'speech last month 

23 ' - let·s say on the environment, sUb!'llission to the 

24 government in question, failure to act on the part 

of the government, there, at least discussions 
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1 within the Administration of what, might be done in 

2 enforcement. 

3 Beyond that, not by the commission, but by the 

4 government.s themselves, under the NAFTA, if you look 

at the present arrangements for trade vioiations, 

, I 

6 now 

7 Senator Bradley. So that-

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

9 only disc~ssions. 
; , 
I 

Senator Bradley. Yes. 

11 Mr. ,Kantor. No one has gone any further. It 

12 is just 011 the table right now for d~scussion. 

13 Senator Bradley. Well, let me suggest that 

14 giving Mexico the opportunity to block exports of 

U. S. goods to Mexico for some failure of; 

16 implement;ation of a domestic law here -would, , I 

17 think, not,be a recipe for either good cooperation 

18 or for achieving the objectives. 

19 Mr. Kantor. Yes. 

Senator Bradley. My time us up. 

21 The Chairman. Thitnk you, Senator Bradley. 

22 Ambassador Kantor, you are going tO,be very 

23 close, in weekly consultation with this committee as 

24 Senator Bradley',s issues are developed in your own 
! i 

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

I , 
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1 it might help you. 


2 Senator Danforth .. 


3 Senator Danforth. I simply want to point out 


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

concern that some other Senators have expressed 


6 about the side agreements and ,about the quagmire 

, 

7 that these side agreements might create, but that is 
I 

I . 

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

9 Let me get back to the s~bject of the Airbus. 

00 you have any real doubt that Airbus has received 

11 huge subsidies from the European governments maybe 

12 in the neighborhood of $26 billion and that Airbus 

13 would not even be in existence but for those 

14 subsidies? 

Mr. Kantor. Let me take 
" 
your first question. 

16 Now, the Gelman Study done by the Department of 
I ' ...-' " 

17 Cornmerceinthe previous Administration, I think, 

18 made it quite clear that the subsidies probably 

19 indirectly may have gone up now to $17 or $18 ' 

billion. And if you apply the proper market 

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

22 think is the figure, subsidy. 

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

24 one. 

And number two, if you just look at what has 

I 
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1 happened to market share frankly, it has gone up to 

2 what? Thirty or 35 percent as:a result of this 

3 financing. 

,4 senator Danforth. I think it is 28 percent, 

worldwide. 

6 Mr. Kantor. Right. 

7 Senator Danforth. And 44 percent in the u.s. 

8 Mr. Kantor. I think that this is one of those 

9 issues that is fairly clear, that without the 

subsidies, without the - letts call it unusual 

11 financing, that it would not be available to a 

12 private company in this coun1:ry;. They would not 

13 have been able to obtain the market share they 

14 obtained. 

Senator Danforth. It should be a good 

16 countervailing duty case, shouldn't it? 

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

18 me just say that if any particular company wanted to 

19 bring an action, they would have every right under 

CV laws to do so. 

21 Under the agreement that ~as reached in the 

22 prior Administration, which you referred to you in 

23 your opening statement, we cannot initiate as a 

24 government, we agreed not to initiate as a 

government a CVD action in this area. 
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