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Senator Danfofth. Well, the Executive Branch -
agreed to that, but as you know, international trade
agregments are within Article 1 of the Constitution.
Thefe'is congressiona1 prerogatives.

And this was something th#t was.nevef agreed té
by Congress. In facf, we had a-seﬁée of the Senate
resolutiqn,’didn't we? We did. i mean, iﬁ waélmf :
resolution.

’[Léughter}

Mr. Kantor. 1 am quick to agree thét you must
have had one. |

ISenator Danforth. The agreement, however, what
passes as an agreement ér what is alleged to be an
agreement would doépqui,g;

TR

out the past $26
billion of subsidies.

ab

~In other wordsﬁﬁifffhgwﬁﬁﬁhtérvai;;ngTdhties .

were imposed, they would be ‘able to cover the $26
billion in past subsidies. Hcwever, the nature of
the agreement condoned the $26 billion in past
subsidies and allows certain future subsidies.

Mr. Kantor. It does for development, as you

- know, up to 33 percent.

Senator Danforth. And the full $26 billion is
forgiVen.

Mr. Kantor. Under the agreement -- and I do
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not meankto be defensivet I did not negotiate this
agfeement; Under the agreement, let me be careful
to add that we have a rightAto certain information
which we have now requested which shows that the day
after the President spoke in Seattle, we wrote to
our Euroéean counterparts and asked for
consultations as guickly as possible and to provide
the information that were due under the agfeement to
determine whether or not the $26 billion or the

direct subsidy is being paid back at the proper

interest rate or is being paid back at all.

One of the problems we haVe; of course, is the.
accounting practices of the four.partners in thié
are somewhat mdrky,to say tﬁe least. We are going
to have those meetings in late March.

Now, let me indicaﬁe withoﬁt goigg‘any furthér‘

because I haven't seen -- we obviously have not had

~access to the information that we have every right

to. If the information indicate that the money is
not being paid back or the interest rate is noﬁ
being applied, that we have evéry right then to look
at the agreement iﬁ terms of whether or not it
should stay in force. f

So, in fact, we do have some options here that

might not appear so clearly at first.
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Senator Danforth. All riéht. I would simply
say that it would bé my hope, particularly based on
the President's recent statements that the |
Administration would téke a very hard look at that
agreemgntlwith the view toward éhforcing rights that
were previously neéotiated with the subsidies code,
ana that the only reason to negotiate a subsidiesa
cbde is to use'it for the best interests of the
United States. Otﬁerwise,'any kind of international
agreements are not worth anything at all.‘

Mr. Kantor. Let me just add to that, if I
might, Mr. Chairman and Senator, that it is one of
the things we are iooking at closely in the Uruguay
Round is'the subsidy'section because we are n&t
satisfied with -- they have.a green 1ight,’dark
amber, yellow light, green light‘sectign.

And if you want to look at that'gréen ligh;

section and see if whether or not it 'is too liberal,

-

'in fact, allowing subsidies.

The Chairman. Thank you, Senator Danforth.

Senator Daschie.v

Senator Daschle. Thank you, ﬁr. Chairman.

Mr. Ambassador, out of fear of sounding a
little bit like a broken record, I raise again the
issue of agriculture. | | |
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There is a concern all the way along this

. process that it really has not been a very bright

blimp on the radar screen for a lot of people, your
predecessor. And I guess the jury is still out as
to what dégree this Administration will be looking

at the agriculture provisions of this agreement. ai

A

And I suppose, as I said earlier, the biggest#(?

concern that we have is the degree to which we loc

“in this ability on the part of the canadians to .

'subsidize their products with an inability on our

side to.do much about it.

There is a concern about'ﬁow we resolve
disputes when they have agreement, we have an
agreement, and those agreements offer aanﬁtages>ahd
disadvantages. And as we try to resolve disputes
related to those agreeménts, it is very unclear‘to
me how ﬁe are going to do thétﬁ

Secondly, even if we cén come to some
conclﬁsion abput~thé a&vantage, perhaps the

Canadians -- not perhaps, but the Canadians have

‘locked, in with regard to éubsidization, the degree

to which we understand that aanntage’is'related

directly to the degree that we know their is
subsidization is continuing.
And so we have no ability necessarily, as I
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understand it without price transparency, of coming

‘to grips with that question, even to take it to a

dispute resolution mechanism.

And then, there is a third issue. Assuming for
the mément that we really cannot look at price
transparency with any:satisfa¢tion, how do we deai
with it? How d§ we deél with it in a dispute? How
do we deal with it unilaterally? Is it considered
Eountervailable? | B |

We talked about this eérlier. And I think for -
the record, it would be very helpful for this
Administration to explain their understanding of our

options outside, of course, of using subsidies of

‘our own.

But I would like for YOﬁ'to address those
pointé to begin with.
| ' Mr. Kantor. Thank you, Senator. Yes. I would
be ﬁappy to do so. And I éannot speak to my
predeceésors‘in this job, but I hope you understand
that we have paid some attention to this and spent ,
some hours on this. |

ﬁe do not have a lot of options‘with regard to 18
Canadian wheat durham, . we have discussed. The éﬂ:ﬁ&ﬂéi

Binational Panel, of course, came down with a

* decision which I was disappointed in, as I know you

r
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were and Senator Conrad and other of your colleagues

were disappointed in, but that is not the end of the

ball éame, as they say. We have not come to the

ninth inning yet.

~ In April, I am meeting as;a co-chair of a panel

to review this decision. I have very limited power
in this review, but one power I do have is to
implement the panéi's recémmendation that‘we have an
audit with the Canadian Wheat Board and their use of
rail and.other matters thatAhave helped their wheat
farmers and have made their wheat,‘I think, amounted
to a large subsidy for Canadian wheat.

We would like to implement that audit as soon

‘as possible, not the seven-year timeframe that seems

to be the point of the realm in international

agreements, but as soon’'as possible, hepefully in'a
90 or 120-day timeframe, if that is rational, bring
in a third party, a neutral party to audit these

matters.

If‘they'find what we believe to be there, we

are prepared and ready to bring a new case in front

of a binational panel based upon evidence which was

not available to us, as you know, because we could
not force that evidence; and then be able to deal
with the problem, we hope.
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Now, that is, I think, the most viable way for

us to proceed.

And let me just say, let me answer ydur third

. question, yes, it is countervailable, if we find

there has been a violation.

Senator'basthe. Well,_you said in answer to
an earliér quéstioﬁmthat you would walk away from a
bad agreement. I would hold out this as Exhibit A’
that we have under these circumstances, at least as
far as agriculture goes, a éuestionable agreement.
And I am very concerned about our inability, even
using the audit procedure that you outline,hand I
would recognize thét it is an option for us, but the
audit procedure takes so long.‘ |

And given that length of time, our inability ;6
deal directly with this issue prior to_the time we
have to resol?e tﬁe o?erall agreement leaves many of
us with a greét dgal'of concern.

‘What if the audit doésn;tApréduce anything?

What if we have additional disputes in the future

-and really a lack of understanding as to how we V

resolve those disputes on a three-party basis?

But I am very concerned about that. aAnd I anm

. not sure the audit frankly is going to be good

enough. And I would hope that we could find another
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way,{that‘we,could,reSOIVe this issue with the

' Canadians prior to the time many of us are called

upon to vote on NAFTA itself because-if’is a very,

very big concern.

I am also concerned about their ability
ironically even to use our own export promotion

programf And so Iiwculd be;interested in kno#ing—-

;ih what brief’time I have left--what your view is.

[Laughter]

Senator Daschle. Given the ability to extend

" the iO minuteé

‘But how you view thé use of end-use
certlflcates, wQuld.you be supportlve of utiliziné-
end-use certlflcates to ensure the Canadlans ‘are not
able to use the export sub51d1es that we have"

- The Chalrman.‘ Senator, would you help us?"
What kind §f’certifi¢ate? |

Senator Daschle. Mr. Chairman, these are end-

‘use certificates.

. The Chairman. Endvusea';

Sehator Daschle. That documents whére the

‘graln has come from in order to ensure that as

sub51dles are applled that whether or not those
subsidies are applled to U.S..products~or to foreign
products.
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1 Mr. Kantor. Let me say two things. One,

2 Secretary Espry is looking at the end-use
3 certificate situation right now aﬁd will be |
4 ccnsulting on.ﬁhat. I think we both would be happy
5 to come éée you and talk with you about that.
6 Number two,'in the Uruguay Round, if, in fact,
7 we can get a market access package in agriculture
8 ﬁhat makes sense, clarify these non-tariff barriers, pr
9 that has potential -- that has potential. : ‘Q&
10 ' Let me not overstate the case. It will not
11 solve all the'problems, but it has potential for
12 verification of some of the problems we are talking
13 about in lowering those barriers a@d being helpful
14 as well, So we are not without'some‘options,
15 - Let me say, I ém as frustrated as you arevwith
16 this problem. I find that I do no£~Q§ve aé many
17 options with this particular problems as I have with
18 others.
. " A19. ‘The Chairman. Thaﬁk you, Senator Daschle.
20 Senatgr Chafee.
21 Senator Chafee. Thank you, Mr. Chairman. .
22 ‘ Mr. Kantor, I referred to page 12 of your | |
23 testimony on the bottom there.. And I am extremely
24 .interested to discover that we currently have a
25 ‘ tréde‘surplus'of $6 billion with ﬁe#ico, but one of
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the experiences that you have ﬁefore this committee,
Mr. Aﬁbassador, is that there are some members of
this committee who rail égainst any Nation that has
a trade surplus with us. |

Somehow it is all rightvfdr us to have a trade
surplus with another Natibn,_but it is per se evil
for the ofher Nation to haQe a trade surplus with
us. And so I am very pleased that we this trade
surplus with Mexiéo.' ‘. |

I would also like to stfess thatkthe'accent‘ ‘i
always. seems to be on thése who attack the NAFTA, oﬁ‘
the American compénies that are fleeing to Mexico.
And you yell>know that they can go there néw‘
already. And, indeed, somé'ﬁaVe;= f%ﬁ¥*-

But I‘think what we have to accent here is the
tremendous market that ﬁekibokfépréé;§£$7¥ov0.s.
products, U.S.-made products, not only the $6
billi;n surplus, but the fact that over the past }
fiQe years, our exports to Mexico have grown over
300 percent.

‘VAnd you yourself say that on page 12. And that
is the point it seems to me that we have to accent.
And that all represents jobs.

’I must say, Mr. Ambassador, I.ém very, very

concerned over these side agreements you are going
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to attempt t§ negotiaﬁe. vAnd that concern has been
voiced here earlier.

I think it is going iﬁto a moréss‘because; as
you say, you are not going to alter the pasic
agreement, but you are goiﬁg to have these side
agreements. I am just not suré what they are going
to do. |
| That noted Américan philbsopher, Yogi Berra,
said, "You can see a lot by looking." And so I went
down ana followed his advice and went to Mexico
City.

And there, for example, in Mexico City, every
vehicle in Mé#ico City hasAto be checked, not once,
but twice a year for emissions, for tailpipe
emissions. -

And that is done through a bullet:prbof; bribe

proof machine that if you don't pass, it spouts a

~ record that says you\don't pass and how you have not

passed. If yo& paséed, then, the sticker is on the
sheet that comes out of the machine. It is
extraordinary. |

And therefore, ever? vehicle in Mexico City haé
to have this sticker on it, indicating théf they
have beénlapproved for the folloﬁing six months.

And perhaps under the side agréements, somebody
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in Mexico could go after Los Angeles for not having
a similar agreement. I do not know;

I am not quite sure how your side agreements
are going to work, but I do not want to be harsh,
Mr. Ambassador. |

But I have a feeling ﬁheré is a lack of a sense
of urgency.A I think and I know you have mentioned,
"Don't worry. We are going to:ﬁave it done by

January 1st" which is the commencement date of the

" NAFTA, but pretty soon this Senate is going to be

choked up on a whole series of measures, whether it
is the economic policy or the health care or

whatever it is.

And I will say, you are not go

e

'ng to be gblgwto

satisfy the AFL*CIbiéﬁ this.'.éﬁi suggestiég tﬁét N
you can, I think’iSTéfr9n§GQB;7“Theyv§}d hdt‘apprbve
of the Canadian agreement we entered into. And £ﬁey
are dead set against this. Sc there ig going ﬁo be
6pposition to it. |

.wOﬁid you do apything to allay my concérns
about this perhaps inaccurate belief I have that
your fﬁll pressure 7? you haven't got a full court
presé~on this. Am I inaccurate? And I would be
happy to discover that I am. | |

Mr. Kantof. First of all, I Qodld never say
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that you are inaccurate, Senator. I would never do
that, but I would quote the same philosopher, Yogi

Berra, who said, "It's not over until it's over."

And that means that we are doing maybe a lot more

than meets the eye.

Let me justlindicate, we have been in office

six weeks. Now, you cannot use that excuse forever.

And I am not using it. I am going to say what we

have done in these‘six weeks which I think is due to

- == not me, but a terrific staff and some wonderful

help from this Administration and a push by the
President.

The Pfesident has met with President'Salinas,"
as you kﬁow, as the Rresidént-elect.‘ I have met
with the Chief of Staff, Mr. Cordova. I have met
with Serra Puche twice. I have met wigﬁ the new
Mexican ambassador to thé U.s.

We are going to start our discussions 6f these

issues on March 17 and 18. We have a framework

which we worked out yesterdéy, Minister Serra and I,

for timing and also a framework of what should be
discussed.’ |

We have literally put these things into motion
and‘afé underway. I think Senator Bradley has

indicated the timetable that makes some sense and, I
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tﬁink, we can adhere to.
If you don't think there is a full’COUrt,press,
then, I have not been_articﬁiate enough here today

or earlier with you. This is of great concern to

"this’Administrétion.

'We want this agreement to be put before the
Cohgress. ﬁe'want it passed by the Congfess; Wé'
want it to go in£o~effectl‘ And11-1—94 is the goal.
And the President has made thét‘guite clear.

‘And I do not know who much more to tell you

" that we could have done frankly during this period

of time.
Senator Chafeé; Well, thank you, Mr. éhairman.'
And I do want to just reiterate that sometimes
the view of this agreement it séeﬁs to me gets
twisted. It is not an envirqnmentai agreement with
some trade aspeéts; o

It is a trade agreement in which there

apparently are going to be some environmental

gspecﬁé attached to it and labor aspects aiso, but
principally, we are seeking a tfade agreement;

Ahd I commend yoﬁ. Ahd certainly we will be
doing everything we can to follow it'as‘closely as
possible. |

Thank you very much.
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"Mr. Kantor. Thank you, Senator.
fhe Chairman, Thank you, Senator Chafee.
énd Senator Rockefeller. |
Senator Rockefeller. Thank you, Mr. Ch&irman.
I am Qoing to try, Mr. Ambassador, to ask you

three questions in five minutes, but not before

commenting on something that you said about your

general counsel who I happen to think that Ira
Shapiro is one of the big thinkers on trade issues.

I think he has been that for a long time, way back

before he came on any of our radar screens, and

knows this institution cold.

I think you haveia reélly, reaily good trade
person in your general counsel. I congratulate you
on that selection.

Mr. Kantor. Thank ybu.

Senator Rockefeller. In my opening statement,
I talked about this need, in ﬁy point of view, to
inte§¥ate trade policy with competitiveness policy
here in our own country and in a sense to try to

identify industries that are in the process of

getting into trouble, any industrial problems, or

you might say, sectoral problems, and then try to

deal with those before they become.trade problens to

the extent that that is appropriate for the
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government to do.

Now, one, are yéu conceptuélly thinking about

" that matter? Secondly, is the Administration
willing to structure itself to respond to the °

conceptual thinking about that 'matter? Has that

been discussed?.

Thirdly, how does trade policy in your judgment

fit into that mix? And fourthly, how does the

Committee on Foreign Investment in the United
States, CFIUS, with respect to foreign investment,
how does that fit into this éroblem? And is there é
felatiOnship between USTR and CFIUS? And if not,
should there be?
| Mr. Kéntor. Lét me take tpe f;gft thfee. And

I might even have Mr; Shapiro énswe?xéﬁérfourth on
that or at least give me some direction on that.

Senator Rockéfeller. And I have two more, but
if you Qant to --

Mr. Kantor. T will very quickly ==

Senator Rockefeller. Answer the first
question. | |

Mr. Kantor. The answer is yes. Conceptually,

obviously trade peolicy is connected to an integrated

economic policy, as I indicated in my statement.

Two, the structure, in fact, is working very
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well. The use of the National Economic Counsel and
the NSC with a trade person iﬁ the White House,
frankly, in between the two working with us
literally on a minute-to-minute basis has worked
very well to integrate both our economic policies
and our trade policies.

Senator Rockefeller. And the CFIUS one, you
can answver intwriting'if you‘wgnt to. |

Mr; Kantor. I would be glad to.

~[The anéwer appears in thé appendix.}

Mr. Kantor. And our tfade‘policies, how théy
fit in, the Presidenﬁ made it Clear>that when one
$1;6 trillién‘of our gross doméstic prdduct‘are
bound up in trade, trade has beéome a vital paft of
what wé do and how we do it. in terms of growing this
economy. 7 | . |

Senator Rdckefellér. Number two, the Advisory
Committee on Trade Policy and Negotiations recently
issuéd a report in which they recommended that‘we as
a Nation adépt something called TQI which is
temporary quantitative indicators with respect to
Japan, as the only means, in effect, with dealing
with non-tariff and invisible barriers.

Have‘you thought about thaﬁ recommendatién? Do

you have a sense of your reaction to that
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1 recommendation?
2 - Mr. Kantor. Yes. In fact, it is a very
3 impressive report done by Chairman J.B. Houghton and
4 under the leadership of jim Robinson. The fact is
5 - that there is great interest iﬁ this Administration
6 on that approach, not only with regard to Japan, but
7 in other areas as well, the TQI approach, especially .
8 with regard to strategic industries which you 03
g9 referred to earlier, Senator. : ) //(
10 Therefore, yes, it is oﬁ active consideration.
11 The President has spoken of it. The President, in
lé faqt, has read that report. And we have spoken of
13 it. And, in fact, he came to the active meeting
14 last week and spent 45 mlnutes‘talklng to the actlve
15 members about that and othéf éﬁbjectshdﬁﬁwruﬂf" -
16 I think it ig;an;gxgrappdinary commitment df
17 time by a President with a trade advisory committee,
18 which might indicate his interest and concern for
) ) 19 ' thié subject. |
20 ~ 'senator Rockefeller. I think it surely does.
21 ' The final one, I have spent a lot of time over
22 the last six'yeafs.totally fruitlessly, I might add,
23 | on the Japanese patent system, the question'of slow
24  examinations, narrow claims, a virtual requirement
25' that we havé to givé up our patenﬁsvin order to get
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new business with them.

I ﬁean, it is a classic téchnique which is used
there and particular bad in high technelogy where
shelf lifé‘is:very shorf. They extend it over a
long time. | | |

| Now,Ain your judgment, do we havé an existing
trade law femedy that can be used to prevent orvto’
discourage Japanese companies from using these |
various techniques which then prevent us from
becoming leaders in terms of getting inté their
country?

And then, my finaluquestién is that I ha§e, in
the event your answer is no, put in a bill, S. 149,
that would make these:practices actionagle, the -
Japanese patent trade actions, actionable under 301.
And I would appreciate if’you would take a look at
that and respond to me, not now perhaps, but laﬁer
in writing. - .

Mr. Kantor. Yes.

[The information appéars in the apbendix.]

Senator Rockefeller. But the question is, is
there’a ﬁrade policy that can be applied to Japanese
or other patent practices, particularly Japanese?

Mr. Kantor. The answer is, if there is, it

would not be easy. And I do not believe there are.

S

Moffitt Reporting Associates
(301) 350-2223



10

11 -

12

13

14
‘15
leé
17
18

19

20

k2l
22
23
24

25

88
That ié my horséback, legal esﬁimate.

I would be'pleaseé to discuss with you and .
respond to ?bur fufﬁre legislation. It is an
bhvibus pfobiem‘and one which will not get less, but
will get biggerin{the future frankly. |

Senator Rockéféller. Thaﬁk you, Mr.
Ambassador. | |

Thank you, Mr. Chairman.

The Chairman. Thank you, Senator Rockefeller.

A I supposé the questioﬁ is»reéponding to |
inaction which is a difficult thing to locate.
There you are. .¥ou"are not doing anything.

. Senator Graséley.

Senator Grassley. I think he was here before,

Mr. Chairman.

The. Chairman. It has been a matter of sonme

-complexity. You were at the earlier meeting.

Senator Grassley. Well, if that qualifies me

to go first, I sure want to go first. Thank you.

I want to -- Mr. Ambassador, if I can, because
sometimes when we on this cémmittee tend‘to'maybe'
bring up calculations and things like that, I want

to say first of all that I feel that NAFTA is very

good. And maybe these will detracﬁ'ffcm the.overall

goals that I seek.’
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Mexico happens to be Iowa's seventh largest
trading partner. And I think maybe NAFTA is darn
good for corn. It is‘pretty’good‘fof soybeans. And
I think darn good for pork. |

And agriculture is central to our economy
because-even though we export more manufacturéd
stuff than we do agriculture stuff, dollar-wise, it
is still out of our economy probablyf Six jobs -~
even thougﬁ only 10 percent of our people farm, six
jobs are probably related to agriculture very
directly.

So I want to say that I think NAFTA overall is
pretty good. I think -- I see it as kind of a
bangquet cake just waifing to be cut and serQed. I
think mafse some of our coileagues see it as a
cuﬁcake that ig going to provide dessert for a’féw.
I hope iﬁ is really very good for all of America.

And maybe also a comﬁent on.the Uruguay Round
before I ask you.soﬁe questiéns about NAFTA. It
seems to me that we 6ught to keep the p;ocess going;

I hope the Congress will give the President the

‘authority he needs to continue.

And maybe something related to my State and’

agriculture again is the fact that if we don't keep

the Uruguay agreement going, I think, maybe the
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agreements that we have made on oilzseeds in
November for the European community which, of
céursé, France is threatening to veto, may be a:
problem if we don't keep it going.

Oon the other hand, I hope your Administration

‘feeIS'liké I do and the previous Administration did

that a good agreement in agriculture is very

important for an overall GATT agreement before we

reach agreements in other areas. And I hope you

feei'that agriculture ought to continue to be a part

‘of it.

Now, to some speéific~questi6ns, and the first
question deals with something that just happened
last Friday by the Mexican Government. And if you

cannot answer because it is so6 close, 'feel free to

‘say so and respond in writing. e ‘ : §§?~

But just last Friday, the government through QD
their Secretary of Commerce and Industrial Trade,
initiated a dumping investigation against the U.S.

pork industry. And Iowa is number in pork

‘production.

In the dumping case, the government will
attemp£ to establish dumping margins on all pure-
bred live hogs, all fresh, chilled and frozén pork
products, and edible pork meat.
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The Mexican Government has named five U.S,
companies in El Paso, Texas as a target of the

investigation.

My understanding is that should the dumping’
mérginé be established on an§ pork product from any
U.S. company, then, under Mexican trade law, the
determined marginuwill apply to all U;S..pork:

products in that category that are exported to

tariff on live hogs and pork and pork meat products

Mexico.
Given the existence of the current 20 percent

in Mexico, it is difficult to understand how a
dumping margin could be.established.

Theréfore, what do you believe is the rationéi
of this action by Mexico? .Anq how will the |
Admihistration reSpénd té what I consider

« . .
questionable charges of dqmpiﬁg? |

Mr. Kantor. As you kﬁow, it just came up on
Friday. I am concerned about it. The first thing I
would do is I would raise the issue with Trade
Minister Serra. We'd.like to get back to you on
that'and work with your office on that situation.

As far as the 20 percent tariff and so on,’one
of the major reasons we need NAFTA ié to get rid of
those tariffs.
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You are absolutely right. The NAFTA itself; it
gets lost sometimes in the discussion of parallei
agreements which are obviously important, but we are
getting rid of tariff and nonftariff barriers. And
this is just one of them that you just cited.

But I would like to get back to you on this
particular actionf

Senator Grassley. It seems to me that that 20
pércent tariff wou;dAbe one ‘less ieason for Mexico
to have to take specific action against a specific~
company, which, in turn, then, under -- as I see
their trade law, would apply then to all. |

The second one would be the home appliance
industry that I have spoken to you twice before you.
Could you tell méiﬁﬁatftdéﬁétatﬁgﬁié@&fﬁﬁégdtiatibhs7
;egarding side agreggeg?§‘;FMNAFrA?<fAnd
particularly, whétigsﬂ;giggugéné:ég;ﬁiwﬁhé”ﬁbme
appliance <industry problem?

And if I need to expléin that, they -~ we,are>
going to allow them to send products into this
country under no tariff. And for 20 years, we are
going to have a slow phase}§Ut.

Hr.’Kéntor. It is 10 years. It is not 20.

Senator Grassléy. Ten yeafs? |

Mr. Kantor. It is 10 years.

Moffitt Reporting Associates
(301) 350-2223



10

11

12

13

14
15
16
17
‘18
19

- 20

21

22

23

24

25

93

Senator Grassley. Ten years. All right. That

Vlo-year slow phase out will put our companies in

jeopardy, our industry in jeopardy.

Mr. Kantor. Well, this may not be a

satisfactory answer to you, Senator, but we do not

want tb recpen and will not.reopen the agreemeﬁt

itself. There is a 10-year phase out on our side of

that. And we are going to stick to that. |
Senator Grassley. Well, then, that is

conciusive.

Mr. Kantor. That is conclusive. If we =-- lef
me say with alltcandor that i%.wé opened up, whether’
it is home appliance or other'aréas or sugar, others
here, i think, would like to reopen on'sugar and
othér matters, we Qould nevei get a NAFTA.

We would never meet the‘timefraqg we are
talking'aboﬁt. We wduid never reach this agreement.
We would never open up this 100-million person for
the Unitea States. We would never take care some Of
the envirohmental and w&rker Standards problems we
are talking about.

Frankly, itkﬁould'becdmeja mess. And ikwould
like to always give everyone Fhe answef they are
looking for, but I think in this case, I cannot. I

have to tell you that we just could not reach that
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without reopening the agreement. And once we did, f
thihk, we would be in for a large measure of
trouble.

,Sénafpr Grassley. And thét is in ail these
areas, you suggest, where you have had complaints
coming in. You mentioned sugar?

Mr. Kantor. Yes. - 5

Senator Grassley. And those are always treated

the same?

Mr. Kantor. It is difficult, very, very
dlfflcult to reopen any area w1thout reopenlng the‘ Qﬂl 0»
agreement 1tself. : - » ' &%\ yﬁﬁ

Senator Grassiey. I would 11ke to submlt /EM&Q
another question.

The Chairman. Of COursg.‘

Senatdr-Gragsley. or two other questions.

Mr. Kantor. Suré. | |

[The questlons appear in the appendlx ]

The Chalrman. I thlnk we all agree that not
every answer we get‘from yéu, Ambassador, is all wé
would wish, but you are eloquent, as it is. You afe
keeping to your statement that we cannot open the
agreement. as such. And there you are.

I Qould like'to_take ﬁﬁis ﬁoment to point out
that in February, we read one morningbthat'the
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Mexican Government was participating in a financial -

- enterprise that was going to lure American firms to

go to Mexico and take advantage of low-wage rates

and the government subsidy that might be involved

"with the financing.:

And I think you put a stop to that in about 24
hours. And I wént to thank you for doing it. _That
is the spirit which -- and I think they agreed that
it was inappropriate. | | |

‘Mr. Kantor._;Yés, they did. And they operated-'

literally,within an hour and a half after our

meeting. It came up the night before. The Mexican

Government had agreed to withdraw from that

- investment.

The Chéirman; Well, that is a good sign about
a situation where government has enormous amounts of

power in trade and all activities and not the least,

economics.

o

Senator Conrad, I note that a votg,has been

called as previously understood at noon on the

'questioh of invoking closure.

Senator Conrad.

Senator Conrad. Thank you, Mr. Chairman. I

will try to be brief.

" " We remain very concerned about what is
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1 . happeninéAWitﬁ Canadian/ﬁhe5£vpoﬁring aéress the
‘21 i border, eurhah and other whee£5jas‘weil;
3 I:—' 5uetito'butvit in eeﬁéextg in 1986.ne‘dﬁrham
4 came inte the United States frem Caneda}'none; Now,
5 e | they have 20" percent of the U. S - market, 51nce the
6 | so-called Canadlan Free Trade Agreement.
7. I call 1t so-called because in ‘my juégeent it
8 : was not ‘a free trade agreement at all It was |
"‘9'f negotlated trade. And wlth respect to agrlculture,
10k3'4 the prev1ous negotlaters lost the negotlatlon.
11V: NowAthat they have 20 pe;cent’of'the U.5.
12 market, coétihg;us?hundreds of’millions of'dollersg
‘13Vv o the_ques;ich is, didithey do éhat feirly?4 wes it
i4 fair cemﬁetition? ' ;1 . ji 
15 ' : If,ie isvfair'eempetitioﬁ,'we‘have‘no‘V
“16 : ceﬁplaiﬁt;"This.is not.£a1r>eompetitjent,‘They have
17 _Ja transportatlon subsidy that amounts to 75 cents a

- 18. - bushel on wheat that sells for $3 50. vThat‘does not

19 ‘count.

20 xThey.arefableftofcome ih{here~and sell secretly
21 . ithrough the use-of~the'Cenadien'wﬁeat board. 'Weede
22 ‘_' not know‘What their ptices are. They know our
23 ‘prlces every mlnute of every day on our markets.v
‘24 | e. And now, we have a blnatlonal panel rullng that
,25 © says that}s~okay because our p:ev1ous negotlatprsf
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undercut the plain and clear l§nQUage of the

-agreement by comments they made. our .own

negotiators undercut our position.

“SQ h?w, we have an unfavorable binational panel
ruling. And I hear talk that we ére goihg to have
an audit.of the Canadian whéatiboard.. Frankly, I do
not think that will d6 us a bit of good.

And I do not think it wi;;‘do us any'good
bécause very frankly, we are‘goiﬁg to have to audit,
I assume, oﬁ the basis of that‘binatiohal panelh
ruling which says, when you look at the acquisition:
price of Canadian wheat, fdrget'about.the
transportation subsidy.

.Well, if you fotgei about '75 cents on a $3.50
bushel-of‘wheﬁt, youihave giQen away the store
before we ever get to the question of whét is fair
and equitable and'fight“ | ,"

So i‘say to ygu, I thiﬁk'the audit is supposed
to be held out to usAas SOmethipg that is going to
do some good. I 'do not think i; is going to do any
good. I think that is chasing ; rébbit that leads
nowhefem ‘ | |

I would say to you, the only way we'arefgoing
to get a result is either tell our friends in Canada

that until this is worked out that, there is not
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going to be NAFTA, or numbef two, that we self-
initiate thrbuéh\Commerce»coupterQailing éuty«
action.

“And I am saying to you, this is costing our
producers hundreds of millions of dollars. It is
intolerable. 'It-is not fair. And I intend to vote
against this agreement, fight against it evéry step

of the way unless we get some resolution to what is

so clearly unfair.

I just wantéd to make thét~presentation to you.
Perhaps, you héve a reSﬁonse.

Mr;,Kaﬁtor."I understahd.§our frustfation. We
have talked about it on many occasions. We are
taking every avenue, as you know, we can pérsue that’
is available to us. |

As I said, not being defensive, we did not

negotiate this agreement. We will do the best we

" can in pursuing those. And we would be glad to

follow up on your last suggestibn'and‘discusslﬁhat .
as wellf |

Senator Conrad. All right‘ Let me just ask
quickly. I read ih the Journalef Commerce last

week that the Canadians could undercut the entire

‘NAFTA agreement, the concessions ‘that we have gotten

ifjthey devalued.
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And, in fact, thére may well be an intention to
do precisely fhat, devalue‘the cﬁrrency,.undercut
the tariff reductions that have been negotiatéd;

As I understand, there is nothing in this:
agreement about exchange ratés: Is it possible,
could it conceivably happén that Mexico would
&e§alue, undercﬁtfthé tariff concessions we have
gotten here?

Mr. Kantor. Well, I think that is always a
possibility. As you khow, in 1985 or 1986, this
country dévéluéd its currency in order to help our

-- we had a very bad problem, as you‘know, with

. trade, trade deficits.

Yes, that is poésible.. I do not‘think it is
probable or even likeiy, I do}not think it is in
the beﬁt interests of the other two countries'
economies or in the besf interést of this aéreement.

Let me say just to a friend; I believe that the

" Canadians and Mexicans are ccomitted to this

agreement and want it to work. I think they see it,
not ohly in their interests, but the interests of
the North American growth in général and so dé I
with the proper parallel agreeﬁents.

I understand your frustration over the‘éheat

question. And I am not minimizing that at all. All
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I am saying is to lower these tariff barriers and to

'get‘rid of them, to lower then non-tariff barriers

and to get rid of them, then, do such. To really
protect intellectuél property in Mexico especially

will have enormous, positive effects on the U.S.

‘economy and U.S. jobs.

Therefore, that is why the President supports

the NAFTA with the parallel agreemenfs.

I understand your frustrgtion aboutVthe'wﬁeat.
aAnd we will try to wofk with Fhat in a way.that
hopgfuily is not chasing rébbits, but is maybe
chasing elephaﬁts. |

Senator”Cohrad. I wbuld‘just'¢onclude, I hope

'that there is some way that we can protect on the

exchange rate question as well. I am very concerned

~about that.

- I thank the chai:mén.
Senatbr Baucué. Thank ybu,‘Senator‘
Ambassaaor, I want to associate myself with, as
Senator Conrad also said and Senator Daschle,
respect’ﬁo the agriculturé ppoblems that this

country has, particularly with Canada, somewhat with

-Mexico, but particularly with Canada.

"Generally, when we négoﬁiated the FTA, the Free

Trade Agreement with Canada, by and large and for

Moffitt Reporting Associateév
(301) 350-2223



10
11
12
13
14

15

16

17

18 -

19

120

21

22

23

24

25

~101
all intents gnd éurpOSest agriculture was off the
table. There were a couéle of provisions that
reélly did not amount to much.

Second, when the prior Adﬁinisﬁfation, not
yours, but the Bush Administrafion negotiated the
North Americaﬁ Free Trade Agreémeht with Canada and
with Mexico, as you well know;Athe Canadians asked
that all agriculture issues Be_taken off the'table,Q
“ﬁet's not negotiate'it.“

And the Bﬁsh'Administration‘agréed'and took

agriculture off the table.

That is galling in many respects. ' Number one,

- essentially, the prior Administration told the

American agriculture community that if'would'surelyv
address agriculture iséues~iféiﬁ»codia“§et the
agreement of the Americah agricultutg ¢ommunity tb
supportvthe request for fast track exéén;ion.

Now, that the priSr Administration exceeded to
Canada's requesﬁ to'pull it off the table, they went
back on their word, bqt more importantly, did not
addreés very;déepxand very di%fi¢ﬁ1t issues.

it is nét only the contegt of NA?TA not dealing
with the subsidies quesfiohs and Canada, frankly,
there are other. issues tﬁat»méke’it more difficult
for American agricuiture prodgcefs;
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102
One is frankly this Administration's economic
plan which asks for deep cuts in American

agriculture, which is tantamount to - unilateral

disarmament in negotiating with the Europeans in the

Uruguay Round.

It reduces American leverage. When we

across the table from them and say, "Hey, by the

‘way, we just cut our agricultufevprogram that much

more."

Do you have any response toifhat?

Mr. Kantor. Yes. It is difficult. TheV
Presidént's~economic péckége is critica;. And we
need to éet it through. And I knov you Support it;
And there is pain t6 be shared by a number ofifolks,
inciuding the latest action thét would cﬁt,.I guess
in some ways, COLAs for retired milité;y personhel;

That does not mean that agriculture has gotten

as gdod a shake as it may have wanted or needed.

"~ That is why the market access situation in the

Uruguay Round is so critical.

And that'is‘why( rathér than look at a short-
term extension of fast trégk, which we spoke about
earlier whére we could not getithat oﬁ the table, I
think, successfully and get if negotiated, we need

- Moffitt Reporting Associates
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enoﬁgh‘time to get a market access package for

égriculture, including tariffication,‘

disaggregation, startiﬂg at a, base level which is at
least equal to higher than we are right now with the
Europeaﬁs in order, as you knbk, to modify the great

advantage European farmers now have over American

" farmers.

J ‘ ) .
We compete because we are more effective and
more efficient, as you know, our farmers, but only

because of that. The internal supports, the

‘external subsidies, the variable levies in Europe -

have given them enormous advantages.
In 1975, the‘greatest’net'impcfter of

agricultural goods in the world was Europe, in 1985,

‘the greatest net exportéd 3f“3§%ﬁ5§féﬁfé§’gbb&élin

the world.
Senator Baucus. I have often péinted out many
times.

Mr. Kantor. Right. And what we need to do is

to come back with a market access package to this

Congress and the American pedple that makes sense in
agriculture as well as industrial products.

Senator Baucus. I appreciate that, but I

'really have two questions here. One is the NAFTA.

The other is the Uruguay Round.  And I just urge you

i
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very étrongly in the'¢ontext of the NAFTA to addreés
the concerns that I>and many other Senators have
raised with respect to agficulture.

It is a subsidy problem with Cénada, potential
CVD action. It is end-dse ce?tificates. It is fhe

use of the Export Ehhancement Proqram to regain lost

market share in Mexico. : . ?i/

There is a whole series of issues that have to

be addressed while we are negotiating and concluding

‘hopefully a successful NAFTA agreement.

In addition, while we are on agriculture,
briefly, is this AdministratiénAwil;inq to address
the implementing legislation probleﬁs with respéct
to sugar? | -

Mr. Kantor. You mean, iﬁ }egard to NAFTA?

‘Senator Baucus. Yes. Right.

Mr. Kantor. Let me speak,about-sﬁéar'just for

a second. - As you know, for the six years, the sugar

.' quotas remained exactly as EPH 7,235, 1 think'}t is, .

metric tons, if I am not mistaken.
If they have become -a net exporter, it goes up

25,000 tons up until the year 15. It is a 15-year

phase out., Right now, sugar prices in Mexico and

the U.S. are virtually the same.

Sugar quality in Mexico is less than the U.S,
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1 In fact, sugar production in Mexico has goné down
2 and exports.have increased.
3 : I did not negotiate -- we did nét negotiate
4 this agreement, but there are é lot of protections
SV‘ for the sugar industry alfeady in this agreement.
6  That is not to say every pféte#tion is there.
7 - Ilf .ycu'lbok at Pages 720, 721, and 722 of the
8  agreement itself, what you will find is fairly wide
9 fanging protections forAthe industry. There is one
10 thing that was left unstated. «
11 ’ ‘And without committing this‘Administraﬁion, we:
12 - have spoken abéut it earlief. " And that is
13 - substitution.
14 - Senator Baucus. Right.
15 ;r. Kantor. énd the subsﬁitution\probiém is
16 o one that is just left\silent'is the agreement
1\1? ‘ itself. B
18 Senator Baucus.  Right. A major concern of
© 19 U.S. industry. |
| 20 ©  Mr. Kantor. It is‘a major concern. I
21 understand it. We are looking at that. We have
22 dealt élbsely‘with you and youf colleagues on it.
23 . And we will continue to do so és we move into these
é4vv. negotiations.
25 Senatpr Baucus. I appreciate that.
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Second, with respect to wine, as you know,

Mexico concluded its own free trade agreement with

Chile with respect to'wine. It phased out wine
tariffs at a rate much more“quickly'than the phase
Is the Admlnlstratlon wllling to include as
part of the 81de agreement an agreement for Mexico
that the tariffjreduction schedule be the same?
‘Mr. Kantor. Wlth all due respect, Senator, i
think that will be reopenlng the agreement. I think

that is one we cannot legally get around and deal

8

with because xn the former issue we are’ talklng

about, their silence is not 51lence on this 1ssueL' 
~That is not to say'I either sﬁppert or do not
suppert'whet vas -- | |
éenater Baucus. What aboﬁt a summetiod of
tariff reductien table? -
‘Mr. Kanter. Well, in fact, under the

agreement, you can do so. We can have negotiations

"and consultations subsequent to the signing or the

implementation of the agreement.

Senator Baucus. ‘Right.

Mr. Kantor. We could do that. And so we would
look at that, but only under those auspices.

Senator Baucus. Wlth reSpect to the Uruquay
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Round, as you well khow, underjArticle 1, Congress o Bp
has trade poliéyf And the 1988 Trade Act, when " S\QJL
Conéress delegated fast track ﬁegotiating,authority ‘ ,
to the Administfatién, it included in that bill | |
Super 301 and other measures. |

Is the Adminisﬁration, whéh’it sends up its
request to gxtend fast track negofiating authority,‘
willing ﬁo‘also request the ihélusion of the Super
301 and the Trade Agreement Co@pliancelAct? | R i)\

And I séy,that because those measures are both ?%

market opening. While negotiating the UfuguaykRound

" agreement or other free trade agreements, it seems

only logical that we also include Super 301, the

- Trade Agreement Compliance Act to be sure that any

agreements we reach with other. countries under the
Uruguay Round or other freeitrade agreements, in

fact, do open markets. And those two measures I

indicated would help to accomplish that result.

Mr. Kantor. We afe in the middle of our
pfocess{ We are almost at the end of our process on
fast track in‘the‘AdminiStrétiQn beginning with the
Trade Policy Staff Committee and then the Trade
Policy Review Group and then to the NSC.

Let me assure you that both Super 301 and TACA
were RartAbf that discussion dn fast tra;k.V And we
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will be coming to a conclusionf?— the President will
be cominé to a conclusion quitg soon.

Let me say that both of thdse, I agree with‘
you, are market-opening deviceg. Bothvare well

thought out. And I would commend you on the TéCA

\legislafion,'but'we have»not come to a final

conclusion.

Again, I do‘notkéant to get out in front of the
Pfesident of the Unitéd States, but let me assure
you that they have been under active consideratién,
as we have looked at the fast track ektensicn; in
fact,.something you suggésted; a twé-tier~extension;

Seﬂator‘Baucus;A-I see my time is up, but |
befbre I turn it to Senator Riegle, I think'it'is
important to emphasize thét Sﬁper BOi and the Trade -
Aé;eementvCompliahce Act are ;otally market opening.

Mr. Kantor. VYes. ‘ - |

Senatorfééuéus.  There is not one scintilla of
protectionism in eithe? one. The goal énd the
intent and the effect‘is to open markéts; I think
that point has td be underlinéd many, many times
because there is some misinforﬁatiog amongst some
that those two measures are at' the aura of |
proteqtionism when, in fact, fhere is'not one shred
of evidence to suggest that. |
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~ Mr. Kantor. I couldn't hgree with you more.

In fact, if you look at puttingipebpie first, which
I know you have--I am sure it is,right by your bed
stand--I think it is Pége 77. :It could be Page 57
that, wé support, the President has supported,
Governor Clinton supported, anavnow ?reSiégnt
Clinton supports the Super~30ilk |

Senatpr Baucus. Thank yot vefyvmuch.‘

Senator Riegle.

Senator-Riegle. ‘Thank you very much, Senator -
Baucus.

Mr.AAmbassador, nice‘to see you today. And I

appreciate very much the fact'that’you made the

v151t to Michigan the other day and I know had a

long meetlng with the heads of”the automoblle"' Vig '
companies and then»met;w;thwleaders;of thevUnlted>
Auto Workers.

And I appreciate the personal effort and your

wllllngness to help us think through and deal with

-some of the very serious trade problems we have.

f¢learly, those problems in autos and auto parts
are manifest in our persistent-~type trade deficits

| A : ) .
with Japan. Most of those trade deficits are

running nearly $50 billion a year, as you well know,

are in automobiles and automobile parts.
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And we think that probler has to be solved. We
got to get that down to a balance of trade over a
éeriod bf time. And I tﬁink the Japanese need to do
far ﬁore than they have done in order to really
enable that to happen.

But again, I thank yoﬁ_for that, but I want to
go to the NAFTA situation andktalkvabput that here
todéy. And in doing so, I wagt tb put it in thé
context of the President's economic plan.

| Andinsalute thé President ‘for coming forward

with a comprehensive economic plan to deal with

.several key objectives in our country at once, the

main objective being to bring into being in the

private sector of the economy some 8 million new

ﬁobs oyér the ﬁéxt four years, sorf of fhe driving,
céntrél,purpose pf the‘ecqnom;c plan,eand at the
saﬁe time to start té briné déwn governﬁent spending
and to re&ﬁce the Federal Government deficit and to
beéinlto get tﬁe kind of posi£ive effect in‘tﬁe
finaﬁcial markets.

We have seen long-term interest rates coming

,down,‘whiéh is already now beginning to help us, but

- with respect to the jobs, as you know, we have had a

very tough time getting job creation going in the

private sector. - f o
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We saw some job growth in the last monthly .
figures principally, however, in part-time jobs.

And as you may know, a person in America is counted

as employed if they work as liqtle as one hour a

week. And so having people infpart—time jobs as
oppoéed to fgll—time jobs is nbt really the same
thing.

With respect to NAFTA, i put a chart together

here that I want to show you in terms of where we

" are in manufacturing. Now, this takes all

3

manufacturing.

And so I could talk to ycﬁ specifically
elements in the eléctrénic parfs énd'in auto parts
and so forth, but it shows what the percentage
changes have been in the emplo?mentvlevels of

manufacturers who are in the international business,

- who are really the multinational players, and in

terms of what has happened in-éhe United States and
ﬁow the multinational companies in America who have
Mexiéan affiliations, what we ﬁave seen in job .
growth.

Now, this is in percentages, coming off

different bases as we know, but you see almost

nonexisting job growth in the United States over the

period of time, 1987 to 1990.
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. I think the more recent data is even worse, in

~fact, but you see a very substantial increase in the

increase in manufacturing‘jobs, off the base down

there in manufacturing.

If you look at autos'specifically, Ford,
Chrysler, and GM now hav; over 70 plants located in
Mex1co. My belief is that with a free trade
agfeement, that creates an 1ncent1ve to put more

plants there.

Those plants were put there, in effect, without:

.a free trade agreement. I think a free trade

agreement increases the incentive to go there.

| Frankly, I do not think wé can afford to lose
theAjébs. And I think the competition between
workers in this country that e?rn s$6, $7, $8, S10,-
$12 an hour versus wofkgrs_dowﬁ there that are

earning maybe $1 or $1.25 an hour is an irresistible

attraction for business firms to pull up, leave the

United States, and go south.

[N

You have the case of Smith Corona that has done

~ that from;upstate New York. And we have certainly

seen it in the manufacturing sector.

.Noﬁ, I see a,majoriproblem here in the fact
that, I think, our main eiportito Mexico is likely
to bé jobs and nof products per se. There is a big
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debate about this. And_we‘wiil‘debate that out as

"time goes on.

I do not think we can afford to export jobs to

‘Mexico or say to our young people who are preparing

themsélves; maybe coming through high school, going
on, and then maybevfo;‘a‘college education, coming
out, in many cases, with college degrees, "Sorry.

We have no work for you." or, in effect, "Yéu have

to go to Mexico to find a job."

I mean, that is not a practical answer given

the problems and the need for job creation here in

the United States.

I am very concerned about thisycompany, this
investment firm that has been:cpming:into‘ﬁhe United
States and buying up companieé‘for'th;'é;press
purpose of bﬁying up'compaﬁie$~and shqtting_them
down and moving them to Mexicﬁ. |

Now, while I was out of £he room vbting, I know
éhairman Moynihén raised the huestioh of this entity
that has been disqovered doing that.

And I understand that Chairmaﬁ Moynihan noted
that the Mexican GovernmentVQas involved. in this
fund to buy U.S. cﬁmpaﬁies and to move the jobs to
Mexico. | |

| And I know you acted promptly to protest that.
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And so the Federal Government in Mexico stepped back
from it, but that is not suffiqient guite frankly
because my understanding is, unless you have

additiohal information that I have nof heard, that

the regional government that covers the Yucatan

peninsula‘where a lot of these jobs are moved to is
still participating. ' ;; |
And my understanding is that the Secretsry of
the Treasury for the State is étill involved in
this. And, in fact, the fund -- even though the
Federal Government may be out of it, but the fund is

still in place, still operating, still has the same

purpose, still\undertaking to buy American

companies, move them down into’Mexico.

In fact, I do not know if you havé, I assume
yoﬁ have, seen the brochure thét they‘have out. And
the gentléman I amvtalking aboﬁt is a g;llow named
Mr. Perez.

; er. Kéntor. Yes. 1 haveiseen that, Senator.

Senator Riegle. 1In this éocumént}vthey méke it
very clear what their purpose ié."I mean,.their
purpose is to essentially raid Eompanies here

through this investment fund and move them down

~ there.

I mean, I cannot tell you how high my
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temperature goes when I read ﬁhis. And if we
tolerate one instance of this'happening,.SI spent -
this way, and whether it is oﬁe tier of governﬁent
down there or another, to me, iﬁ is all the same.

I mean, it is unacceptable. Aand it is wrong.
And if that is happening, as I have reason to think
it still is happening, unless you can give me an
ironclad assurance to the contrary, I think it has
to bg stopped. Q

And if there is any ifs, ands, or buts about
it, 1 think, we need to have all that out'onvthe
table so we know exactly where we are. 3

Mf. Kantor. Let me respéﬁd to that, Senator.

s tere OhE Birst

The day before Mini&ter §&¥

time, he was here yesterday the second time, 11:00

o'clock at night{ i'Qééﬁhadémdkaré éfvﬁhét piece of
paper you have in your hand.
| We met at approximately 8:30 the next morning;
I raised this issue with hih immediately, told him
we could not go forward with discussing the
framework of negotiations and discussions in light
of this very serious issue.
| Let me say not by way of defense, but By way cf.
explanation, by noon that day, notﬂonly had the

Mexican Federal establishment, but the State' that
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was involved and the investment bank--it is a State
investment bank, Mr. Chairman--had agreed to
withdréw from the'fund’and grejin the‘pr0cess of
doiﬁg so right.now.' They had §'$3.5 million
investment in thié‘fund.

That is being done. I asked Minister Serra

"yesterday. And he said that that is an ironclad

assurance it has been done. It will be done at the
State level or at the Federal level in Mexico.
Senator Riegie. Now, does the fund still

exist?

'Mr. Kantor. The fund is é.private fund. And

there is not mUch‘--‘it is fraﬁkly a U.S. fund, as

you know. It is not a Mexican: fund. It has private

U.S8. investments.

i

Senator Riegle. And it is not a Mexicén fund
sihcé thé Mexicén Government has decided to
withdraw?

Mr. Kantor. To withdraw.fvThét is right. and
they had frankly a minority share of that fund, not
a majority share of<that fund. ’Thérefore, there i§

nothing we can about a private U.S. investor

carrying on activities in this right, not in ‘the

~ trade office at least.

Senator Riegle. We have to find some way to
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"

deal with it becagse I think it cuts exactly against
the national intérest of this'pountry.

Mr. Kantor. I do notzdiségree with your
statement and philosophically what you are saying,

but a private U.S. investment fund is very

‘difficult, of course, for us to deal with legally.

They have every right to ﬁake investments.

Let me just go back beéauée I think it raiges a
larger issue that you raised éﬁd not to take too‘
much of the committee's time, but capital and
production is mobile.

And right now, we havevseen, of course, a
treméndous number of jobs go to Mexico in the last
years without the NAFTA. I think the NAFTA with the
proper.parallél agreements which protect worker
standafds and the environment.wiil be helpful to
make the situation substantially better, not worse.

You ahd I may disagree about that.

Senator Riegle. We do disagree about that.

Mr. Kantor. I do not think the NAFTA itself
will change what has béén a situation. In fact, i
think iﬁ can help, not hurt. | H

Senator Riegle. Well, if I may just say if the
chairman will pérmit; when we had the hearings last
yeéf while the Bush Administration was still in
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place and we had certain witnesses’coming‘in to
téstify, we had Boone Pickens here and we had the
head of American Expréss, it becahe‘very clear to me
in those hearings that this égreement as it has been
worked out is principally a sort of saféguard‘
capital investment, property rights, and to sort of
look after the holder's capitai as opposed to the
holders of jobs, this country or that country. But
i am a lot more concerned about the holders of jobs
in this country. |

| And I think that is where the basic flaw is. i
would just raise one other isshg in that éontext,
and that is the advertised balance of payment
surplus in our favor, $6 billion beiﬁg talked about.

'Many of the items that are counted in that --

it is a very arcane accounting situation. It would

take a mind like Senator Moynihan's to track all

this down. "I mean, you have to really have a very

complex mind to be able to understand how this all

works.

Eut many of the'goods from the United States
are shipped down to Mexico. A cértain amount of
processing is done down there. And then, they are

shipped back.

And the way that all of this accounted for,
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there is a real question as to whether or not there

even is a surplus in the trading accounts if the
NAFTA is done accurately. o
‘ b

I am not prepared to make that assertion . today

one way or the other, but we have done enough work

~on it that I have very grave doubts in my mind that

that number is accurate and méaningful.

What is meaningful is thé flow of jobélout of
the United States to Mexico. We cannot afford to
have the wholesale movement of jobs out of‘thisl
country. | | ;

If the Président is;goihé to kéepAhis
cémmitmentvtb‘the‘American pe&plg, 8 miiiion 5obs‘
over four years and net have érheﬁorfﬁage'of jobs

going to Mexico, whether it is a Mexican investment

fund with American players in it, coming up and sort

" of ¢losing déwﬁ companiés and:ﬁoving them to ‘Mexico

or whether it is just American multinationals that

' say, "Well, here's our chanceito get rid of workers

that earn $10, $8, $7 an hour and get down and get

workers that earn $1.50 an hour," and here we go.

'And too much of that alreadY;ff

So I am very interested to see what these side
agreements look like..
And if I may say one other thing, and that is

_Moffitt Reporting Associates
. (301) 350-2223



120

i this, we are going to have in this comﬁittee the
2 reéuirement to move thé economic package, an
3 ‘enormously complex task. We are going to have to
4 work probably within the reconciliation
5 instructions, all the tax révenug items in there,
6 and a number of other things.‘
7 ' Then, we are going to have health care right
8 behind it. That is coming again right tﬁrough this
9 committee. It is an enormously complex task. o
10 This isSue, the NAFTA issue, is in its own way
. 11 every bit as complex and as cénfentious. It is
12 _going to create major problems when.it'finally
13 arrives here.
14 I would hope, as a‘practical matter that the
15 President's two top objectives getting the economic
i 16 plan through here, which I snpport, getting the
17 health reform plan through héfe,and enacted, whiéh I
To18° suppert, those thihgs would be done first and ﬁot
- 19 | throw a NAFTA situation again on top of it in the
20 middle of all of ﬁhis and find that we are not able
21  to get perhaps any of the three of these things done
22 properly.
23 The Chairman. Thank you;-Senatof Riegle.
24 I wonder if T can just suggest to the
25 Ambaésadoﬁ that this question of the Mexican
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Government participation in capital projects to
bring plants.from here tO»theré could be a subject
of the side agreeménts which you are now going to be
negotiéting. |

I mean, they made a very bad judgment, but a
typical judgment in the society in which government
has such a preeminent role in capital formation.
And we have mixed systems here. Our systems ére not
éomparablé. |

If we think the Canadian wheat subsidy is
unusual, think of the dinner éarty that Mr. Salinas
gave last week. For $25 millioﬁ you could get
yourself a part of the next Adhinistration. |

It was an agreeable thought. They sald that we

ek
*é

Lo

'money prlvately 1nstead of

are trying to ralse th1
taking our campalgn monles from the gcvernment
itself, which is an interesting though; but that'
what comes from having an institutionalized
resolﬁtionr

We wish our neighbors the best of gbod fortune,
but they have a system in which things might seem
appropfiaﬁe to them which woula seem hugely
inappropriate, not just to Senétor Riegle who spoke

very well, but‘tc, I think, any member of this

committee and you, sir. I believe that is why you
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responded as you did. ‘
Is théfe a possibility t?at~this might be a
subject of these agreements? |
Mr. Kantor. I think it is qhite poésible that
we could discusévﬁiﬁh‘them an exchange of letters

which would indicate quite clearly that not only

that this has been withdrawn,‘which'they have

assured me it has been.

. And iet me say that they‘havenbéen pecple of
their word, at least in dealing with me;'Senatof
Riegle. And I think that this is being done.

But I think we could exchange of letters on

‘this subject and méybe reach a broader

underétanding. Let me nof raise it to the level of
an‘agreement, a broader.understanding about this
kind of investment.
| The ChairmAn.‘ I think we would iEkeuto hear
more about. that. And I aﬁ sure we will.
Senator Baucus. .
Senator Baucus. One briéf qguestion, ﬁr.
Ambassador, as you well know, the stfuctural
impediﬁents initiatiQe that wé'have been undertaking
with Japan is due to expire in July.

Your thoughts, are you going to ask for an

‘extension? Are you gocing to letritflapse? What do
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you think?

Mr. Kantor. As we begin our discussions on the
Semicondﬁctor'Agreément, on autos and auto parts
with the Japanese, which I know Senator Riegle is
interested in and others, it is a cfitical induétry
to us, we are taking a hard look at SII ahd whether
or not it has been effective.

I have an initial view which may change if you
will allow me that flexibility, that we ought to
look at parts specific issueg, sectoral issues, SII.
We éhouldn't slavishly adhere to any one approach in
this bilateral relationship.

I do not think it makes good sense. I think
the TQI and the strategic-industry approach makes

some sense along with it. And I think we will be

looking at all of that as we begin our discussions

-

with the Japanese in April. E

In fact, it is quite pos%ible that I will be
meeting with the Mini Ministe;_this weekend if he .
makes it here to this c§untry;

I do not want to say tha? SII should be taken
of £ the table. It hés not beén frankly as effective
as we might have hoped.

Senator Baucus. I tend to agree. I think it

needs careful thought, if it is going to be
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extended. It does not make muéﬁ sense to willy- -
nilly extend it without thinking of a way to make it
work much better than it has in the past.

Finélly, let me juét agaiﬁ commend you for what
you are doing. I sat in the aédience when the
President géve his speech at American University.

I thought it’was an excellent speech, focusing

first on putting our own house in order with respect

to our economic problems. The second point he made

was trade is very muéh a paft of our national
security. And you have said that{‘ The President"
has said that hany times. |

And I think you are doing a good job. These

are not easy problems to solve and deal with. But I

very much look forward to working with you to help

solve them.

‘Mr. Kantor. Thank you for your cdﬁrtesy;

The Chairman. Now, I would like just to second
that thought. I hope you felt that we have been |
responsive to you. We héve tried to be candid with
you. You have, in turn, been candid with ué{ That
is way ihis relationship shouid work. .

- I would ask everybody in ﬁhe back of the room
to just let us conclude for one moment before you
rush away.
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125 .
And I want to thank our recorder who has beén

careful to this.
I thank you for‘bringing:all_of your'people

with you. And I want to take the opportunity once

-again to welcome Ma:cia Miller back to the

committee; having briefly sojburned in the Executive
Branch.

i

And until we meet again,’ whlch w1ll be soon,

qood luck on your travels and ~steady on. You have

taken on a huge job. You have obviously started it

very well.
Mr. Kantor. Thank ybu, Mr. Chairman.

We are in very good shape today because we had

Marcia even for a brief time. And if you ever, ever

- want to let her come back, wefwill‘béﬁﬁére than -

happy to --
Thé'Chairman. It is nonnegotiable.

[Laughter)

Mr. Kéntor., Thank you Mr. Chairman.

[Whereupon, at 12:37 p. m., the hearlng was

concluded.]
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March 9, 1993

I welcome the opportunity fo appeaf before the Finance
committee today to discuss the approach and direction of the
trade policy of the Clinton Administration. This is my first
public appearance before a Congressional comﬁittee since I
‘assumed my responsibilities. I am delightedéthat I can appear

first before this Committee, which recommended me for

confirmation to the position of USTR.

In his Fébruary 26 speéch at the American University,

President Clinton set forth his vision of Améfica’s role in the-
giobal econony, confronting the third defining moment of the 20th
century. oOur role‘invthe world emerges quifé clearly from that
important speech. As we and other nations séiuggle to face the
new realities in the afterﬁath of the fall of Communism, the
United States will be fully engaged internatiénally, not turning
inward. We see our prosperity bound up with‘pfosperity of our
trading partners, in Canada, Europe, Japan and Mexico. We will
work with them to prbmoteyglobal growth, aid.the development of
other less prosperous nations; address the emerging issues of
environmental degradation and proliferatién, and focus on the

central importance of what is at stake in Russia.




ﬁhere trade policy is concerned, the United States
will continue to champion open markets and ?xpanded trade, but we
will insist that the markeﬁs of other nations be open to our
products and services. As the President said, we will compete,

not retréat.

The trade policy of this Administration starts from the
same point as its economic policy does: our prosperity and that

of our children depends on our ability to compete and win in the

global markets.

A little -more-than a generation ago, American

industrial and technological superiority were unquestioned. Our

workers, consumers and companies lived almost entirely within the

Americén economy, and prospered there. But those days, when the
world was a far simpler place, are long gone. quay; our exports
and imports represent more than a quarter'of our entire economy.

And in the new global marketplace---where capital, management,

'production, technology and even labor are increasingly mobile---

more than 70% of our products face competition from prdducts

produced in other countries.

J

1

. Principles of Administration Trade Policy. Let me
start with the prihciplés that will guide Clinton Administration
trade policy, as articulated in the Presidenﬁfs American

University speech.



-
¥

‘1. In this Administration, trade policy is a part of

integrated economic policy, and the fundamental goal is economic

"growth and the creation of high wage'jobs‘fdr American workéré.

+

The trade deficits which have gro&n up since 1980 are a

fair measure of our competitive slippage, but they represent many

factors beyénd trade policy aﬁd;trade agreeﬁents. If as a
nation, we increasé.public and private invesimeht, if we attack
our budget deficits, if we take control over ‘our health care
system, if we educate our children and train our workérs--~we
will have taken enormoué steps toward prospe?ing in globai

competition. If we do not take those actions, -trade agreements -

‘alone will not 'produce prosperity for our pecple. 

Nothing is more important to our economic prosperity,

our competitive success, and'qur trade policy than the adoption

-of the President’s econonmic package.‘- Bill Clinton was elected

to get the economy back on track, and to fix the track: to insure

that we came out of recession in the short term, and to 1éy the
grqundwork for long-term prosperity; The lack of investméht‘and
the deficits have crippled our -economic performance:'if 1
unaddressed, they could consign this counfry'and its children éo
a diminished economic future. America, and’éll of‘us in

political life, will benefit if we can come‘ﬁégether to pasé the

- President’s program.



A real attack on the budget deficits will reduce long-
term interest rates, leading to increased investment and job
growth. U.S. companies choosing where to idvest will find
contributing’to our own country’s growth a more attractive
option. Over the longer term, increased inQestmenﬁ in the
education and training of our workers, our trensportation and
communications infrastrueture, and‘researchfaﬁd development
generally, are vital to our ability to compete globally. In that
connecfion, the Administration's New Technelegy Inifiative,
unveiled by the President and Vice President Gore on February 24,
is a concerted effoft to bolster U.S. civilian technology which |
has too often been slighted because of our ﬁraditional focus on

defense technologies.

Moteover, the link between the Presideni'gﬁb§Ogramvend'
our ability to promote global growth is inescapablef The
economic stagnation of the past few ?eare has not Sééﬁ eenfined
‘to the United States. Growth will resume through concerted
action by the leadingbeconomic powers: our aétack on the budget
deficits, Germany’s willingness to lower intéfest rates, Japan’s
readiness to stimulate its domestic economy.‘ For each of us,
hard steps, with shqrt term coéts, are necessary to produce
growth and prosperity. President Clinton’s call to arms makes if
possible for him to enlist other nations in joining us in a

concerted effort to promote global growth.

R o SUID.




2. Past Administrations,have‘oftgn neglected U.8.
' economic and tradiﬁg intereéfs because of foreign policy and
defense concerns. The days when we could foord to do so are .
long past. In the post-Cold War world, our national security

depends on our economic strength.

In the immediate aftermath of World War II, the United
States led the free world in creatiﬁg a freé and open trading
system. The Bfetton Woods Agreemenf, the Marshall Plan, the‘.
creation of the GATT and the IMF are all testimony to the ‘
vitality of the free world in creating a post-war economic

framework. L

This framéwork was both geo-political and economic in
its origin. The United States recdgnizgd the military threat
posed by Communism; that our vital“interesté would almost aiWays
be defined in national security terms. At the same-tihe,»we
realized that the expansion of trade and investment was one of

the Free World’s most potent weapons.

This policy was virtually painléss>for the United
States. Although the U.S. was the world’s economic §iant, U.S.
trade amounted to relatively little. In 1950, for example, U.S.

exports and imports each amounted to only about 4% of the GNP, or



8% for trade as a whole. For Britain and Frénce, on the other

‘hand, trade was their economic life line, representing 30-45% of

their GNP.

As a result, thé United States toi?rated "infant
industries" policies in both Europe and Japahvénd other forms of
protectionist economic policy”in thé pdst-waf environment. |
Indeed, the creation and support of these ecbhomic policies by

our allies was seen as an essential element of our national

security interests.

Our foreign and economic policy in the post war era
deserves credit for its historic accomplishments. We contained

Communism;-and rebuilt the economic strength:bf the free world. -

'In the four decades following World-WAY“IT, growth in “the non-
Communist world tripled. More imporgangly, bommunism as a
political system failed to maintain its toehold in Western

~ Europe.

By the early 1970?8, however, our trading partners had -
begun to come of age, and external shocks, such as the o0il
- embargo of‘1973, jolted our economy. The d.S; ran its first
meréhandisé deficit of the éentury in 1971, and conffonted the
first wave of popularity of cars from Japén.é Accustomed to
steady economic growth and a sécure,dcmestic;markett American

business and workers had difficulty.adjusting to ‘the new dynamics
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of world trade. Equally important, government policy did not

change. American jobs and economic interests continued to take a

back seat to foreign policy concerns.

The deep~recéssion 6f 1981-82 fSok a devastating toil
on U.é. manufaéturers, but even when the economy recovered
strongly, the overvalued dollar saddled U.S. exporters with a
serious competitive disadvantage. Confronted with the réqlity of
Japén's trade and industriél policies, the geagan
Administration’s priﬁcipal response was 1ai§éez faire and, after
the 1985 Plaza Accord, dollar devaluation.k;éy 1987, the U.S.
merchandise trade deficit was $150 billion,‘$57 billion of which
Qas with Japan. The weakness infecting basic industries spread

to our leading edge high technology sectors :as well.

The truth is there is ample blameifor everyone. The
great majority of U.S. coﬁpanies were very ;iow to adjust to the
blast of competition; there was no excuse for their failure to
see what waé happening years ago. But it is also true that U.S.
governhent policy saddled our companiés witﬁ every conceivable
burdeh: higher costs of capital, increasingly serious‘health care.
costs, and, most.relévant to us, a trade policy that for many

years failed to enforce our laws at home, or open markets abroad.




The fundamental question that I am asked about trade
policy is: how much continuity, and how mucp éhangé? There will
be a great deal of continuity, iargely becaﬁse of the six year,
bipartisan Congressional effort, in which this Committee was
instrumental, which culminated in the Omnibhs Trade and
éompetitivenéss Act of 1988. Thanks to that Act, the United
States has a trade policy, with clear objectives that have broad
support from Congress and the private sector. obviousiy, thereit
will be no shortaée of difficult decisions to make, but the
United States Trade Represéntative is chargéd with enforcing tpe,

laws and opening foreign markets, and givén;the tools to do so.

At the negotiating table, I will be fepresehting‘the
interests of American workers, farmers and buéinessmen‘and'women;
just as my counterparts represenp theirs. . We will continue to
lpiay our part in making the internaﬁional trading system work,
but we will insist on our trading parfners bearing their share of

the responsibility as well,
3. We will compete, and we have proven that we can.

Because of faiied government policies, and the
difficulty of adjusting to the new global econonmy, the United
States has‘héd serious competitiveness probiems in many areas of
the economy. But I have no doubt about theéébility of our‘f

corporations, our farmers and our workers to compete. In many



sectors---computers, aircraft, machinery, agriculture, motion

pictures, financial services---American companies and American

workers set the standard of excellence in the world. Our
universities and our entrepreneurs are éhe ehvy of the world. ‘We
will build and maintain a stronéimanufactu:ing base,;and'we will
manufacture a full range of products from sémiconduétors to
'steel, We'welgome the products of other nations,'buf we will not
prosper if we are content to simplyvbuy, se}l, assemble, and

distribute high4quality and low cost goods from abroad.

Export expansion has been the bright spot in an
otherwise dismal economic picture over the past few years. From
‘1985 through 1992, U.S. merchandise exports increased from $222

. billion to $445 billion, in current dollars,;a virtual doubling.

We regained our position és the world’s numpér one exporter.' By
1990, more than one in~six U.s. manufacturiﬁg jobs'we:e reiatéd
to merchandise exports, and the aVeragé wages for workers in
ﬁanufacturing and service exporting septorsj’wherebAmerican
products are most competitive, suﬁstanfiallgweXCeéd the U.S.
avérége. This dramatic increase in exports has occurred even
though 85% of U.S. exports come from only 15% of U.S.‘compahies.
"~ The export potential of our vibrant small and mid-sized

businesses remain to be realized, and that is a high priority for

this AdministrétionQ




4. We will seek to expand trade by opening foreign

" markets, and we will enforce the laws at home. One of my
principal résponsibilities as USTR is to opeﬁ foreign markets aﬁd
break down barriers.ﬁo U.S. manufactured gooéé, agricultural
products and services. This ihcludes pursuing the strong
brotection of U.S. intellectual property, so important tb our
high technology industries. When all is said and done, opening
foreign markets is our main objective in the :Uruguay Round; it is
the impetus, from our standpoint, for the North American‘Freev
Trade Agreement (NAFTA); it will be a principal focus of our
efforts with respect to Japan and China, as well as in other

nations around the world. e e e e e e

We are not a perféctly open mérketi of_chrse, but
because of history, practiée, and our concerﬁ fof¥ﬁ;§fﬁiéing
- consumer choice, this market will al&ays be basical}y open.
Consequently, we need to use every tool at ouf.diSpssal;;-
multilaterally where possible,'and bilaterally where necessary---
to make sure that other markets are comparably open to our own.
'That includes resort, where 1egitimate and nécessary, to Section
301, strengthened bf Congress in 1988. Both Super and Special
301, used appropriateiy, héve proven to be v%luable tools for

breaking down significant barriers to our products and services,

including the failure to protect our'intelleCtuai property.
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It should be understood; while there are many factors
beyond trade policy that contribute to trade deficits, trade
,policy matters. 1In today’s global economy, allowing other |
nations to promote and protect their 1ndustr1es, building prOfltS
from secure home markets, while targeting our open market, is a
formula for competitive suicide.  We will not stand by and
pretend that other nations share our commitment to expanded trade
and open markets. if the real world evideﬁce suégests that they do

not.

5. We will ask companies an& workers to join in
partnership with government to build competitive industries.
Nor w111 we stand by, indifferent when compehies, workers and
communltles are hard hit by foreign competition---fair or unfalr.v
In approprlate cases, our Admlnlstratlon will offer trade relief
to industries under pressure, but we will expect in return that
the affected cempanie5<and workers will commit to actione that
will build the future competitiveﬁess of the industry. This
Administration is.asking all Americans to jein in the effort to
rebﬁild our country’s economic strength; there will be no free
rides. We will not protect industries, oni} to watch them raiee

salaries for their CEO’s and prices for their customers.

Let me address specifically a number of the major

issues facing us.



NAFTA. President Clintén has consistently'affirmed his
support for the North American Free Trade Agreement‘(NAFTA),
proQided'it is accompanied by effective_U.S.caomestic economic
policies and supplemented by additional agreehents and domestic
actions to address concerns regarding 1abor,1the environment, and
safequards against import surgesQ Addressiﬁg these concerns
does not mean re-opening the NAFTA text.: Our goal is rather to
negotiate the necessary supplemental agreements and to work with
Congress‘to_dévelop implementing legislation‘so that the NAFTA
and the supplemental agreements and domestic?measures can be in
place by January 1, 1994. An enhan;ed NAFTA: package can
contribute to the ability of our companiesAaﬁd:farmers to -compete -
- at home and abroad and help'improve working condition, living

standards, and environmental quality throughout North America.

We have alreédy‘seen the benefits ﬁe can gain as Mexico
opens its markets. Thanks to th&f;égﬁg;ieﬁifhef;iizétion progrém
- enacted by President Sélinas, our merchandisé«exports already
have grown from about $12.4 billion in i987 to $40.6 billion in
1992. This exﬁoff growth has reversed what was a:$6 billion
tradetdeficit_in 1987 and turned it inﬁé a t?ade surplus of
nearly $6 billion last year. And these ihcreééed exports,have
céme from every region of the United states. ‘Mexico is one of

the top 10 overseas markets for 38 states, and 20 states each

shipped roughly $250 million or more to Mexi?o in 1991.
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Mexico is our fastest growing major export market, our
second-largest market for manufactured goods, and our third- |
largest market for agricultural products. Seventy percent of
Mexico’s imports come from the u.s., and Mexicans already consume
more U.S. goods per person than either the Eufopeahs or the
Japanese. The NAFTA will open still greater.bpportunities for Us
exporter by eliminating Mexican tariffs (whi?h are more than
twice as high as US duties, on the average) knocking down other
forms of Mexican trade restrictions, and eliminating

discrimination against US providers of goods and services.

Oon March 17 we will beginvnegétiation of.the
supplemental agreements on labor standards and safety, the
environment, and import surges which the President called for
during his campaign. We will pursue these agreements vigorously,
let me assure you that we will not sacrifice substance for
- speed -- nor will we delay our efforts in the name of an
artificial timetable. We will not ask you to vote on NAFTA
implementing législation.until these negotiations result in

comprehensive, enforceable agreements.

i
C

In the supplemental agreements on environment and
labor, we are looking for concrete improvements. We want the
agreements to have mechanisms and provisionsifo help raise
- standards wherre they are deficient, strengthén national

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

13



en&ironment, and ensure, so far as possible, that‘the‘NAFTA

promotes prosperity and improved social conditions in all three

countries.

I am optimistic that we can achiévé these goals. My
‘Mexican counterpart, Jaime Serra Euche, has‘told me that he would
like to view these talks not as a negotiation, but a
collaboration. Mexico has excellent labor and environﬁental
standardé on~i£s books, and President Salinas has repeatedly .

recognized the need for strengthened enforcement.

I see the labor standards and-environmental agreements - -

covering three basic areas:

- improved cooperation on worker and environmental safeguards,
including technical assistance, and data sharing, with a

goal of attaining the best protections possible:

- improving enforéement'of standards and ﬁational laws, both

thréugh the administrative and judicialiprocesses ofAeach

" country, and new labor and environmental commissions which
will provide independent scrutiny of meésures taken to

enforce national laws; and

|
- encouraging a positive impact of the NAFTA on North

America’s working conditions and the environment.
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In these negotiations, we will be breaking new ground
for the‘United States and for our continent. We want to promote
theyStrongest possible improvemen§§ in all a%éas. At.the same .
tihe, we have to bear in mind that the agreeﬁents will apply to
-us as well as our neighbors.' This could faiéé tough issues for
us, including matters of prosecutorial discretion, state/féderall
relétionships, the operations,ofAthe courfsygand Constitutional
guarantees of due process. My staff and I will be looking to you
and to our expéfts in the labor and the envifbnmental communities
to find ways to address these problems as théjnegotiaﬁions
progress. At the same time, USTR, along witﬁVOMB, Treasury,

‘Labor and EPA, will be studying the varibus'éptions for funding

critical environmental cleanup efforts.

In the area“of'import surges, we ate not looking to
change the mechanisms in NAFTA, but rather want to ensure that
these provisions can be effectively andvfairly used for all
sectofs. I know there are concerns in Ce;tain industries about
whether NAFTA’s provisions could result in an import surge, and I
want to addre#s those concerns. At the samejtime, we shouldv
remember that our exports are a much greateriéhare of the Mexican
and Canadian domestic markets than are their exports in our much
larger economy. So aﬁy new measures may be more likely used

i



‘ against‘U.S. exports. As with labor standards and thev

environment, I will be looking to you and thé»private sector for

| guidance on these matters.

The Uruguay Round. President Clinton is committed to

the successful completion of the Uruguay Round of multilateral
trade neéotiations which has been on-goiné since 1986. When Sir
Leon Brittan, the EC Trade Minister was here on February 11, I
announced the Pfesident's decision to seek the renewal of fast
track procedures to complete the Round. I iﬁdicated at that time
that timing of the request and the duration ¢f the authority we
would seek would be determinedAonly after further discussions
within the Administfation, and consultation with Congress and the

private sector. We are in the midst of that process, and no

final decision on timing or duration has yet been made.: -

Ambassador Hills, and the staff at’USTR,AéXpéﬁaed
enormous effort for four years to reach a strong Uruguay Round
agreement. Others committed té thevRound,nincluding the Director
General of the GATT,‘Arthur Dunkel, have déné the sane. Through
discussiéns with the private sector and Congress, we are
developing a good sense of the accomplishmenté to date, and the
remainingvcbstacles fo be overcome before‘théiRound is completed.
I think we can complete the Round in a way that will benefit the
United States\and the world economy, but based on our discussions

to date, I do not believe that we were as close to completion as
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some have repofted in early January. I told Sir Leon that our

goal was a good agreement, not just a quick one.

Sir Leon pointed out the danger that whatéver consensus
that has emerged so far behind the draft "Final'Act,ﬁ known.as
the Dunkel texf, could dissipate if quick égreement was not
reached and the U.S. and other nations tried to re-open the text
to address issues where we have concerns. While I recognize his-
concern, the fact remains that we are nbt going to reach
agreement until some of our major problem afeas with the draft

"Final Act" are dealt with seriously and effectively.

Moreover, the question'of whether we can reach an
agreement depends very much on the market aécess commitments for
'goods and services which are still being negotiated. If we reach
ambitious agreements on market access—-—cutﬁing tariffs, breaking
down non—fariff barriers~--the Round will hold out.poteﬁtial
benefits of the magnitude that will inspire enthusiasm in the
American business community; and tﬁeir workers, that has been, to

J

date, muted, at best.

We chose to announce the decisioﬁ to seek fast track
procedures when Sir’Leon was here, because the Round depends, in
the first instance, on U.S. and EC leadership in setting out the
ambitious objecfiyés to be achieved in areaé such as market

access for goods and services. The three-year deadlock between

17



Athe res£ of the world and the EC over agricuiture stalemated the
Round and gave other nations, most notably Japan, the ability to
avoid contributing meaningfully to the sﬁccessfulvcompletion of
‘the talks. We will not complete the Round.without some
1ea§er$hip by the U.S. and the EC, but we will also not complete
it if Japan continues to behave as if it:haé'littlé stake in the
outcome. We also need to see meaningful contributions from other
trading partners---the newly-induétriaiiZiné countries in Asia
and Latin Amefica~-—and the developing countries who owe their
economic gains to a strong, open multilaterql system. It:is time

to address the free riders in this Round.

A successful Round would give an‘immédiate boost of
confidence to the world economy, sorely in ﬁeed‘df one. It would
contribute to increased*economiéﬁgr6wtﬁﬁévéféthéﬁ%éitfaécadé:byﬁcz

lowering barriers to trade in goods, brlnglng new rules and

d1501p11ne to serv1ces, agrlculturemand textlles, and creatlng,
fqr the first time, a set of enforcgable rules for protectlng
intellectﬁal property and governing investment. But the Rcundkis
‘not a fa#or.that the United’statés is doing .for the world. vait
ié ambitious enough, U.S. companies and workers stand to gain'é
,greét deal because of lowered barriers in our existing markets,

‘and the creation of new markets.

But our criterion should be clear: despite the

sometimes single-minded focus on agriculture, and the
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preoccﬁpation with the so-called "new issueé? of intellectpal
property and services, support for the Round in the U.S. will
turn on the benefits that result for U.S. egports of manufactured
goods, agricultural goods, and services produced by workers and
farmers here in the United States. However, in éursuit of those
benefits, we will not weaken the provisionsidf current law such
as those‘thét‘provide remedies for our industries against the
unfairly traded products of other counfries(Qand those that

protecf health, safety and the environment.

European Community. ﬁe have our share of current
difficult issues with the EC. Despite this, our trading |
relationship with the European Community isfone of the most
important in the world and is: critical to thé intégrity-and
vitality of the multilateral tradinq system. We are each others’
largest trading partners, and maintain a di@érse and largely’
Vbalanced frade relationship. Last_year two ﬁay—tradeAamounted to
$197 billion, with the U.S. running a surplﬁs of nearly §9

billiqn.

'~ The evolution of the European Single Market (EC-1992),
which officially came into effect on January 1 of this‘year; has
‘been a prominent feaﬁure in our trade relations with the EC in
recent years. We have welcomed.the.European%projéct for its

elimination of trade barriers between 12 of our most important

trading. partners, creating a single market cpmparablé in size to
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our own. But Qe insist that European integration legislation and
policies treat US firms fairly. When European policiés create

* new barriers to US expofts, we will act firmly to protectbour
interests. I have already moved to address the béfriers to US
firms created by the newly~implemented EC directive oﬁ
procurement by utilities. As the EC proceedé to form the
European Economic Area with other ﬁestern European countries, to
deepen:its oyh economic and mohetary integration and to add
aséociate meﬁbérs froﬁ Eastern Europe, we will continue to make
full use of the tools in our international agreements and US

trade laws to keep markets open. :
‘ P

Japan. No aspect of ouf trade poliby has,proven more
complex or contentious thaﬁ oﬁr relationship with iapan.’ In the
past decade, our trade defiéit with Jépan haé totalled nearly
$500 billion dollars. The bilateral deficit peaked at $57
billion in 1987, and then came down over thefhext four years to
$43 billion. U.S. exports did increase from‘$28 billion in 1987
to é48 billion in 1991, buf have levelled off since, as the -
Japanese economy has stalled. This fear, fhe bilateral deficit
has again increased to}$49 billion. As always, the
disproportionate amount of the deficit is made up of autos and

auto parts, and electronics.
A year ago, in the immediate aftermath of President
Bush’s trip to Japan, there was significant anger on both sides
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of thelpacific, particularly as the recessi&nkdeepened. The
presidential campaign, which had the potentiél‘for inflaming the
relationshibAfurther,-did not. »A>gfeat deaﬁ,of credit goes to;
President Clinton who steadfastly refrainedffrom criticizing
Japan and instead ran a campaign'focﬁsed oniéealing‘with our

probiems at home to strengthen our economy.

Nonetheless, the U.S.-Japan trade relationship needs
immediate and serious~éttention. Clearly, the Japanese market
"has gradually become more open to our'produéts and. serviées,‘and
those of'other nations, over time, but the progress has not been‘
rapid enough t6~produce tﬁe~1evel~playing*fie1d~tha£“we have..... ...
sought for years. Numerous barriers remain in Japan which
prevent, or &ramaticélly reduce, the sale ofiU;S. products and

services which are highly sought after in other countries around

the world.

e

" At the same time, Jagan’feels thattit has been
bombarded by demandslfrom tﬁe U.S:---export less, import more,
strengthen the yen, negotiate about individugi products,
negotiate about sectors; talk aﬁout structurél impediments---
demands that frequently change, but never,ené. After years of a
booming économy} Japan faces its 6wn‘e¢onomic difficulties, |
makiﬁg govérnment énd business leaders even more hostile to
_Apressure from the United States, even while hany in Japan express

the view that change can occur only as a result of outside
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pressure. Resentments on both sides of the éacific have built as
a result of a decade of almost constant acrimony over one trade
issue after another, but despite efforts by both sides, we still
find ourselves with an intolerable trade deﬁicit, and still
limited access to this critical mérket.‘ ﬁ;

In the first instance, we must insist that Japan fully
implement the range of agreements already négotiatedw—-and'
implement them in such a way that they4provide important and
concrete benefits to the U.S. and other non-Japanese suppliers.
Very early on, we have a chance to gauge thefefficacy of these

agreements. In the coming weeks, we will be;reviewing the

progress on the Semiconductor Agreement, to monitor the progress.- - -

.being'made’toWafd the expectation of a 20% market share in Japan
for foreign semiconductors. We intend to vigorqusly follow up on
commitments that were made in January 1992 with'rééﬁéctjto the
auto parts market in Japan. Repent developments in our
Supercomputer Agreement are troubling, and'wglareZQQaluéting our
next steps. ©On all these issues, we will be;consultiné closely

with this Committee and other interested members of Congress.

Above and beyond the series'of individual disputes, we
need to find a better approach for dealing with Japan.trade
issues—---one that wiil lead steadily in the direction of a more
equitable balaﬁce of economig benefits and’fésponsibilities. The
beginning of a new Administration is the natural juncture for a

careful review of the overall U.S.-Japan relationship, to
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underscore the importance of the relationshib by collaborating on

problems that we can move on jointly, while moving to address the

very real bilateral problems between us. President Clinton’s
commitment to dealing with our problems at home, without blaming
Japan or any of our other trading partnefsf provides a more
promising starting point for discussions aboﬁf‘hard steps that

Japan needs to take on its part.

China. With the highest growthf rate in the world
over the paét decade and an entrepréneurial Eoom in the south,‘
China has enormous potential as a market for;American géods and
services. At the éamemtime, China’s human rights practices do
not conform with international standards; we:are concerned that

its arms sales behavior jeopardizes our global non-proliferation

efforts; significant barriers to our products and services
continue while China sends an increasing share of its exports to

the United States. All these factors raise serious questions

i

- about the nature of our relationship.

These issues have come together in the annual MFN
debate in the Congress. The Bush Administration was adamant in
‘rejecting every effort to put conditions on extension of MFN to
China. The Clinton édministratioh will address all of these
concerns---humén righté, prdliferation and tgéde——-and we will

address them aggressively. We are currently reviewing our policy
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toward China, including MFN, and I can tell you that we will

consult closely with the Congress.

Oon trade, aﬁ interagency team waéiin China last week
'following up on thé twé trade agreements that Ambassador Hills
negotiated last year on intellectual property rightS'and on |
market access. So far, the Chinese are abiding‘by the terms of
the IPR agreements. On market access, there are éome problems,
and I am following up with my Chinese.counterparts. We are
leading the process tQ negotiate'éhina’s entry into tﬁe'GATT, énd
we wili ensure that significant further changes ih:China’s trade
regime are made before that happens. - Finally,:we are'loéking“at“
otﬁer areas, such as services, that were not the subject of
earlier negotiations yet are very importantitd our businessmen.
ﬁe'expect'an equitable and baiaﬁééd“tgﬁdﬁng%fe15§§dﬁ§hip~w}tﬁ" .

China, and we will settle for no less.

EN

The Administration and Congress aiso face the issue of
renewing thé Generalized Systemvof Preferences (GSP) program, .
which we ‘are reviewing carefully as we consider our overall
policies of trade and aid with developing and Eastern and Centrél
European countries. As the President noted in his speech, the
steady expansion ofkgrowth in the developing world is in our
interest and theirs as well. ﬁe need to do our‘part to alleviate

the grinding poverty which afflicts much of the world; at the
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same time, we are building markets for products made by our

workers here.

Let me cioée.on a personal note, which I méntioned in
my confirmation hearing. There is nothing theoretical about the
job I have, or the work that we will do together. I travelled |
around the country during the last campaign,?énd I have seen the
pain inflicted oh people and communities from jobs lost as a
result of a changing global economy. I have spoken with many of
you, and through you, I have héard the concerns of thosé you
represent. Together, wé need to find the mix of policiesvthat
rebuild the U.S. economy so that our children have the

opportunities that we were fortunate enough to have.
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