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I would like to thank you, Mr. Chairman, and the members of 
this subcommittee for the opportunity today to describe . 
Administration efforts to open foreign government procurement 
markets to', U. S. suppliers I as well as our actions this year under 
Title VII of the Omnibus Trade and Competitiveness Act of 1988. 
This is my first appearance before this, committee, and, I welcome 
the occasion to become more familiar with your concerns and those 
of other members of 'the Committee~ 

At the outset, I would like to emphasize that this 
Administratil:)n is resolved to take, strong and appropriate action 
to ensure comparable market access'for u.S. firms in foreign 
government procurement markets, with the objective of creating 
trade opportl1nities f.or American companies and jobs for American 
Workers. Sillce assuming my responsibilities as USTR, I have 
repeatedly e=;cpressed my' commitment to enforcing the law as 
Congress has written it, and to ensuring that our trading 
partners adh.~re to trade agreements that they enter into with us. 

We have made significant progress in our first few months, 
reaching an historic agreement with the European Community that 
opens a $20 billion market for heavy electrical equipment (closed 
to u.S. suppJLiers for more than 30 yea,rs) and that provides the, 
impetus to c(mclude multilateral negotiations on an expanded GATT 
Government Procurement Code. At the same time, we have shown our 
determinatioll to use the tools provided by Title VII, including 
for the first: time actually closing a portion of the u.S. ' 
government procurement market in retaliation, for continuing EC 
discriminati(magainst u.s. suppliers in the telecommunications 
sector. ' 

We remain extremely 'concerned about discriminatory practices 
in Japanese government procurement in a number of areas and have 
formally ideJiltified Japan as discriminating under Title VII in 
the procureme:nt of construction, architectural and engineering 
services. 

1 



Although I realize that some of our actions are not 
necessarily within the jurisdiction of your committee, I wanted 
to point out that the administration has begun, for the first 
time, to review our entire inventory of trade agreements with and 
trade practices of other countries with a view to self-initiating 
reviews of vjLolations of those trade agreements or unfair trade 
practices under section 301 of the 1974 Trade Act. We have also 
initiated ou1:-of-cycle reviews under Special 301, as well as 
implemented immediate action plans under that statute. We are 
closely reviElwing our GSP program for compliance. These actions 
demonstrate that this administration views enforcement of U.S. 
laws and trade agreements as an important way to achieve our· 
objective of opening markets "and expanding trade. 

The U. S. - EC tw:[emorapdum of Understanding 

The previous administration identified.the EC in 1992 under 
Title VII fo:!:' discrimination in procurement of telecommunications 
and heavy elE~ctrical equipment. One year after the 
identificaticfn, the discrimination remained,' In early February, 
the President: directed USTR to announce our :intention to impose' 
Title VII sarilctions. if negotiations with the EC over removal of 
this discrimi.nation failed. Over the course of the next few 
months, USTR conducted intensive negotiations with. the EC~ On 
April 21, we reached an agreement that opens a key EC market - ­
heavy electrical eqUipment -- to U.S. suppliers for the first 
time in more than 30 years. 

The U.S.-EC Memorandum of Understanding on Government 
Procurement, which went into effect on. May .25, expands on a 
bilateral basis the coverage of the Gatt Government Procurement 

. Code (the Code) beyond goods to services and: construction. The 
MOU applies to U.S.G. executive branch contracts fer goods an<~. 
services above a threshold of $176,000 for goods and services 'and 
above $6.5 million for construction and comparable EC member 
state contracts. This represents a significant expansion of 
bidding opportunities for U.S. firms. . 

In addition, the EC removed the application of the 
discriminator:v provisions of Article 29 of the EC utilities 
Directive to lprocurement of U. s. goods by EC electrical . 
utilities.' (Article 29 applies a three percent price preference 
and allows bids to be rejected completely if they contain less 
than 50 perceirlt EC content.) At the 'same time, the U. S. removed 
the· Buy Ameril:::a Act price preference on procurement of goods and 
construction ]~y the federally-owned electrical utilities - ­
Tennessee Valley Authority and the Power Marketing .' 
Administratioi'ls of the Department of Energy. . . For these agencies, 
the applicabba· threshold is $450,000 for goods and $6.5 million 
for construction. As a result, the EC will provide U.s. 
suppliers with access to $20 billion in procurement by power 
generation en1:ities, while the U.S. will provide EC suppliers 
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with access t,o approximately $2 billion in procurement by 
federally-own,ed electric utilities. 

As part of the MOU, the u.s. and·the EC agreed to undertake 
a joint study of the procurement opportunities offered and 
requested by each side in the ongoing renegotiation of the Code. 
The u.s. has always been concerned about the possibility of 
entering into, an unbalanced agreement, where we would provide 
significantly'greater bidding opportunities ,to foreign suppliers 
than would· be available to u.s. suppliers. As a result, we have 
been reluctant to agree to expanded Code coverage without hard 
facts about the value of our trading partners' offers. This 
studY'will provide those facts about a key trading partner and 
thus will enable us to overcome a major stumbling block to 
conclusion of an expanded Code. 

. . . 

Another element of the MOU is a commitment by poth,sides to 
i~tegrate the MOU' into a significantly expanded and balanced 
multilateral Code. The MOU is illustrative of the spirit· of 
building market access opportunities that will give il'llpetus to, 
and serve as a model for, concluding a new Code. The final 
element is a commitment to continue bilateral negotiations on 
telecommunications procurement •. 

Title VII sanctions against the EC 

Regretta1bly, our nego~iations with the EC failed to produce 
an agreement on government procurement of telecomm~nications 
equipment tha~ would have eliminated the ECdiscrimination, which 
exists in sha;rp contrast to the wide-open u.s. market. As a . 
result', the previously announced Title VII. sanctions, reduced to 
be commensurate with this remaining discrimi'l)atibn, went into 
effect on May 28. This. is the first time that sanctions have 
been applied' under Title VII. The sanctions affect most areas of 
federal procurement that are not covered by (1) the Code or ·(2) 
the U.S.-EC M;OU. The' three elements in the sanctions package 
are: 

(1) 	 Goods: all goods contracts by federal agencies valued 
at less than $176,000 and all, goods contracts by 
fed;erally-owned electric utilities, valued at less. than 
$450,000; . 

(2) 	 Construction: all construction contracts by federal 
agehcies and electric utilities valued at less than 
$6 •.5 million; and 

(3) 	 Ser,vices: all services contracts by the electric 
utilities, all contracts by feaeral agencies for 
services sectors excluded from the U.S.-EC MOU and all 
con"tracts by federal agencies valued at les~ than 
$17 15, 000 f or services covered under the MOU. 
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Services that are excluded from the U.S.-EC MOU include: 
legal service!;, research and development, management and 
operation, te:lecommunications and investigatory and security 
services. ThE! sanctions do not apply, at all to contracts made in 
the interest c,)f national security (including all DOD contracts) 
or to goods alld services that are procured and used outside the 
U. S. 'Finally" the sanctions do not apply to goods and services 
of Greece, Spclin or Portugal, since the EC utilities Directive 
does not'apply to these countries at this time and we received 

, assurances fr()m each that they do not discri'~inate against u.S. 
goods and suppliers in procurement of telecommunications 
equipment. 

The sanctdons are a measured response to the discrimination 
at issue. ThE1Y apply to approximately $29 billion in potential 
bidding opport~\ilnities, which indeed is about double the value of 
bidding opport~unities denied u.S. goods and suppliers. At the 
same time, thEl sanction~ do not significantly disrupt U.S.-EC , 
trade at a tiBle when we are working together to ensure successful 
completion of the Uruguay Round. We will press forward with the 
negotiations i.n the Round and Government Procurement Code. 

Conduct of thel 1993 Title VII Review 

In conduc:ting this year's Title VII review, ,the 
Administrationl used all available information on the procurement 
practices of toreign countries. We received reports from our 
elllbassies and comments from the private sectorasa result of a 
Federal Regist"er notice ~ In an attempt to gather information 
from smaller {j:. S. companies about their experiences, we solicited 
comments through a notice in the Commerce Business Daily. We' 
also used info,rmation gathered for and contained in the annual 
National Trade Estimate report. 

With the help of the Departments of Commerce and state, we ' 
collected information on about 35 countries, focussing most of 
our attention on our major trading partners. We applied the 
criteria for identification provided in the statute to each 
country's prac'tices and policies on procurement. Our failure to 
"identify" a country does not signify that that country does not 
engage in some discriminatory government procurement practices. 
Rather, it means that not all the statutory criteria for 
identification were met.' In those cases, however, we have 
provided information in our report to Congress on the procurement 
practices that concern us. 

Results of the 1993 Title VII Review 

This year, we continued the identification of the EC because 
of its failure to remove the'discriminatory provisions of the EC 
utllities Dire1ctive with respect to telecommunications utilities. 
We also identified Japan under Title VII for non-Code-covered 
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discrimination in procurement of construction, architectural and 

engineering services. Despite years of negotiations and two 

trade agreeli:leiits, the Japanese construction market remains 

fundamentally closed to foreign firms. We are scheduled to meet 

with represE'mtatives of the Japanese Government to begin 

consultations next week. During these consultations we will 

address the practices we cited in the report, including the anti ­

competitive practices, the designated bidder system and issues 

related to t:he Major projects Agreement~ 


In our report to Congress, we noted that we remain gravely 

concerned that the Government of Japan may not be adhering to the 

terms of thE! 1990 supercomputer Agreement. Over the coming 

months, purs,uant to section 306 of the Trade Act of 1974, USTR 

will undertaike a special review of Japanese Government behavior 


,under the Slllpercomputer Agreement thus far and will scrutinize 
closely expe:cted procurement. If USTR finds that Japan is Qot in 
compliance lIi'ith the Supercomputer Agreement, it will take action 
against Japa.n under .Section 301 of the Trade Act of 1974. 

We also provided. information in our report about Japanese 

practices in. procurement of computers and telecommunications 

equipment. We hope to resolve the definitional issue ·that has 

prevented us from measuring progress under our 1992 computer 

agreement with Japan. 


In the telecommunications area, we renewed our 13-year old 

bilateral pr:ocurement agreement witl,l .. l{;iPP9l,l T~l:~qri1ph and 


'::,',Telephone (NTT) in, December 1992' for aH<"addltiohal"three years". 

NTT'sthree subsidiaries have agreed to abide by that agreement. 

We will continue to address issues relating to non-NTT . 

procurement, such as gx::eater transpareri'cyof information about 

purchasing plans and streamlining pre-registration-requirements. 


In the Title VII report, we also provi'ded information on the 

procurement markets of Australia and China. We intend to monitor 

developments closely in these markets in the coming, months. 


With regard to Australia, we are pleased that Australia has 

removed its offset requirements. Australia has established, 

however, preselected .panel~ for all federal procurement of. 

information systems technology. While we have not received any 

complaints from u.s. companies about the operation of the panels, 

we are concerned that the criteria for selection could 

discriminate against U.S~ suppliers. We will be holding 

discussion with the Australians today and tomorrow· on·this 

program and potential Australian accession to the Code •. 


With few exceptions, Chinese Government procurement 

practices do not include open and competitive bidding. In fact, 

most governm1ent, procurement is by invitation only.' In October 

1992, China I:::ommitted to improve its procurement practices by 
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publishing prior to october 1993 ,all of its rules and regulations 
related to trade and all projects included in state plans and by 
not enforcincl any law or regulation that is unpublished. 

Finally., our report expressed concern that European 
countries tha.t are associated with the EC or have entered into 
free trade a~Jreements with the EC might be required to adopt the 
discriminatoi~ measures contained in Article 29 of the EC 
utilities Oii:-ective. 'We will monitor their, actions over the 
coming year itnd review the situation in our next annual Title VII 
review. 

Conclusion 

This AdDlinistration has achieved a significant breakthrough 
in opening goViernment procurement markets of interest to u.s. 
suppliers in its first few months. The U.S.~EC MOU provides ,a 
"down-payment~fI on the successful completion of an expanded Code, 
which we'belleve is the best way to ensure that foreign 
government procurement opportunities become available to U.S. 
suppliers. E:Ven, an expanded Code, however, will not address all 
discriminatol:Y practices faced by U.S. suppliers. This 
Administration is serious about achieving improved access to our 
trading- partrilerS I government procurement markets and, to this 
end, will cOJi:tinue to use the tools provided by Title VII, as it 
has done thiS year. ' 
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II'NORTH AMERICAN FREE. TRADE AGREEMENT 

MEANS BIG BUSINESS FOR GEORGIA" 


STATEMENT OF AMBASSADOR MICKEY KANTOR 


UNITED STATES TRADE REPRESENTATIVE 

EIEFORE THE ATLANTA CHAMBER OF COMMERCE 

JUNE 16, 1993 

Atlanta, Georgia 

I am very pleased to be here in Atlanta to visit what Fortune 

magazine has called lithe most energetic Chamber in .the country." 

I am a great admirer of many of your progressive and innovative 

programs, such as your International Department and the Forward 

Atlanta marketi'ng and economic development initiative. A Chamber 

is only as strong as its leadership, and yours is blessed with 

some of the finest and most successful business people in the 

nation. And I would like to thank Pepe CUmmings,' Tr.ilcy Green, 

and Bill Crane for their hard work in making it possible for me 

to speak_to you today. 

You all have done much to make Atlanta one of the most attractive 

places to start, or just conduct business in America. Whether it 

is the thrill of watching the Braves in a pennant race -- and 

don't worry, J predict they will be in the thick of things come 

September -- or the honor of hosting the Olympics, "Hotlanta" is 

a bustling cit:y. 
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The key to incr'easing and expanding Atlanta's ;economic success 

and the rest of the country -- is in opening up the global 

marketplace. only by tearing down trade barriers will we provide 

new and exciting opportunities for u.s. businesses to compete in 

the new global economy. 

We are seeking these opportunities through the negotiation and 

enforcement of new trade agreements with our trading partners. 

We are using all of the channels available to us--multilateral, 

regional ahd bilateral. 

One of our most: exciting efforts is the North American Free Trade. 

Agreement (NAF,]~A), which will open the markets of Canada and .. 

Mexico to u.s. companies, and create the world's largest market ­

- a $6.5 trillion economy with 370 million people. Building upon 

the U. S. Canadc'l Free Trade Agreement of 1989 I NAFTA .. is. a natural 

counterpart to emerging regional integration in Europe and the 

Pacific Rim. 

Let me give you an example of what NAFTA will mean for 

businesses. "Later this .afternoon I am going to visit the Atlanta 

Saw Company (ASC), located in southern Atlanta. Many of you may 

be familiar wi1:h it already.; They manufacture the saw blades and 

cutting edges used in heavy meat cutting. They a!e a typical 

small business trying to compete successfully, in the global 

eco~omy. They employ 240 people and 'are 80 percent employee 
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owned. They Hxport to over 80 countries. 

Mexico is ASCI's fifth largest market. Their'exports to Mexico 

increased sixj:old from $29,000 in 1989 to $195,000 in 1992 after 

the Mexican gc)vernment started to lower some trade barriers. 
. I . 

NAFTA will mean their sales should increase even more. 

But NAFTA will 'affect them in another way. Back in 1975 ASC 

began manufac1::uring in Mexico through a joint venture. Because 

of high tariflcs,it was cheaper to supply the raw materials and 

technology to the\joint venture for sales in Mexico. With NAFTA 

they are planning to dissolve the joint venture and bring those 

jobs to Atlan1ca. The high skills and productivity of their 

employees herea means it will be cheaper to manufacture here. 

Jobs will comla home. 

Notice this i:; the opposite of what critics ofNAFTA say will 

happen. They predict a mass exodus of jobs to Mexico. But 

companies likl! the Atlanta Saw Company have found their overall 

costs of production are higher in Mexico than in the United 

states. 

could give IJther examples, but these companies tell an 

important story NAFTA means opportunities for businesses and 

the workers who make them thrive. 

I 
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GEORGIA AND MEXICO 

Now this may cClme as a shock to you, but when most people think 

about u.s. trade with Mexico, Georgia does not immediately come 

to mind. Yet Georgia has already become a majpr beneficiary of 

liberalized tra.de with Mexico. In fact, Georgia ranked 

thirteenth among all the states in the 'value of exports to Mexico 

·in 1992. 

During the past. five years, Georgia I s exports· to Mexico 

have increased an incredible 328%, with total exports exceeding 

$463 million in 1992. The percentage increase in exports to 

Mexico ·far exce:eds iGeorgia/s "%growth in exports to the rest 

of the world du.ring the period from 1987 to 1991. 

\ 

NAFTA AND JOBS IN GEORGIA 

Job growth in the United states has proceeded· irL parallel 

with export growth. Jobs related to exports to Mexico have grown 

from 275,000 to 700,000 over the last five years, with another 

200,000 predicted by 1995 if the NAFTA is implemented. Those 

jobs a~e in·every region of the country and in virtually every 

sector of industry. 

Here in Georgia, ·manufactured exports to Mexico and Canada 

now support over 38,000 jobs. More than 19,000 of those were 

created in just the past five years. Further liberalization of 

trade with Mexico can result in even more trade and jobs for 

Georgia in the decade ahead. 



5 

The new jobs that have been and will be created in 

Georgia as a result of increased exports to Mexico· are good, 

jobs, too. Jobs related to exports to Mexico, pay about 12% more 

than the average U.S. wage. 

Many of the new jobs associated with the NAFTA will be 'in 

industries where Georgia is competitive, such'as computEirs, 

industrial and electronic manufacturing, transportation, and food 

processing. Service industries, such as banking and insurance, 

will also see growth in the years ahead as they gain access to 

the multi-billion dollar ,Mexican market. Georgia is well 

positioned to get a healthy share of the growing Mexican market 

for U.S. goods and services. 

The real story of NAFTA is what it means to working men and 

women in communities from Valdosta to Dalton; from Columbus to 

Augusta; and right here in Atlanta. There are already a sizeable 

'number of your friends and neighbors who work for companies that 

are taking adv,antage of the opportunities that have opened up in 

Mexico in recent years. 

SMALL AND MEDITlM-SIZE COMPANIES 

Obviously, large companies like Coca-Cola, Delta Airlines, 

AT&T and other:; will have new opportunities to market their goods 

and services ill'lthe growing Mexican market as a result of the 

NAFTA. 

But NAFTA will be of particular benefit to small and medium­
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sized companien. And that is especially good news for the 

United states. Two out of every three new jobs created in this 

country are crE~ated by small and medium-sized businesses. High 

tariffs, complE!x licensing requirements and other barriers to 

trade are partlcularly hard for small business to overcome. They 

do not have thE~ luxury of large legal staffs dedicated to finding 

the loopholes 1:hat make exporting through a maze of barriers 

profitable. Nc)r do they have the profit margins that allow them 

to ignore the impact of 10 to 20% tariffs. 

Once barriers to trade are removed as a result of the NAFTA, 

small businessE~s will have great opportunities to compete in the 

Mexican marketplace. Many are already beginning to see those 

opportunities and take advantage of them. We need to encourage 
. . .\~ 

them and help more small businesses to enter th'e itlterhational 

trade arena. ·lifAFTA will help us do that. 

STATUS OF THE NAFTA 

Clearly there are major benefits to be gained from the 

NAFTA. But, as with most things in life, there are also risks 

associated with the Agreement. 

Concerns h.ave been raised regarding labor standards, 

environmental s,tandards, and import surges which we are in the 

process of addressing with·a series of supplemental agreements. 

Negotiations with respect to those agreements began on March 17 

and are continuing. We are confident that these agreements will 

make the NAFTA even better, and strengthen the partnership that 
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it creates. 

LONG TERM BENEFITS 

The trade ,opportu,nitiescthat will flow to U.S. from the NAFTA 

will not just produce short-term benefits. The Agreement will 

also give America greater leverage in dealing, with the 

huge emerging 'trading blocs in Europe and the Pacific Rim. A 

strong U.S. economy depends upon our ability to compete 

internationally, and the North American Free Trade Agreement will 

give us a stronger base from which to compete, in regional markets 

around the world. 

But creating new opportunities for international trade, 

through the NA:FTA and other trade agreements , ,will not strengthen 

the U.S. econo:my if we do not, or cannot, capitalize on those 

opportunities. Creating the jobs of the 21st century won't do us 

any good if our workforce is not trained to perform those jobs. 

World-class schools and high quality worker retraining programs 

are critical t,o our ability to succeed in a rapidly changing and 

increasingly competitive world economy. In order for the U.S. to 

remain positioned as an international economic leader, what we do 

at home is at least as important as what we do abroad. 

The world is coming to Georgia .in 1996. Here in Atlanta you 

will have the chance to see first-hand the commitment, energy, 

effort and enthusiasm which world"';'class athletes put into their 

sports. The winners that will step up onto the Olympic platform 

to receive their gold medals· will all have something in common. 

They will be mien and women who unafraid of tough competition; in 
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fact they will have been driven to even higher levels of 

achievement than even they thought possible in response to that 

competition. 

If we as 
\ 

a nation are to compete effectively in the global· 

marketplace we must have those same character·istics . competition 

should not frighten us; it should inspire us to higher level~ of 

productivity and excellence. The North American Free Trade 

Agreement will help the u.s . .and Georgia become even more 

competitive in the tough arena of international trade. And the 

businesses and the working men and women in this country will be . 

the real winners in that competition. 

Thank yo~ very much. 

III 
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JOINT S'rATEMENT ON THE UNITED STATES-JAPAN FRAMEWORK 

, FOR A NEW ECONOMIC PARTNERSHIP 

JULy 10, 1993 

Reaffirming their understanding at their meeting of April 

1993, 'the Prime Minister of Japan and the pr~sident of the United 

states agree to establish the United States-Japan Framework for a 

New Economic P'artnership, as described below. 

Basic Objectives 

"/ - , 

The Framework will serve'as a new mechanism of consultations 

for united states-Japan economic relations. This new economic 

relationship must ba.balanced and mutually beneficial, and firmly 

rooted in the shared interest and responsibility of the United 

states and Japan to promote global growth, open markets, .and a 

vital world trading system. These consultations will take place 

under the basic principle of two-way dialogue. 

The Framework provides a structure for an ongoing set of 

consultations anchored in biannual meetings of the Heads of 

Government. The goals of this Framework are to deal with 

s~ructural and sectoral issues in order substantiallytq increase 

access and salles of competitive foreign goods' and services 

through market-opening and macroeconomic measures; to increase 

investment; to promote international competitiveness; and to 

enhance bilateral economic cooperation between the United States 
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and Japan. 

Japan will a,ctively pursue the medium-term objectives of 

promoting stro1ng and sustainable domestic demand-led growth and 

increasing the market access of competitive foreign goods and 

services, intended t.o achieve, . over the medium term, a highly 

significant decrease in its current account surplus, and to 

promote a significant increase in global imports of goods and 

services, including from the United s'tates. In this context, 
~ ~1f~.~. I 

Japan will take measures including fiscal and monetary measures 

as necessary to realize these objectives. 

The United states will also actively pursue the medium-term, 

, objectives of substantially reducing its fiscal deficit" 

promoting domestic saving, and strengthening its international 

competitiveness. 

steady implementation of these efforts on both sides is 

expected to contribute to a significant reduction in both 

countries' external imbalances. 

The United states and Japan are committed to an open 

multilateral trading system that benefits all ,nations. Benefits 

under this Frainework will be on a Most Favored Nation basis. 

Consultations will be limited to matters within the scope 
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and responsibility of gover~ent. 


The two Governments are committed to implement faithfully 

and expeditiously .all agreed-upon measures taken pursuant to this 

Framework. Both Governments agree that tangible progress must be 

achieved under this Framework. 

The two Governments will utilize this Framework as a 

principal meami for addressing the sectoral and structural areas 

covered within it. If issues within these areas arise, both 

sides will makE! utmost efforts expeditiously to resolve 
I ' 	 '\

differences through consultations under the Framework or, where 

appropriate, under applicable multilateral·aqreements. 

Sectoral and structural Consultations and Neqotiations 

Japan and the United States will engage in negotiations or 

conSUltations to expand international trade and investment flows 

and to remove sectoral and structural impedime'nts that affect 

them. Initial areas include the following issues of interest to 

both countries: 

o 	 Government Procurement - Measures undertaken in this 

area should aim at significantly expand·ing Japanese 

government procurement of competitive foreign goods and 

services, especially computers, supercomputers, 
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satE~11 i tes, medical technology, and telecommunications. 

The U.S. Government will encourage U.S. firms to take 

advantage of opportunities created by the Government of 

Japctn. The U. S. Government reconf irms that it is the 

pollcy of the U.S. Government to,provide non­

discriminatory, transparent, fair and open 

oppclrtunities consistent with its obligations under the 

GAT'l' Agreement. on Government Procurement. The. U. S. 

Gove!rnment will consult with the Government of Japan 

Up0l11 request concerning such policies, and areas of 

particular interest. 

o 	 Regulatory Reform and competitiveness - Measures 

undertaken in this area will address reform of relevant 

government laws, regulations, and gUidance which have 

the effect of substantially impeding market access for 

competitive foreign goods and servi~es, including 

financial services, insurance, competition policy, 

transparent procedures, and distribution. The united 

stat,es will undertake efforts to promote exports to 

Japan, including business facilitation measures and 

othe:r measures to further enhance U. s. international 

complatitiveness • 

. 0 	 other Major sectors - Measures undertaken in this area 

will address other major sectors, including the 
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automotive industries. Efforts in: this area, including 

existing arrangements, such as MOSS, will have the 

obj~!ctive, inter alia, o~ achieving significantly 

expanded sales opportunities to result in a significant 

expansion of purchases of foreiqn parts by Japa!lese 

finis in Japan and through their transplants, as, well' 

as removing problems which affect market access, and 

encouraging imports of foreign autos and auto parts in 

Japan. The U.S. Government will promote the export of 
: .~. 

autcls and auto parts to Japan and will encourage U. S • 
. ·.. ;;--> ..c , 

companies to pursue more actively market opportunities 

in J'apan. 

o 

affecting foreign direct investment:· in Japan and the 

United States. In addition~'thffit'ar'ea encompasses 

issues such as intellectual property. rights, access to 

technology, and long term buyer-supplier relationships 

betw;een companies in the two countries. 

o 	 Impl'~mentation of Existing Arrangements and Measures ­

All existing bilateral arrangements: and measures will ' 

be closely monitored and fully implemented•. Specific 

commitments made under the Structural Impediments 

Initiative (SII) talks will be abso~bed into this 

bask~t as appropriate. 

". 

............. 
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Discussion~ in the above areas will begin as soon as 

possible~ Each basket will be chaired at the Subcabinet level 

with working groups as appropriate. The two governments will 

make utmost efforts to aqreeon measures regarding significant 

market access: problems in government procurement, the insurance 

market, the automotive industries, and other high priority areas 

to be determined, at the first Heads of Government meeting in 

1994 or within six months of this agreement. Each such issue 

will be dealt with separately. Agreements on measures in the 

remaining areas are expected to be announced at the second Heads 

of Government meeting in July 1994. 

common Agenda for cooperation in Global Perspective 

The two f,';overnments will also jointly pursue positive 

booperation in a wide range of global areas and bilateral 

projects of pc)tentially global application. In doing so, 'Japan 

and the united States will build new cooperative relations and 

thereby contribute to the development of technology and the world 

economy. The two Governments will pursue a new joint response to 

the challenge in environment and other common economic issues of 

global impliccltion. Through this joint collaboration, the two 

nations will, establish a constructive global partnership. 

Progress on results arising out of such conSUltations will 

be included in the statements at the biannual meetings of the 
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Heads of Government. PrQg'ress reports will be prepared by the 


Subcabinet group at the pre-Heads of Government meetings. 


Discussions will begin as early as possible in the following 

areas: 

1. 	 Environment. The United states and Japa~ will 


establish a ,forum for regular consultations on 


environmental issues at the sub-Cabinet level. The 


United stutes and Japan will collaborate.on the 


following specific environmental priorities: oceans, 


forests, ~Jlobal observation information network, 


.environmental and energy efficient technologies, 


conservatlon of important natural and cultural 


resources, and environment-related development 


assistanCE!. 


2. 	 Technology. Japan and the united states agree to 

cooperate on mutually-agreed projects in the following 

areas of technology development: transport technology, 

.telecommunications,' civil industrial technology, and 


road technology and prevention of disaster. 


3. 	 Development of Human Resources. The United states and Japan 

agree to strengthen bilateral cooperation in the development 

of human resources in the areas of labor exchanges and the 

http:collaborate.on
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Manufact.uring Technology Fellowship Program.' 


4. 	 Populatiori. The United States and 3apan will work 


together to enhance the effectiveness of efforts to 


stem rapid global population growth, including 


strengthening multilateral population programs. The 


united states and Japan will work together to use our 


bilateral programs to enhance the effectiveness of 


population programs in the developing world. 


5. 	 AIDS. The united states and Japan will cooperate to enhance 

multilat,eral efforts on AIDS. The Unit~d States and Japan, 

will wor]c together to use our bilateral programs to address 

the AIDS crisis in the. developing world. '. 

High-Level CobsultatioD8. 

Both Gov.~rnments will seek as expeditiously as possible to 

begin consultcltions under this Framework,. with achiev~ments to be 

announced at the Heads of Government meetings to be held twice a 

year. ' 

.The 	two Governments wiil assess the. implementation of 

measures and policies taken in each sectoral and structural area' 

within each basket under this Framew6rk; this assessment will be 

, based upon sets of objective criteria, either qualitative or 
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quantitative or both as appropriate, which will be established 

using relevant information and/or data that both Governments will 

evaluate. Such assessment will occur at the biannual Deputy 

Minister level meetings prior to the Heads of Government meetings 

and, in addition, as determined by the negotiating teams within 

each basket. These criteria are to be used for the purpose of 

evaluating prelgress achieved in each sectoral and structural 

area, including, the collaborative efforts of the two Governments. 

At their biannual meetings, the Heads of Government will 


issue public statements that include reports of results achieved 


under the Framework on sectoral, structural and macroeconomic 


issues, as well as a common agenda for coope~ation in global 

I 

perspective. 

, Deputy Minister leve,l meetings will be held twice a year to 

prepare reports to be submitted to the two leaders. Meetings can 

be held as appropriate several weeks before b,iannual Heads of 

Government meetings. The first Deputy Minister level meeting 
I

will be held within six, months of agreement o~this Framework~ 

consultations will be carried out making. use of the existing 

fora where appropriate, and working groups may be established as 

necessary in order to facilitate dialogue in this Framework. All 

relevant agencies will participate. 
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After two years, both, Governments will decide whether to 


extend consultations in this Framework beyond the fall of 1995. 


An update on progress toward reducing current account 

imbalances and other macroeconomic issues will be included in the 

biannual Heads of Government statements. Progress will also be 

reviewed at thE~ pre-Heads of Government meetings. While ongoing 
-, 

talks will be anchored in the G-7 process and ,central bank 

dialogue, other contacts between the two Governments will offer 

the opportunity to discuss these concerns, for example during 

discussions between the Council of Economic Advisers arid the 

Economic Planning Agency. 
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I appreciate the opportunity to appear before the committee today 
to report on the trade aspects of the G-7 summit. For those 
involved in the formulation of U.S. trade policy, both in the 
Administration and in Congress, the challenges facing us' remain . 
of great magnitude. But I hope that you will share my view that 
the breakthrough on the Uruguay Round and the agreement on a 
framework for negotiations with Japan represent major progress 
for our country, jobs for the American people and a stronger 
global econl:Jnty. 

President Clinton left for the G-7 economic summit in Japan last 
week knowin9 that a successful trip was key to his efforts at 
reinvigorating the American economy. This.Administration's 
economic policy starts with the President's domestic economic 
program, dealing with our homegrOtvn problems; deficit reduction, 
new in,iestml:mt in education and infrastructure, health care, and 
reinventing government all are critical parts of the program. 
But the President strongly believes that expanding trade andl 

creating ne'll markets and opportunities I are essential to our 
program of economic revival and job creation. 

Uruguay Round 

Year after year l the G-7 leaders have expressed their view that 
it was important to finish the uruguay Round, which began in 
1986. As the negotiations languished, it became critically 
important that this summit go beyond rhetoric, to 'obtain concrete 
results which would provide the momentum for completing the 
Round. I believe that the Quad nations---~he U.S., the EC I Japan 
and Canada-·-achieved'a breakthrough on the Uruguay Round. 

I 

We have two major tasks ahead of us to bring the round to a 
conclusion by year end. We must complete our market access 
negotiations in goods, services and agriculture and concurrently, 
we must improve the rule-making agreements contained in the draft 
"final act." The President's leadership at the Tokyo Summit 
gives us thc;~ opportunity to complete these tasks, in Geneva. 

I should say that th~ Tokyo agreement is not a final deal. There 
is a saying in these negotiations that Lothing is agreed until 
everything is agreed. Nevertheless, the results from Tokyo 
represent a big step forward where the Quad countries have shown 
leadership to galvanize the negotiating process in Geneva where 
our key trading partners now will have to match our efforts to 
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make the market access package a reality in December. The Quad 
maintains its high'ambitions for major reductions to barriers to 
market access. Our agreement in Tokyo setithe foundation for a 
major package of tariff reductions in industrial products. 

A key componl~nt of the package responds to the tremendous effort 
and export interests of U.S. industries to eliminate tariffs in 
eight sectors, and reducing them in many others~ For those .where 
we have not yet achieved success -- paper, wood, scientific 
equipment, nlJn-ferrous metals and electronics -- we are by no 
means at the end of the negotiation.. We have broken the logjam, 
and taken an indispensable step toward completing the Uruguay 
Round this YI::!ar. 

As members of this committee know, the agreement on market access 
is the result of effort that started in the first weeks of the 
Administration. At that time, President Clinton made it clear 
that completing the Round, this year, was among his highest' 
priorities. At his instruction, in February, I began working 
I;!ith my EC counterpart, Si.r Leon Brittan, on a joint effort to 
make progress on market access issues, first between the U.S. ahd 
the EC, and then with the other Quad nations, with the goal of 
reaching the outlines of a far-reaching mark~t access package by 
the time of 1:he G-7 Summit. 

The President repeatedly emphasized with other world leaders, and 
with finance leaders from around the globe, the need for 
immediate're-·engagement of the Uruguay Round, and the importance 
of achieving agreement on a market access package by the time of 
the summit. We found many allies among. the: leaders of the Quad 
nations, 'IIlho shared our belief that completing the Round was 
crucial for t:he glohal economy, and that this year was the last,' 
best chance for doing so. ' 

~Vt: sought to underscore our coromitment ,to completing the Round by 
seeking fast track authority only for that purpose, and only for 
this year. 'l'he Congr.ess, led by this Committee, contributed. 
invaluably to our efforts by providing advice, insight and clear 
s~nse of negotiating objectives, and by giving the President t'le 
fast track authority prior to his departure for Tokyo. 

In addition, the President engaged world leaders personally and 
by telephone imploring them to join him in given impetus to this 
market access package. . , 

The package from Tokyo contains the following: Quad a:.Jreement to 
the elimination of tariff and non-tariff measures in : 
pharmaceuticals, construction equipm~nt, medical equipment, steel 
(conditioned on reaching a multilatl, al steel agreement), beer 
and, scbject to certain exceptions, iurniture, farm equipment, 
and spirits. These are the so-called zero/z'ero initiatives. 
Most importantly, we agreed that we would work to' add other 
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sectors to this list. 

We agreed 1:.hat tariffs on chemical products would be, harmonized 
at a low rate, including, in~ome cases, ~ero. Those nine 
sectors currently represent over $75 billion in u.s. export~ -- a 
figure which should grow substantially under a completed Uruguay 
Round. 

For the remaining products, we set an overall goal of 33 
percent -- which was the ultimate tariff reduction goal of the 
Montreal Accord in'1988 -- but have identified a number of 
sectors where tariffs could be reduced substantially beyond this 
level, in some cases, possibl~ beyond 50%. Our agreement noted 
that a particular interest of some participants in moving further 
in such areas as wood, paper and pulp and scientific equipment--­
all critical sectors to the U.S. I am committed to trying to go 
sig~ificantly further in reducing tariffs ~in these areas, as well 
in the electronics sector, where the EC is willing to consider 
going beyond 33%, but did not want to do so at this time, and in 
non-ferrous metals. 

Finally, th.e package address,es "peaks" -- 'those tariffs that each 
of the Quad countries maintains that are at or above 15%. Quad 
countries have on average, fairly low tariffs, but there are some 
peaks temaining. As you are well aware, there has been attention 
on U.S. Peaks -- in areas such as textiles, apparel, ceramics and 
glass. We have offered some reductions in a number of our peak 
tariffs where our Quad partners are principal or substantial 
suppliers, after extensive domestit consultations. This approach 
requires market access as a condition for tariff reductions and 
MFA phase out, anti-circumvention protections, longer staging and 
exempts tariff lines in the case where China or Taiwan is a 
significant supplier. 

While the focus in Tokyo was on industrial goods, we agreed that 
a successful Uruguay Round would require a SUbstantial package of 
market access coromitments in sf:!rvices, the fastest growing part 
of the global ,economy and one in which the'U.S. has enormous 
strengths. There has been substantial' progress in the services 
access area. The Quad discussions focused on 'the remaining areas 
where further work is needed before success can be achieved: 
f inancial sE~rvices, bas ic telecommunicati6ns, maritime, 
aUdiovisuali an~ movement of personnel. We,have a good 
foundation on which to build in Geneva. 

Finally, let me say a word about agricultu~e, which for the 
United States remains a central component of a final Uruguay 
Round package. We agreed in Tokyo that work must proceed in 
Geneva to finalize country schedules and the details of market 
access commitments. with the Blair HOuse ag-reement behind us, 
market ~ccess is the major issue for Geneva negotiations. The 
United statE!S is at common cause with our trading partners in 
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Cairns who insist that the access aChieved'at the conclusion of 
the Round must be greater than the access that currently is being 
provided. 1his is a principle that will c6ntinue to guide our 
negotiations.. 

We agreed in Tokyo to begin immediately ,in ,Geneva to make our 
agreement the first step toward successfully concluding the 
Round. Our negotiators began yesterday, in fact, the process of 
meeting with their counterparts in other nations to explain what 
was done in Tokyo, and to discuss with them their offers on 
reduction or elimination of tariff and non~tariff barriers. We 
have said repeatedly that the United states is prepared to do its 
share for a successful Round; our Quad partners have demonstrated 
some of the same determination. But many nations involved are 
going to have to contribute as well in order to reach the result 
that will benefit all of us. 

The Round is not a favor that we are doing :for the rest of the 
world. DRI, the largest economic forecasting company, projects 
that for the U.S., above normal expected increases in employment, 
real wages and productivity, a good Uruguay, Round agreement could 
produce, after ten years, net employment increases of 1.4 mil 
lion jobs, average productivity increases for labor slightly over 
2% and a real wage gain of 1.6%. In addition, the USTR and the 
Council of Economic Advisors estimated in 1990 that if we assumed 
a one-third cut in global tariffs and in reductions in non-tariff 
barriers as 1;o/ell, it would translates into an average additional 
$1,700 a year for a typical family of four.:, •...•""",,,.j 

'\ 

It is long past time to finish the Round. We cannot tolerate a 
situation whsretrade agreements languish for seven years. The 
world is moving too fast now. Governments come and"go, 
technologies change, and economies evolve in that amount of time. 

Framework for U~S.~Japan Negotiations 

The other orciP.r of business in Tokyo was the effort to agree on a 
new framewor}: for negotiations with Japan on the sectoral and 
structural issues tr~t have hampered our exports, ·and those of 
other nations, to Japan, and caused damage to what may be our 
most significant bilateral relationship. An agreement on a new 
framework was reached, only hours before the President left 
Tokyo. 

Along with completion of the Uruguay Round and the NAFTA, the 
principaltra.de policy objective of this Administration has been 
real progress in improving the unbalanced trading relationship we 
have with Japan. The President, and everyone who works for him, 
has always recognized that many factors contribute to our 
bilateral trade deficit with Japan. We recognize the effect of 
our budget deficits, low savings rates, and historic emphasis on 
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militarYi rather tha~, civilian R&D, and a host of other factors. 
We have great: admiration for what Japan has accomplished: the 
quality and determination of its work force, the excellence of 
its education system, and the products that are produced there. 

But beyond all that, Japan still represents 'a market that is 
dramatically less open than ours, and significantly less open 
that it should be given the size of its economy and the state of 
its developmemt. The relative absence of tariff barr iers is less 
significant t:han the bewildering array of non-tariff barriers 
that make suc;cess in the Japanese market· so hard to come by. ' In' 
case after~case, U.S. products and services which are coveted 
around the world achieve negligible success in Japan. Many of 

. our trading partners have suffered the same experience. 

At the same i:ime, we recognize that Japan is a more open economy 
now'''than it waS five or ten years ago;' that it is in fact the 
second leading recipient of U.S. exports (after Canada); and that 
the U.S. and Japanese economies, which together account for 40%' 
of the world's GOP, are closely linked and increasingly 
interdependent. Moreover, as'the President stated eloquently in 
his Waseda University speech, as we seek a more open, consumer­
oriented Japanese economy, we are taking steps that benefit not 
only the U.S. but the people of Japan, who are being deprived of 
the rewards they deserve f,or their hard work' and accomplishments. 

For these reasons, we have sought a framework for negotiations 
with Japan that would allow us to make steady and significant 
progress toward opening the Japanese market; without the degree 
of acrimony 'that has been so corrosive for the relationship over 
the past decade. The framework we sought would allow us to focus 
on priority sectors and practices, as well as structural macro­
economic issues; would enable us to begin negotiating on key 
issues under tight time frames (6 or 12 months) and would 
establish meaningful objective criteria, i.e. benchmarks, for 
assessing progress made. We started from a strong position in 
the negotiations, because President Clinton's economic program 
has attacked the budget deficits and domestic weaknesses that 
J,apan cites 03.S the main reaSLD.S for the trade imbalance between 
our .nations.' 

This agreement commits the Japanese gov,.::rnment to achieving 
tangible proq-ress and to quantitative and qUalitative measures to 
determine succe~s. ' , 

The framewor.k we agreed upon commits Japan t.o significant 
reductions in :their current account surplus i with the world,' 
significant increases in their global imports, and the U.S. to a 
significant ~eduction in our budget deficits. It sets the stage 
for negotiations on autos and auto parts; government procurel1\ent; 
and regulatory reform. It provides for full'implementation of 
existing agreements and conur.itments. The framework also 
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env~s~ons cc)operative efforts by the two countries to enhance 
foreign dhlact investment I access to technology, intellectual 
property riI;Jhts, and the environment. Progress will be monitored 
through objlacti.ve criteria at biannual meetings between the 
President and the Japanese Prime Minister. 

The agreement addresses the four basic concerns articulated by 
the President: 

1) a results oriented policy; 

2) quantitai:ive and qualitative measures; 

3) the in·tersection of sectoral and struct:ural approaches wi thin 
each basket;' and 

4) crrticulated time frames to complete negptiations. 

This is a framework for future negotiations. By itself, it 
constitutes no market opening, guarantees no future success, and 
represents no panacea for the bilateral differences that have 
characterized our relationship with Japan. Hard bargaining on 
important issues remains, including the enforcement of agreements 
already in effect. We intend to make progress, and recognize it 
will not alw'ays be easy. We are committed. to the utmost efforts 
to obtaining results under this framework, but if the 
consultations and negotiations under the' framework do not make 
the requisite progress, ,we wi~.l~ It.<?~'h"~~j.,,~<~t,~ tq:<;~l.ls.~:;"i9ther
approaches that Congress prov~ded ~nthetJ:'ade law. ' 

Conclusion 

I recognize that for the recent college graduate lOoking for his 
or her first job, or the young African American in an inner city' 
trying to escape a vicious cycle of poverty" or the mill worker 
who's been la.id off, or the farmer in the midwest struggling to 
make ends mecat, the Uruguay Round and the Japan framework may 
seem to have little relevance to their lives. 

But as I said at my confirmation hearing in January, there is 
nothing academic or theoretical about the job that the President 
has asked me to do. Every billion dollars of exports creates 
twenty thouscmd new jobs' in the United States. These are good 
jobs, too; a majority of them are in the manufacturing sector and 
earn I on aver'age, almost $3,500 more than non-export jobs. For 
service workelrs in export-related fields, their paychecks are 20 
percent highe!r than average service worker's salaries. 

The world has: changed in the past ;few years in ways we could 
never ha'!e dreamed of before -- the Cold War has ended and new 
countries are being formed in its wa}l;e. The.economic world has 
changed, too. Technology and mobile c~pitalresources have 
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created a global economy. Our prosperity and that of our 
children depends on our ability to compete in the new global 
economy, in which the United states is inextricably linked. 

We are the world's largest exporter; we set the standard for the 
world in areas as diverse as computers, machinery,movies, 
agriculture, architectural services. We have nothing to fear 
from open markets and expanded trade, because "we are such strong 
competitors. The objective of trade policy, is to insure that our 
trade laws are enforced, that nations are held to the agreements 
they reach with us, and that the markets of other nations be as 
open to our products and services as our market is to theirs. 
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Good morning Mr. Chairman and Members of the Subcommittee. Thank 

you for the opportunity to briefly discuss the role and views of 
, . ' 

the Officec)f the united States Trade Representative (USTR) as a 

member of the Trade Promotion Coordinating Committee (TPCC). 

It cannot bE! overstated that successful trade policies contribute 

to our economic well-being by 'stimulating; output of goods a~d 

services, better paying jobs, and international competitiveness. In 

turn, the capital generated in such a milieu enables productive 

investment :in human and material resources. 

To this end, USTR~ which is responsible for developing and 

coordinating u.S. trade policy, continues to pursue vigorously, 

through its trade negotiating authority, the elimination or 

reduction of the market access barriers of 'our trade partners. For 

example, this is carried out multilaterally via the--Uruguay Round, 

and regiona.lly via the NAFTA and initiatives such as Asia Pacific 

Economic Cooperation (APEC), chaired'this year by the United 

states. 

However, t.he successful elimination of foreign market access 

barriers does not in itself .guarantee the' scenario of economic 

well-being to which I alluded a moment ago.; Rather, efforts must be 

made to CUltivate the' gains secured, and i~ is in this regard where 

the Trade :Promotion Coordinating Committee (TPCC) should play its 
, , 

, 
most const:ructive role. While the TPCCStrategic Plan has not· yet 



been finalized, I would emphasize two points. 

First, u.s. Government (USG) resources an$i policies should be 

managed in a manner. that assists u.s. firms..in gaining access to 

emerging marlcets. This would help increase U~S. export volume and, 

in turn, bring forth the capital formation essential to the 

creation of new businesses (especially small firms) and the new 

jobs that attend them. 

Second, the creation of a streamlined USG e~ort promotion program 

driv4i:m by cus'tomer requirements, as opposed to preconceived notions 

of services required, could eliminate unnecessary interagency 

function ove:rlap and result in a mare targeted and economic 

allocation pf USG funds. 

It goes without saying that it will take time to effect properly 

the changes intended by the TPCC, but we are confident that with 

well-organize1d, cooperative interagency efforts, the TPCC will go 

a long way to'iiard realizing an export promotion program that will 

make a sizeable contribution to the economic well-being of all 

Americans. 

Thank you very much. 



Annt)uncement of NAFTA Supplemental ~qreements 
on Labor and the Environment 

statement by Ambassador Mickey ,Kantor 
U.S. Trade Representative 


August 13, 1993 


Today, I am very pleased to ann~unce that the governments of the, 
United,State~;, Mexico and Canada have reached agreement on 
supplem'ental accords on labor and the environment to the North 
American FreH Trade Agreement (NAFTA). 

With this historic agreement we can reform a 'trade relationship 

with Mexico 1:hat has been driven more by accident than design. 


High tariff clnd non-tariff barriers have meant U. s. goods have a 
difficult tilne entering the growing Mexican market. u.s. ,business 
have been virtually forced to move operations to Mexico. 

Meanwhile, u.s. trade preference laws, along with the 
'implementatic)n of the Maquiladora program in Mexico, allowed u.s. 
companies to move to northern Mexico,' to import U. S'. component 
parts virtually duty, free, and to return'the assembled products 
while 'avoiding u.s. tariffs. The development of that border 
resulted in t~nvironmental problems as well. : 

NAFTA eliminates these barriers, setting the stage for new, 
economic gr01ivth. And that means jobs are created -- we 'estimate a 
gain of 200,1000, just in the first two years. ' 

\ 
It will crea-tethe world's largest market: '370 million people and 
$6.5 trillio:n of production. Why is that important? ,--Because the 
growth that 'will come from creating such a large market enhances 
our ability ,to compete with Japan and the E~ropean community. 

NAFTA brings us 'a step closer to President Clinton's goal of 

creating a high wage, high growth economy prepared for economic 

challenges as we enter the next century. 


President Clinton seesNAFTA with thesupple~ental agreements as 
a part of his strategy of economic renewal.' But he 'was always 
concerned that there were major flaws. He endorsed the agreement 
last October during the campaign in a speech at North:Carolina 
state University, but he set out a series of principles which he 

'wanted to see incorporated in the agreement,. 
: i 

He made a promise to the American people which he has now kept: 
that he would make sure economic growth with Mexico does not come 
at the expense of the environment and that the trade agreement 
addresses issues of basic workers' rights -- protection against 
child labor, health and safety, minimum wage, and industrial 
relations concerns. 
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He has kept those promises -- and gone farther. Specifically, the 
supplemental agreements will help insure that: 

• enforcement of domestic environmental laws and work place 

standards and requirements is S?trengthened; : 


I ' 

• no nation can ,lower labor or environm~nta~ stand~rds, only
raise them, and all states or provinces can enact,even more 
stringent measures; 

""\ 
, 

• the process of consultation, evaluation and dispute settlement 
will be open to the public; ! . 

• upgraded safeguards protecting against import surges ,are 
provided; , 

• access to justice and due process rights are extended to 
environmental and labor issues, and administrative remedies as 
well as court: procedures are available -- this further guarantees 
labor and environmental standards will be enforced; 

• establishn'lent of commissions on labor and: the environment 
which will eval:uate and settle disputes. 

• enforcemerilt proceedings have real "teeth, U assuring 
compliance; 

• we strengthen border clean up 'and infrastructure development; 

• cooperation on the environment and labor :is established which 
allows for the continual upgrading of standards throughout North 
America. 

NAFTA,with t.he addition of the supplemental accords, is a 
groundbreakiI1lg agreement: for the first time a free trade 
agreement .covers workers', rights and the env,ironment. This will 
serve! as a mctdel •. 

But more importantly, this is a momentous agreement because with 
it, we can raise the standards of living for the people of all 
three countries. Economic standards rise from new growth and job 
creation. Labor and environmental standards ,rise from new 
assurances of enforcement of domestic laws. I 

There is much. work yet to be done. We look f,orward to working' 
with Congress, to insure the passage of NAFTA:., 
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NAFfA SUPPlLEMENfAL:' 
, AGREEMENT ON LABOR COOPERATION 

HISTORIC UND}XTAKING: This is the first labor agreement negotiated specifically to 
accompany and build on a trade agreement. NAFfA will create the largest market in the world, 
grow jobs in America, and enhance the region's competitiveness. The Agreement on Labor 
Cooperation will pi"omote improved labor conditions and strong' enforcement of national labor 
laws in all three countries of North America. ' 

I' 

LABOR COl\1M1SSION: The Agreement creates a new Commission on Labor Cooperation, 
with each country J-epresented on a Council by its top, cabinet-level labor official. 

o 	 The Council has a broad mandate to work cooperatively on labor issues, including 
occupational health and safety, child labor, benefits for workers, minimum wages, 
industrial relations, legIslation on formation and operation of unions and the resolution 
of labor disj?utes, and many others. ' , 

o 	 The Council will be able to obtain public advice and assistance in these activities. ' 
,. 

o 	 An independent Interntlfional Coordinating Secretariat: (lCS) Will provide technical 
, support to the Council, and will itself report periodically to the Council on a wide range 
of labor issues, including labor laws and their enforcement, labor marKet conditions such 
as average wages and labor productivity, and training and adjustment programs in the 
three countries. The ICS' will be headed by an Executive Director appointed by 
consensus, of the parties for a fixed term, and the Executive Director will appoint the 
staff. 

o 	 Each country will also appoint a National Administrative Office (NAO) that will be a 
point of contact between other Commission entities and. national governments and that 
can also consult with the other NAO's to seek and exchange information on labor 
matters. Etch country has a right to determine how its own NAO is staffed, and what 
powers and functions it will have beyond the minimum requirements to serve ;is a point 
of contact for public input and unit for gathering and disseminating information on labor 
matters. ' 

LABOR PRINCIPLES AND OBJECTIVES: The objectives of the agreement include 
promotion of improved labor laws and standards, effective enforcement of ~ese laws, 
encouraging competition based on rising productivity and quality; and the promotion of key labor 
principles that will be set out in an annex. ' 



o 	 These principles include such vital issues as protection ag~nst child labor, the right to 
strike and to bargain collectively, freedom of association, minimum employment 

\ 	 standards, including minimum wages, elimination of employment discrimination, and 
prevention of occupational accidents and diseases. ' 

TRANSPARENCY AND DOMESTIC ENFORCEMENT: Each country undertakes to ensure 
transparency of its laws and to enforce those laws through several means: 

o 	 Publication of laws, regulations and procedures and promotion of public awareness of 
these laws and regulations, so that workers and employers will know their rights and 
responsibilities; , 

o 	 promotion of compliance with laws and enforcement throu~h appropriate tools, including: 

o . 	 appointment and training of inspectors, 

o 	 monitoring and on-site inspections, 

o 	 encoiuragement of voluntary compliance, 

o 	 mandatory reporting, and 

o 	 enforcement actions. 

ACCESS TO FAIR DO:MFSTIC PROCEDURES: The Agreement establishes detailed 
requirements, consistent with U.S. law and process, to assure fair administrative and judicial 
review, including c:ommitments to: . ! ' 

o' 	 provide effective means :for binding domestic enforcement of rights granted under its 
labor laws (including collective bargaining rights) for all groups with a legally recognized 
interest under that country's laws; 

o 	 maintain domestic administrative and judicial proces~s that are independent and 
impartial, comply with due process, allow parties to be heard and present evidence, and 
normally ar,e open. to the public' 

o 	 providing for a right to seek independent review as, appropriate of administrative 
determinati(ms. 

, ' 	 I' . 

o 	 providing a right for those who are parties to a proceOOing to seek remedies for the 
enforcement of labor rights, including remedies, as 'appropriate, from compliance 
agreements to penalties, fines or injunctions. 

ENCOURAGING EFFECTIVE ENFORCEMENT BYGO~: The Agreement 
has several avenues to encourage effective national enforcement: of labor laws: 
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o 	 The ICS will be reporting periodically on labor laws and their enforcement in each 
country; 

o 	 The NAO IS can' also consult and exchange information on enforcement, as well as 
providing illformation to the Council and the rcs; 

o 	 The Council can consult on any labor matter, including enforcement questions on any 
labor law; ! ' 

o 	 An Bvalutllion Committee ofExperts (ECE), composed of independent experts, will be 
convened at the request of any party to examine a matter'involving a pattern of practice; 
the ECE willI report and make recommendations on the matter as it is treated in each of 
the member countries; 

o 	 Dispute Settlement Panels, backed ultimately byfines aMitrade sanctions, can be invoked 
if a party believes that another is demonstrating a persistent pattern of failure to 
effectively ,enforce labor laws. 

The intent of these many processes. is to encourage. voluntarY improvement of enforcement 
through exposure of problems. Trade sanctions are truly a last resort,' since the intent is to 
encourage parties Ito enforce their law, not to eStablish new trade barriers. Canada in fact has 
agreed to make dispute settlement panel judgements on fines and remedial actions automatically 
enforceable in its domestic court, which obviates any need for trade sanctions vis-a:..vis Canada. 

,"':" . 
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NAFfA SUPPLEMENfAL: : 

AGRE]~ ON ENVIRONMENfAL COOPERATION 


HISTORIC UNDli:RTAKING: This is the first environmental agreement negotiated 
specifically to accompany and build on a trade agreement. NAfTA will establish the largest 
market in the world, create jobs in America, and enhance the region's competitiveness. The 
Agreement on Environmental Cooperation will ensure that economic growth is consistent 
with goals of sustainable development. 

NEW INDEPENDENT ORGANIZATION: The Agreement creates a new Commission on· 
Environmental Cooperation. The three countries' top environmeptal offiCials (the EPA 
Administrator for the United States) will comprise the Commission's Council. 

I 

o 	 A Joint Advisory Committee made up of nongovernmentai organizations from all three 
countries will advise the Council in its deliberations. 

o 	 The heart of the Commission is its Secretariat, housed in a single location and 
operating UJlder the direction of an Executive Director ..He will take broad direction 
from the Ccmncil, but maintain a high degree of indepe~dence. 

ENVIRONMENTAL OBLIGATIONS: The NAFfA partners commit themselves to 
undertake important environmental policies regarding· the development, implementation, and 
enforcement of their environmental laws. 

, 

o 	 Countries g·uarantee their citizens access to national courts to, petition governments to 
undertake enforcement actions and to seek redress of harm. 

o 	 Countries will ensure the openness of judicial and administrative proceedings and 
transparent procedures for the creation of environmental laws .and regulations. 

o 	 Canada, Mexico and the United States pledged to ensure that their laws and standards 
continue to provide high levels of environmental protection and to work cooperatively 
in enhancing protections. . 

o 	 They have committed to effectively eriforce those laws,a commitment backed up by a 
dispute settlement process. 



". .. 

o The agreement does not affect the rights of stales and provinces under the NAFTA to 
. 	 , 

maintain standards at levels higher than the federal governments. 

o 	 Countries :are obligated to report. on the stale of their environments, and to promote 

environmental education, scientific research, and techno~ogical development. 


o 	 They will work toward limiting trade in toxic substances that they have banned 

domestically. 


THE COMMISSION'S AGENDA: A major goal of the Commission is to broaden 
cooperative activities among the NAFTA ·partners. The Commission will have an aggressive' 
and important workplan. ' . 

o 	 It will consider the environmental implications of process and production methods; or, 
as the agmement states, "environmental implications of products throughout their 
lifecycles. " 

o 	 It will promote greater public access to information ab~ut hazardous substances (what 
we call "community right-to-know"). 

·0 	 It will consider ways to promote the assessment and mitigation of transboundary 
environme:ntal problems. 

I' 

o 	 The Commission will serve as apoint of enquiry for public concerns about NAFTA's 
effect on the environment, and be an avenue for NAFTA dispute settlement panels to 
obtain en~ironmental expertise when faced with environmental issues. 

PUBLIC PARTICIPATION AND DISPUTE SETTLEMENT: Transparency is the , 
hallmark of the agreement, and citizens of all three countries ,will be free to make 
submissions to the commission on their concerns related to the' full range of environmental . 
issues. 

o 	 The Commission's secretariat will act on submissions appropriately to develop fact­
finding fe]pOrts. The reports will be made public if two of three Parties concur (i.e., 
the complained against party cannot bar publication). :. . 

o 	 The agree'ment creates a consultative process for the Council to discuss issues, 
including those brought to light through the public submission process and the 

. Secretariat's fact-finding activities. 

o 	 Special attention is' given to matters involving non- enforcement of a nation's 

environmental law when consultations fail to resolve tpe matter. 


". ~~~ :".' :'.~' ,~'2J"~ 
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o 	 In the event that one Party considers that another Party has persistently failed to 
effectively enforce its environmental laws (affecting a sector involving traded goods 
or services), the matter may be referred to a dispute settlement panel. 

o 	 The dispuk~ settlement process provides, in the end, for sanctions if countries have 
, failed to correct problems of nonenforcement. ' 

SCOPE: The Agreement has a broad, inclusive scope. 

o 	 Any envir(Jnmental or natural resource issue may be addressed through the work 
program, and any environmental concern or obligation of the agreement may be the 
subject of (:onsultations between parties. 

o 	 Understandably, the realm of issues subject to dispute settlement panels and possible 
sanctions hi more circumscribed, focused on whether the Parties are effectively 
enforcing their environmental laws, and whether that nonenforcement is related to 
trade or competition among the Parties. 

: ; 
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TESTIMONY .OF AMBASSADOR MICHAEL KANTOR 
United States Trade Representative, 

before the House Ways and Means Committee 
September 14, 1993 ' 

, 
THE ADMINISTRATION'S CASE FOR NAFfA 

Mr. Chairman, members of the Committee, I am pleased to appear before you today, 
along with Labor Secretary Reich and EPA Administrator Browner, to set forth the Clinton 
Administration's case for the North American Free Trade !Agreement with the recently 
negotiated suppleinental agreements. Tomorrow, Secretary 'of State Warren Christopher,' 
Secretary of the Treasury lloyd Bentsen and I will appear before the Senate Finance Committee 
·to supplement the presentation today. These two days of hearings will leave no doubi why the 
apl'roval of NAFI'A is strongly in the 'national interest. ; . ' 

NAFfA and the Administration's Economic Strategy 

Against a background of intense debate, a mountain of misinformation, and considerable 
hyperbole, it is important to remember NAFTA really does a very simple thing. It eliminates 
over time tariffs 3Jlld non-tariff barriers among the United StateS, Mexico and Canada, creating 
the world's largest market:' 370 million people and $6.5 trillion of producti()n. 

, That vast new market makes us more competitive against Europe and Japan and will 
result in the creation of new jobs. And it is a vital element of the Preside"'t's overall economic 
strategy. 

President Clinton and this Administration are committed to building the strongest, most 
productive, most c;ompetitive economy in the world. By doing so, we will expand high wage 
and high skill job opportunities for United States workers and for their children who will be 
entering the work force~ 

We are finally facing the fact that our economy, as well as the global economy, is 
changing. i 

As all of you are ail too 
" 

aware, over the last twentY years, real 'wages and job 
opportunities for unskilled· workers in manufacturing have declined. But at the· same time, 
technological advances have made American workers mo~ productive. Technology has 
revolutionized the world, as well. Our economy is no longer self-contained. We compete in a 
global economy, ~Nhere capital and technology are mobile. These trends are here to stay. The 
question is not whether we adapt to them, but how. 

1 
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Our economic strategy started with the President's economic package: putting our 
economic house in order by attackirig the budget deficit, ~creasing public and private 
investment, and undoing some of the unfairness in the tax code by making upper income 
taxpayers pay their fair share of the burden. We are beginning to see the benefits of Congress's 
approval of the package last month: interest rates at a thirty ;year low, job creation and a 
growing economy. 

Our drive for health care reform is fundamentally motivated by the desire to secure for 
every American access to the health care that they and their families need. But the soaring cost 
of health care also makes our strongest corporations uncompetitive and threatens the existence 
of many small businesses. Similarly, our initiative to reinvent government is intended to make 
government more effective and accessible, but· it will also: reduce the size and cost of 
government, freeing up resourceS that can be used for productive investment. 

These initiatives - along with welfare reform, changes lin education, worker' traiiUng, 
investing in technology - all work in pursuit ofthe same objecQve: to build a more productive 
and competitive economy. ' 

Our trade })olicy, including NAFTA, is an essential part ofthat strategy. Since we are 
producing more with fewer workers, opening up new markets is the key to new job creation and 
economic growth.. Closing ourselves off from the world does nothing to improve our 
competitiveness and only deprives us of new economic opportunities. As President Clinton has 
said, we must compete, not retreat behind OUf bOrders. 

, 

.~s is, of course, precisely what our competitors are doing. The European Community 
is expanding trade with Eastern Europe and the countries of the former Soviet Union. Japan is 
searching out new opportuniti~ in China, Malaysia, Ifldonesia and the rest of Asia~ . 

In this intensely competitive global economy, NAFTA presents an opportunity to 
.compete freely in a vast new market: 90, million people in Mexico, in a fast growing area, 
hungry for U.S. goods. It is also a step to an even larger market - 400 ,million people 
throughout Central· and South America and ,the Carib~. 

The United States seeks to open markets everywhere and 'trade and compete worldwide. 
We have nearly $200 billion each year in two-way trade with tlle EC; through APEC, we seek 
expanded trade with the rapidly growing nations of Asia. Jap3.ll is a major market for U.S. 
products, despite the major and persistent barriers that we are committed to breaking doWn. 
Completing the Uruguay Round - taking down tariff and non~tariff barriers worldwide, and 
writing new rules for. the international trading system -- remains a top priority. for us. 

But it is no accident that Canada is our number one trading partner, despite having a 
population ofonly 27 million, and Mexico has become our thinf leading trading partner, despite 
its historic policY.I)f maintaining a closed economy. Shared..borders and geographical proximity 
do matter, even in this globalized economy. 
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And we have a natural advantage, and a great opportunity, to expand trade' and 
investment with Mexico, and then with the rest of Central and Latin America and the Caribbean. 
Many of those countries have chosen, mrecent years, to cast off the controls on their economies 
and the shackles on their JX>litical systems. They took these 'steps at the urging of the United 
States. ' 

, , 

Tariffs have fallen and non-:tariffbarriers have been reduced. Since 1989, U.S. exJX>rts 
to Latin America and the Caribbean increased over 50 percent and are growing at over twice 
the rate of U .S.exJX>rts to the rest of the world, making this region our second fastest growing 
market. They have become a growing market for U.S. products; i~3 %ofLatin American imJX>rts 
come from the United States. ~ , 

Chile, Verlezuela, Argentina and many other nations are intently followirig the NAFfA 
debate. The JX>ssibility of NAFfA accession provides an ~centive for further trade and' 
investment libera1ization in the region. The decision to reject NAFfA would have profoundly 
'negative economic and JX>litica1 consequences throughout the hemisphere., . 

, , 

The companies, farmers and workers of the United States are world-class competitors. 
We lead the world in everything from airplanes and computers, to wheat and soybeans. Without 
fanfare, and with much pain from adjustment, we have returned to being a world class 
manufacturer of automobiles arid steel. We have regained our JX>sition as the world's leading 
eXJX>rter. But expanding our access to markets and assuring that the markets of other nations 
are as open to our goods and services as ours are to theirs is absolutely critical to our success 
at creating econolmc growth and jobs. 

Indeed, Ollie of the reasons this administration sUpJX>rts this agreement so strongly is that 
we have heard from U.S. workers and businesses so many positive stories of how they are 
benefiting from bade with Mexico and expect to expand those'Opportunities with NAFfA.' 

, I 

Recently ][ visited the Atlanta Saw Company, a small, 80 percent employee-owned 
company that employs 240 people making high quality saw bladeS. In 1975, Atlanta Saw entered 
into a joint venture to manufacture in Mexico as the only mea:ns of accessing that market due 
to the existence of a 40% tariff on their products. As tariffs have dropped over the past few 
years, Atlanta Saw's exJX>rts to Mexico have increased sixfold. More importantly, with the 
NAFfA, the company intends to close down its joint venture and concentrate all its production 
in Atlanta, which will create jobs for Atlanta. 

Or consider Quaker Fabric Corporation, located inF~ River, MaSsachusetts, which 
manufactures upbolstery fabric for the furniture industry. Over the last two years, Quaker's 
Mexican eXJX>rt operation has created 125 new jobs mFall Ri~er. The NAFfA will eliminate 
the 15% duty tbat Quaker is currently paying which will 'make the company even more 
competitive in thelt market. 

These a,re just a couple of examples of what busin~ses and workers experience now 

3 



when trying to trade with Mexico: excitement with the· great ;opportunities in a huge, fast­
growing market of 90 million people that is hungry for U.S. goods; and the frustration that 
comes from having those opportunities limited with high tariffs .and non-tariff barriers. 

In the new 1~loba1 economy, there are challenges and risks~ as well as great opportunities. 
I am confident that American workers are up to that challenge -- 'and will reap the benefits. One 
reason I am so confident is that we are not going into NAFfA blindly. We do not have to 
speculate about the results from this change; we have gone thr~ugh a seven year trial run. 

Job Growth. and Trade with Mexico 

Starting iri .1986,. Mexico, recognizing that its economic policies had been disastrous, began to 
lower trade arid investment barriers. The results have been draniatic. for the United States:, 

• l:;'rom 1987 to 1992, we transformed a $5.7 billion .trade deficit with Mexico 
into a $5.4 billion trade surplus. 

• U.S. exports to Mexico increased fiom$12.4 billion in 1986 to $40.6 billion 
in 1992, with increases coming across the board, from"computers to services to 
agricuI.ture. '. 

• Mexico has become our third leading export market, and our second leading 
market for manufactured exports ($34.5 billion) and our third largest market for 
agricultural products ($3.7 billion). . 

• 84 % of this growth in exports has been exports for Mexican consumption. 

• 400,000 U.S. jobs ~lated to exports to Mexico were created. 

The success of the past seven years has occurred even ~ough Mexican trade barriers ­
tariff and non-tariff - remain far higher than ours. Bringing down the remaining barriers, 
which is what NAFfA does, will ensure continued growth of U.S. exports ~ Mexico, which 
have been such a bright spot in our economic picture for the past seven years. . 

Virtually e,,~ responsible study - and there have been over two dozen - concludes th~t 
NAFfA will produce a net g@.in in jobs or an increase in real wages in the United States. The 
consensus is that with NAFfA, an additiona1200,000 jobs related· to exports will be created in 
the U.S. by 1995. While the studies acknowledge that there. will be some jobs lost in certain 
sectors, they agree. that the jobs lost will be a relatively small nuqtber compared to the jobs that 
are lost in the United States overall, because of defenSe conversion, corporate downsizing, and 
technological change. This is true because Mexico's economy is;only one-twentieth the size of 
ours and our tariff and .non~tariff barriers are already low.. 
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On September I, 284 economists, including 12 of the living American Nobel laureate 
economists, wrote to the President saying: I 

While we olay not agree on the precise employment impact of NAFTA, we do 
. concur that the agreement will be a net positive for the' United States, both in 
terms of employment creation and overall economic growth. Specifically, the 
assertions thatNAFTA will spur an exodus of U.S. jobs to Mexico are without 
basis. Mexican trade has resulted in net job creation in ~e U.S. in the past, and 
there is no evidence that this trend will not continue when NAFT A is enacted. 
Moreover, beyond employment gains an open trade relationship directly benefits 
all consum(~rs:. . 

Despite the overwhelming evidence, some have argued that 5.9 million U.S. jobs are "at 
risk" if NAFfA is adopted. They got that number simply by Calculating the number of U.S. ' 
jobs in industries where wages account for more than 20% of the value of output. It includes 
high wage, high skill sectors such as sonar equipment, aeroSpace, medical equipment and 
telecommunications where credible studies agree that there will be a future job gain due to. 
NAFTA. It also indudes non-traded sectors, such as bakers, which do not compete with Mexico 
~~ . 

, 
We believe the critics are looking at the future through a rear view mirror. To the extent 

that there has beetll job loss to Mexico, it is precisely because of trade distortions in the current 
trade relationship with Mexico, which we seek to change through NAFfA. 

1 , . 

NAFfAand the Status Quo 

The status quo in our trade relationship with Mexico is, quite simply, unacceptable. 
NAFTA will level the playing field for U.S. workers. It makes the rules fair and ends an 
unbalanced trading relationship th~ has existed between the Ur¥ted States and Mexico that has 
worked to disadvantage U.S. companies and workers producing in the United. States. 

, 

Historically, Mexico has been a closed, state-controlled economy. To shield its industry 
and agriculture fmm competition, it relied on tariffs as high as, 100% and a full range of non­
tariffbarriers, including domestic content requirements, restrictiohs on investment, performance 
requirements to keep out exports, and import licensing requil.-ements. The result was that 
Mexico was largelly closed to imports. Its economy was characterized by inefficient, protected 

. producers, which contributed to widespread poverty and did not serve the interests of Mexico's 
people. 

Perhaps the closed Mexican economy reflected the histOrical Mexican mistrust of, and 
antagonism toward, the United States. For whatever reason, Mexico remained largely closed' e to U.S. business until U.S. and Mexican law combined to produce the maquiladora program. 
But this program hardly resulted in an open Mexican market. 

S 
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. The maquiladora program resulted in trade preferences and incentives for companies to 
. locate·assembly plants in Mexico to produce for the U.S. market. It gave products assembled 
in Mexico these preferences while at the same time maintaining all of Mexico's trade and 
investment barriel'S. In fact, these maquiladora plants were not allowed to sell in the Mexican 
market. The progtam thus created an artificial "export platform" in Mexico, with products 
assembled in maquiladora plants being required to be exported to the U.S. By 1992, there were 
over 2,000 maquiladora factories operating in Mexico, the overwhelming number of which were 
established by U.S ,. and Mexican corporations, employirig.more than 400,000 Mexican workers. 

In addition, Mexican import protection and rules requiririg firms selling in the Mexican 
market to locate in. Mexico made it difficult if no.t impossible for firms producing in the U.S. 
to sell into Mexico... Non-tariffbarriers -licensing, citizenship requirements, and a host of other 

. regulations were €',specially hard on small businesses in the U.S., which do not have the 
resources to navig~ltethrough the bureaucratic maze in Mexico.; : ' 

The result (.f the maquiladora program and Mexican protection has been to distort U.S.­
Mexican trade, limiting exports from the U.S. to Mexico and exaggerating exports from Mexico. 
to the U.S. NAFfA transforms the situation by opening Mexico's market and eliminating the 
distortions created by the maquiladora program. Under NAFfA,; Mexico eliminates its import 
protection and the maquiladora program is also effectively eliminated, permitting firms to sell 
in the Mexican market without restriction. . 

Much of the opposition to NAFfA reflects justifiable concern· about the policies of the 
past that have disadvantaged U.S. workers. Despite Mexican progress involuntarily opening 
markets, Mexican tariffs remain, on the average, 2.5 times high1er than ours. By CQntrast, over 
50% of our imports from Mexico already enter duty-free. Our average tariff on imPorts is only
4%. .

. 'I: 

Mexico currently has no obligation to continue recent rriarket-opening moves oil which 
. . .! 

thousands of U.S. jobs already depend. NAFfA will not only lo¢k in current access but expand 
that access. . 

. NAFI'A will require relatively little change on .our part '- while requiring Mexi~ to 
sweep away decades of protectionism and overregulation. NAFrA will eliminate espeCially 
burdensome tariff.') and non-tariff barriers in a number of key sectors where the U.S. is 
competitive vis-a-vis Mexico, such as autos and agriculture. 

'. i' 

NAFfA lets U.S. workers compete on a level playing field with fair rules. And we are 
confident, in thoSe circumstances,. U.S. workers will succeed. . 

Major Features and Benefits of NAn'A 

Reduction. of Mexican 'Tariffs: Under NAFfA, half of all U.S. exports to Mexico 
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become eligible for zero Mexican tariffs when NAFfA takes effect on January 1, 1994. Those 
exports which will be t3.rlff-free include some, of our most competitive products, such as 
semiconductors and computers, machine tools, aerospace equipment, telecommunications 
equipment, electromc equipment, and medical devices. Within the first five years after NAFfA's 
implementation, two-thirds of U.S. industrial exports will enter Mexico duty-free. That makes 
U.S. products more competitive. . 

Looking at the reQuction in Mexican tariffs required by NAFfA, the major' companies 
of the computer industry, including Apple, Hewlett-Packard, Sun Microsystems, ffiM, and 
Compaq wrote on .rune 11: 

, One of. the concerns often expressed about the NAFfA'is that it will result in 
production and jobs moving from the United States to Mexico. For the computer 
industry, just the opposite is true. Today, U.S. tariffs on ,computer and computer 
parts are 3.9% and 0%. Mexican tariffs on the same products range from 10­
20%. The NAFfA will reduce those Mexican tariffs and, make it more economic 
and efficielllt to serve the Mexican market through exports from the U.S. . r . 

, The NAFfA will also foster Mexican economic development in a way that will 
increase the ability of Mexican buSiness and consumers to purchase our products. 
With the sharply reduced Mexican tariff structure, the NAFfA means increased 
opportunity, increased U.S. production and an increase in U.S. jobs. 

I 

Removing Mexican non-tariffbarriers. NAFfA reduces or eliminates numerous Mexican 
non-:tariff·barriers which today require U.S. companies to inveSt in Mexico or manufacture in 
Mexico in order to supply the Mexican market. For example, NAFfA will eliminate the 
requirements that force U.S. companies to purchase Mexican goods instead of U.S.-made 
equipment and components. Moreover, NAFfA abolishes tile requirements that force our 
companies to export their production, usually to the United States, instead of selling directly into 
the Mexican market. Requirements that make U.S. companies produce in Mexico in order to 

, sell there will also be phased out. 

Opening up Trade in Services. NAFfA will open new inarketsfor the delivery ofU.S. 
services to Mexico and Canada, where service companies are already large and growing. 
NAFfA will allow U.S. service firms to provide their services directly from the United States· 
on a non-discriminatory b8.$is, with any exceptions clearly sPelled out. Furthermore, U.S. 
service companies will' benefit from the right to establish, if they so choose, in Mexico or 
Canada. NAFfA opens the Mexican market to U.S. bus and trucking firms, financial service 
'providers, and insurance and enhanced telecommunications co~panies, among others. ' 

Protecting U.S. COJlYrlghts. patents and trademarks. , NAFfA will ensure a high level 
of protecti~nundc!r.Mexican law. for. U.S. owners of patentsrcopyrights, trademarks, trade 
secrets, and ink:grated circuits, including strong safeguards for computer programs, 

I • 
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pharmaceutical inventions and sound recordings. NAFTA obligates both Mexico and Canada 
to. enforce intellectual property rights against infringement, both internally and at the border. 
By protecting inte]Jectual property rights, NAFTA will increase trade and diminish losses from 
counterfeiting and piracy. 

U.S.·motionpictures, music and sound recordings, software, book publishing and other 
creative industries lead the world, and are crucial to the high-wage economy that we intend to 
build. The copyright industries are one of the largest and fastest growing segments of the U.S. 
economy, employing 5% of the U.S. work force, and exporting, by a conservative estimate, $34 
billion in 1990. :Eric Smith, Executive Director and General 'Counsel of the International ' 
Intellectual Property Alliance recently wrote: ' : . 

We expect growth of this magnitude to continue -- aided not insignificantly by the 
opening of new foreign markets previously closed or ;limited (as a practical 
matter) due to piracy. Mexico is one of these markets andl piracy is also .very high 
throughout Latin America. ' 

In short, NAFf A will bea key engine of growth in our: ~dustry. 

The Benefit to Small Business. I have noted the statements of several sectors citing the 
. benefits which will result from NAFTA; that sentiment is widely held in the business 

community, by businesses large and small. Indeed, small buSinesses' stand to be among the 
major beneficiaries of NAFfA. Small businesses are not well-equipped to employ 'attorneys and 
other professionals to Wrestle with the tariffand. ~ceJlsmg7i~~.~lJleJl~:~11!~~.p~ntly bloc,k 
the way to the Mexican market. With tariffs reduced or elinlinated, and non-tariff barriers 
coming down, U.S. small business, which makes up a growing share of U.S. exports, will be 
able to sell into the Mexican market. 

Winners from NAFrAt We expect that our exports of a broad range of products and 
services will significantly increase well beyond levels that were expected without the agreement. 
Among them are: 

TelecommuniCtllions: NAFfA will eliminate duties on 80% of U.S. exports 
immediately, and virtually all will be duty-free Within five years. Mexico is our 
second largest market, and plans to spend $13 billion over the next decade to 
modernize its telecomm~nications system.' , 

AUlOS IJ!ld auto parts: access to the Mexican auto'market is severely restricted by 
its Auto Decree; This will be phased out under the NAFfA, and tariff reductions 
begun immediately. With NAFfA, Mexican tariffs will immediately be removed 
on light trucks and cut in half on passenger cars. Within 5 years, duties on three­
quarters of U.S.. parts ~xportsto Mexico will ~ eli~ted. 

t "<"'······' .. 
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The benefits of removing non-tariff barriers Will be substantial for the auto 
industry. A maze of Mexican restrictions prevent the export of autos from the 
u.s. For instance, today there is a "trade balancing requirement" that pe~ts 
a company to export an automobile into Mexico~ only if, it exports the dollar 
equivalent of two out of Mexico.' NAFrA changes that trade balancing 
requirement immediately, making the ratio .8 to 1 instead of 2 to 1. This is 
further reduced in s~ges and completely eli~ated in 2004. Local content 
reqlUirements will be eliminated as well. 

Today, the' Big Three auto companies export! only 1000 cars annually into 
Merico. The Big Three believe they will be able to export 60,000 automobiles 
to Mexico in the first year that NAFrA takes effect. 

Wood and paperproducts: for the last five years, 'over 60 percent of the growth . 
in the U.S. pulp and paper industry was due to e~panded exports. The D.S. is 
well-endowed with the resources, that have made it the largest and most modem 
producer in the world; Mexico, on the other hand, lacks the resources to support 
a large domestic industry. Wages in this sector are among ,the highest in the U.S. 

, 
, 

Financial services: U.S. banks and securities firms will be permitted to establish 
wholly-owned subsidiaries and engage in the same operations as Mexican firms. 

i r 

Insurance: U.S. firms will obtain' the right to eStablish or acqum;- firms in the 
$3.$ billion dollars Mexican insurance market. ' 

Agiicultural products: overall, agricultural exports, are expected to be $2.0 to 
$2.$ billion higher per year due to the NAFrA. Wheat and soybean exports will 
groW by 20 percent, com by 60 percent. Pork and hog exports will double, beef 
mote than triple above 1991 levels. Other sectors benefitting include processed 
foods; Mexican imports grew 27 percent in 1992, with substantial growth in 
processed meats, poultry, beverages and oils. Mexico has the world's second 
higlilest per-capita consumption of soft drinks. " 

NAFrA will also create winners in some surprising areas: 

Steel: The United States has a growing steel trade surplus with Mexico; with the 
1992 surplus Qf $655 million four times the 1989: ~eve1. During the same period, 
steel mill exports have tripled to 1.3 million tons~ , 

Dairy: Mexico is the world's largest importer of milk powder, U. S. exports are 
expected to increase by 50 percent, with a 15 percent increase for other dairy 
exports. ' 

Textiles andApparel: United States exports to M~Xico'of ~xtiles and apparel have 
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increased 25 percent each year since 1986, and by' 63 percent from 1990 to 1992. 
Exports now total $1.5 billion. While some exports are assembled for re­
shipment to the United States, a larger amount are consumed in Mexico; in 1992 

r 

we had a surpllJs in textiles and apparel trade of $81 million. 

Change and new competition will be challenging for some~ For the most sensitive sectors, 
NAFrA provides an extended transition period to allow manufacturers and workers sufficient 
time to meet new competitive chatlenges. Products with the lo~gest phase-out periods include 
household glassware, ceramic tile, most rubber footwear, canned tuna and brooms made from 
broomcorn. : , . 

The Supplemental Agreements on Labor and the Environnu'i~t 

President Clinton endorsed NAFf A last October during the campaign in a speeCh at 

North Carolina State University, but he also set out a series of,principles which he wanted to 

see incorporated hlto supplemental agreements and related initiatives. 


He made a promise to the American people which he has today kept: that he would make 

sure economic growth with Mexico did not come at the expense of the environment or workers' 

rights, and that we: would be protected from the possibility of import surges. 


! , 

. This morniing, President Clinton, Prime Minister Campbell, and President Salinas signed 

historic agreements on environmental and labor cooperationJ .In addition, Mexican Trade 

Secretary Jaime S:erra, Canadian Minister of International Trade Tom Hockin and I have 

concluded the negotiation of an understanding on import surges!. 


These Agreements are ground'-brealdng. The fundamental objectives of the labor and 
environment agreements are to work cooperatively to improve conditions for labor and the 


.. environment throughout North America and to improve national enforcement of national laws 

relating to labor arid the environment. They commit all three naf;ions to fair, open and equitable 

administrative and judicial processes for the enforcement of environmental and labor laws. 

Each establishes a Commission, headed by a cabinet-;-level representative of each 

government, which will make sure that the concerns of labor and of the environment have, no 

less attention than that accorded in NAFf A to trade issues. ' 


. . . 

The Commissions will provide the first trinational forum for addressing environmental 
and labor problems facing this continent. For example, the environmental commissions can look 
at the spectrum ofenvironmental issues from migratory and endangered species to tfansboundary 
pollution, to advising the NAFrA Commission on disputes on health restrictions. The labor 
commission will work on matters from worker safety, to worker rights, to improVed protection 
against child labor abuses arid. improving competitiveness and productivity. 
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The Cabinc!t officials will carry out their new responsibilities with the support of a 
secretariat, and the Commissions will be able to draw on private expertise as well. The 
environmental sec1'etariat will be centrally located; the labor sec~tariat will consist of national 
sections in each ccmntry. ' ' 

To encourage improVed enforcement, each of the agreements provides a means by which 
there can be an independent, objective evaluation and report on the effectiveness of national 
enforcement of na,tional laws in the environmental and labor areas: by the secretariat (in the 
case of the envirorlmental agreement) and by an Evaluation Committees of Experts (in the labor 
agreement). ' 

,The agreements also provide for dispute settlement mthe event of a persistent pattern of , 
failure to effectively enforce national laws. Where consultations fail to resolve, such' disputes, 
a neutral panel of independent experts would be established by a, two-thirds vote of the parties.. 
Ultimately, if a panel found that there was such a persistent pattern, and if a party failed to 
remedy the matter, then there could be fines and trade sanctions., Canada has agreed, in lieu 
of trade sanctions,. to make assessments and other panel-ordered remedies fully enforcCable by 
the Commission in Canadian courts. ':: 

The Import Surge Agreement will complement th~ NAFfA by improving the 
effectiveness of safeguard provisions that allow action against imports that might cause or 
threaten serious injury to a domestic mdustry including ~e workers of that industry. 

These supplemental agreements strengthen NAFfA, and represent • an unprecedented 
commitment to cooperate on these issues in connection with a trade agreement. 

Border Cleanup Efforts 

When the President announced his conditional support for the NAFT A in Raleigh last 
October, he also raised the problem of pollution along our, southern border and made a 
commitment to address the issue. The NAFfA did not cause these problems, but it does provide 
an occasion to address ,them. 

Although negotiators have not yet begun work on the language of a text, we have reached 
a basic agreement with Mexico on a new institutional structure to promote effective coordination 
of border infrastructure proj~ts. A hallmark of the institution will be a transparent process 
which incorporates the views of local residents and non-government organizations. Initially, the 

, institution will focus ()n projects addressing the serious waste water treatment and water pollution 
problems along the border. The institution will provide assistance on both the technical and ' 
,financial aspects of the projects. ' , 

The institution will work to mobilize multiple ,sources 'of fmancing, depending on the 
nature of the individual project, although it will not itself offer bonds 'initially. To the extent 
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possible it will tum flist to the private sector, and then as n¢Cessary to direct government 
support (loans, gr'cUl~ or guarantees at the federal, state and; local h!vel), and a border 
environmental financing facility. 

The Administration's proposal for improvmg the border environment would mobilize 
around $8 billion over the next decade from the following sources: 

• 	 $2 billion from resources currently a~ailable for the border states (e.g., state and 
fedeJ'al grants for the colonias, EPA state revolving funds, and tax exempt bond 
issues; 

• 	 ,$4 billion generated by a new joint financing: mechanism that, with equal 
contJibutions from the U.S. and Mexico, will be able to leverage participation 

, I 	 ' ,

from the private sector to finance pressing water quality projects that directly 
benefit the United States, and; 

• 	 $2 billion in proposed financing for Mexico from the World Bank and the, Inter­
American Development Bank that would complement the Administration's new 
approach. 

The new joint financing mechanism will be under the auspiCe$ of the Border Environment 
Administration, a new institution that will be structured to improve the participation of the local 

. communities along the border. Of the $4 billion, 50 percent will be:financed through grants from 
both the U.S. and Mexico and 50 percent through debt. User f~ will be used to flnance tJ:le 
operations and maiintenance costs as well as, where possible, dePt service. A new facility, the 
Border EnVironment Financing Facility will be the principal source of debt financing. It will be 
capitalized to sUppOrt $2 billion in lending or guarantees to the Government of Mexico or the 
private sector. The U.S. share of this capitalization is expected to be $225 million over 4 years. 
EPA will be responsible for the grant(firuincing for the U.S; contribution to the projects, up to 
50 percent of the grant or $700 million over the next decade. :This amount will come from 
existing resources allocated to the border region. (EPA may also seek authority to provide partial 
guarantees to projects, if needed.) 

Worker Adjustment and Retraining 
i I 

Although virtually every study shows NAFr A will produCe a net gain in employment 'in 
the United· States, there will be some workers who lose their jOQs as a result of NAFfA. The 
AdministratiQn is fully committed to a new comprehensive, worker adjustment program that will 
seek to ensure that no job loser will face unaided the challenge of 3.dapting to economic change, 
whatever its cause. 

The program, will make available and provide funding for a wid~. range of effective re­
employment servi~..s to all dislocated workers, whether the cause of dislocation is defense 
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downsizing, technology, trade, or any other source of economic turbulence. The re-employment 
services to be offered include job search assistance, quality training, and income support. The 
Administration will soon introduce legislation to authorize this new comprehensive program and 
will seek Congressional approval this. year. . ! 

• I 
! , 

Funding Requirements for NAFfA 

The Administration recognizes that implementing. NAFT A will have costs for the federal 
government. The toouced tariff revenue, as required under the Budget Enforcement Act, must 
be offset. Under the Administration's proposal to create a Border Environmental Administration 
(BBA), one of its financing mechanisms (the Border Environmental Financing Facility) will also 
require contributions from. the United States, although it will rely primarily on private sector 
funding. Funding will also be required to assure benefits to w~r~ers who lose their jobs as a' 
result of NAFfA. The labor and environment. commissions wilJ. require modest, funding for 

, staffing and operations. 

The Adminilstration believes that the implementation of ~AFfA will expand the U.S. 
economy (i.e., increase income) over time, bringing in additioDaI revenues through existing 
taxes. Using curn'mt economic studies of NAFfA's effect on the U.S. economy, additional 
federal revenues in the near term could average $6 billion. Under the Budget Enforcement Act, 
however, only the direct effects of legislation (Le., the loss of revenueS through reduction in 
tariffs) on the fedei:al budget are considered. The reduction in: revenues will be, on average 
$500 million a year. As part of the cooperativepr~~J;~,P(,de~eloping tlte,legisla.tion to 
implement NAFfA, the Administration will consult with the Congress over the neit few weeks 
to develop appropriate measures for ensuring that this minimal loss. of revenue will not increase 
the U.S. budget deficit. , . 

Responding to the Opposition 

NAFfA was negotiated by a Republican President and e~dorsed, and strengthened, by 
his Democratic suCCessor. More than 40 of the nation's governors - Republican and Democratic 
-- support NAFfA, and they are the government officials with the most direct responsibility for 
economic development. Virtually everyone involved in business, large and small, across the 
board, supports NAFTA. Yet it is no secret that NAFfA is bitterly controversial; that the 
opponents are weU-..organized. and strongly committed; and that their argumentS have been 
resonating with people across the country. 

NAFfA comes along at a time of great economic insecurity in this country. Bill Clinton 
became President because he had a plan to address weaknesses in our economy, reflecting 20 
years in which we followed misguided economic policies and neglected the foundation of our o economic strength.. Jobs have been lost; our manufacturing b~ dld go through a period of 
serious erosion; the fact that many companies did move offshor~ lends a touch of vivid reality 

\ 
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to the frightening arguments of the opponents. But many of the opponents have been playing 
fast and loose with the facts, dealing with a- complex issue through a combination of 
inaccuracies, misleading statements~ and outright falsehoods. It: is time to puncture the myths 
that opponents of NAFfA are trafficking in. I have already tried to dispel some misinformation 
today, but I wanted to cover a few other areas. ­

1. U.S. workers can compete successfully with workers from lo'K! ,wage countries, and they do. 

The premise ofNAFfA's opponents'is that U.S. workers cannot compete with low wage 
countries like Mexi.co. In fact, Mexican wages are not as low as critics indicate and have risen 
substantially since 1989. Wages for manufacturingjobs in Mexico have more than doubled in 

- dollar terms since 1987. Furthermore, the numbers used by critics don't always indicate the level 
-of benefits Mexican workers received beyond wages. ! ­

But more importantly, wages are only one- factor in comPeting. We compete based on 
the productivity and the skills of our wQrkers, the excellence of our products and services, and 
the strength of our transportation and communications system. That is the formula for success 
that Germany and Japan have followed, and that is the natural path for our country. To 
illustrate just how those factors come together to determine competitive success: despite the wage 
differential, it actually costs less to sell in the United States an automobile built in Michigan than 
an automobile built: in Mexico. 

It was certainly hard for U.S. workers to compete when Mexico's markets were largely 
closed to our products, as they were prior to 1986. But since Mexico began opening its 
markets, the U.S. trade surplus with Mexico, the dramatic increase in exports, and the 400,000 
jobs created as a ",,suIt of exports to Mexico, demonstrate just how well we can compete. 

2. The U.S. deriw-s great benefits frOm breaking down the /J(lrriers to the_Mexican market. 
- , 

The opponents also argue that we have little to gain from 'access to the Mexican market, 
since Mexico is a poor country. Nothing could be further from the truth. Mexico is one of the 
fastest growing economies in the world. It has already become our third largest export market. 
Mexicans are great: purchasers of U.S~products; 70% of all Mexican imports come from the 
United States. F.a!:h Mexican on the average purchased more than $450 worth of U.S. made 
products. By contrast, the average Japanese spent $385 on U.S~ 'products; despite the fact that 
Japanese incomes average five times as much as average Mexican' fucomes. As Mexico becomes 
a wealthier nation, under NAFfA, their imports from us will oDIy rise. Mexico is projected, 
for instance, to be the fastest growing major market for automobiles, at just the time when the 
U.S. auto industry has dramatically cut costs and lifted quality. --I 

Moreover, 'we s~ould understand the likely nature of Mexico's growth in the coming 
years. Driven by the determination to move from the third world to the first world in a decade, 
Mexico plans to spend billions of_dollars to build the infrastru~re of.a modem state. It will 
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be investing in roads and highways, ports, major construction, power generating equipment, 
telecommunications, environmental protection technology, and countless other projects. 

i 

There is nothing theoretical about these possibilities. In 1992, Mexico spent $2.3 billion 
on telecommunications equipment alone, nearly 50% of which went to U.S. products. Mexico 

, plans to spend $13 billion by the decade's end on telecommunications alone. 

Today, thanks to the good relations of the past seVen years,: and the cooperative work on 
NAFfA, Mexico looks first to the United States as a likely p3rtner in building a modem 
infrastructure. If we pass NAFfA, and build on the positive trading relationship, we will be 
ideally positioned to increase exports to Mexico - in all areas"':' as Mexico modernizes and 

..' 	becomes a wealthier nation. Ifwe reject it, we can be sure that Mexico can find other countries 
as partners in trade and investment, such as the EC and Japan. : It is worth remembering that 
until recently, Germany and France were Mexico's preferred providers of telecommunications' 
equipment. ' , , 

3. NAFIA sajegUilTds the right ofthe U.S. Government and our stales to maintain and enforce 
strong environmental, health and safety standards, and NAFIA and;the SupplementalAgreements 
containprovisions to encourage improved standards and enforce~nt throughout North America. 

Next to arguments about possible job losses, no issue has been more emotional in the ' 
debate than the unfounded charge by opponents that NAFfA undermines the ability of the U.S. 
government, and the states, to establish and enforce their ~nviropmental, health or safety laws 
and maintain high standards. Opponents repeatedly raise the Specter, of Mexican fruits and 
vegetables covered with DDT or other prohibited pesticide residues, and wrongly suggest that 
we will not be able to stop their implementation. ' 

i 1 

The combination of disinfonnation and playing on people's fears does NAFfA opponents 
no credit. NAFfA does not require the federal government to lower its environmental, health 
and safety standards. Indeed, NAFfA makes explicit that each: government may establish the 
levels of protectiOIl1 for human, animal or plant life or health that the government considers to 
be appropriate and that any work under the NAFfA to make standards compatible among the 
three countries is to be done "without reducing the level of safety or of protection of human, 
animal or plant life: or health, the environment or consumers." Moreover, under the NAFTA, 
state and local laws are free to differ from federal laws" and can' be more stringent than· those 

, laws. 	 ; , . 

Another favorite scare tactic of NAFfA opponents is to claim that NAFT A will require 
us (or our states) to adopt international standards. 'In fact, the NAFfA explicitly provides, in 
Article 713, that a party can maintain measures more stringent than international standards. 

. 	 ' 

While granting ..the 'federal government and the states brOad discretion to set their own 
environmental, health and safety standards, NAFfA does require governments to meet certain 

. 	 ' , 
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elementary requirements when applying laws and regulations to achieve the government's chosen 
levels of protection in order to" safeguard against blatant trade protectionism in the guise of a 
health regulation. For example, NAFf A requires that the sanitary or phytosanitary measure 
used have a scientific basis and be based on a risk assessment appropriate to the circumstances. 
This is a reasonable requirement. (The term "sanitary or phytosanitary measure" is the technical 
term for laws and regulations to protect human, animal or plant . life or health from such risks 
as plant or animal pests or diseases or from contaminants in f~.) 

Our trading partners have repeatedly sought to exclude perfectly safe U.S. products from 
their markets by Citing false "health" pretexts. The NAFfA Will help ensure that they cannot 
unfairly exclude U~S. exports. At the same time, the NAFfA obligations do not threaten U.S. 
sanitary and phytosanitary measures, since our regulatory system and that of our states already 
meet the NAFfA requirements. ,I 

Consequently, and contrary to the claims' of its opponents, NAFf A poses no thieat to 
such U.S. laws as the Delaney. Clause. (Under the Delaney Clause, Congress has decided that 
zero tolerance"is the acceptable level of risk from carcinogenic ,residues.) That is a judgment, 
we are free to make under the NAFfA, which expressly allows each country to choose the level 
of risk it will accept in sanitary and phytosanitary measures. ' 

Far from weakening environmental, health and safety standards, the NAFf A and the 
supplemental agreements affirmatively encourage our three countries to improve and enhance 
protection of heallth, safety and the environment. The supplemental agreement requires the 

. signatories to "ensure that [their] laws and regulations provide for high levels of environmental 
protection" and to "strive to improve them", and creates a framework for working cooperatively 
to harmonize ow' standards upwards. It also ~ntain commitments for effective domestic 
enforcement of environmental and labor health and safety laws~ .as well as a dispute settlement 
system, backed u1timately by the possibility of trade sanctions, to expose and remedy problems 
of weak enforcement of such laws. 

In short, it is clear that' we are far better off in the effort to improve protection of the 
environment, health and safety with the NAFfA. 

4. Rejet;ting NAl'TA will not lead to a ·better deal. • " 

Some NA1n' A opponents say that we should reject NAFfA and renegotiate a better deal. 
We intend to show that ~AFfA is strongly in the national interest. It is a good trade 

agreement, and lhrough "the supplemental agreements, it b~ new ground in providing 
""assurances that increased trade with Mexico will be accompanied by enhanced environmental 

protection and improved worker standards and rising wages. Let's be under no illusions. Ifwe 
reject NAFfA _. an agreement negotiated by a Republican' President, . and endorsed by a 
Democratic President - there will be no further negotiations apy time soon. 
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In the past seven years, the U.S . -Mexico relationship has tmoved on a path of increasing 
friendship, cooperation and trust. This has been an historic break from a century most often 
characterized by mistrust and antagonism. Mexican Presidents de la Madrid and Salinas deserve 
praise for their willingness to take extraordinary steps to make the change in attitudes, as well 
as policies, needed to lift their nation. Presidents Reagan and Bush deserve great credit for the 
enlightened U.S. responses to Mexico. If Congress rejectS' NAFTA, the U.S.-Mexico 
relationship will suffer a profound setback, with enormous repercussions throughout the 
hemisphere. ' 

At bottom, the critics often seem to argue: if this deal is good for the United States, why 
does Mexico want it so much? The honest answer has two parts. Because Mexico has an 
economy only one-twentieth the size of ours, the passage - or rejection - of NAFTA will have 
more impact on Me:xico than it does on us. But more importantly, this is nota zero sum game~ 

. NAFTA can benefit both the United States and Mexico, and CaOada as well. 

I have confidence that once the issue is fully debated, Congress will see that NAFTA is 
a positive step for the United States, and an historic step for North America. 

I 

i I 

, ,,Conclusion 

All Americans agree that we cannot respond to the challenge of a changing world by 
. drifting, content to accept the result of other nations' trade and economic strategies. We need 

I ' 
our own strategy, ,which builds on our strengths, faces our weaknesses,·,;ilJld responds to the 
challenges and realities around us. ' .'. 

We would ask the opponents of NAFrA: does walking away froIl1 NAFTAseem like 
good trade and economic strategy? . Can you envision Japan 'or ,the EC -if they were in our 
position - rejecting a deal like this? Would either of them kick sand in the face of their third 
biggest, and fastest growing, trading partner? Would they~ opt for the status quo, the 
unbalanced relationShip, where Mexico keeps the tariffandnon-tai'iffbarriers it chooses to keep? 

Would they ever be willing, in one 'unthinking lurch, to throwaway the friendship and 
progress that have characterized the past seven years, dramatically;reversing the historic pattern 
of mistrust and anta,gonism? Would they conclude, as the NAFrA opponents apparently have, 
that it would be ea.~er, somehow, to cooperate with Mexico on the environment, controlling 
drug traffic, or illegal immigration, if NAFrA were defeated? " . 

This Administration did not negotiate. the NAFrA. Moreover, .Bill Clinton as a 
presidential candidate was sharply critical of the economic and trade policy of his predecessors. 
When confronted with the need to make a decision on NAFrA, he approached it very 
skeptically. There were powerful political reasons for opposing it. 

, I 
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But when he studied it, he found that NAFr A - particularly if strengthened by 

supplemental agreements -- would be strongly in the economic interest of the United States. It 

was not a favor that we were doing for Mexico. It would benefiiboth countries, and Canada 

as well. It would not solve all our nation's economic problems, but it would be an important 

piece of the economic strategy that we were putting mplace to build the world's most productive 

and competitive economy. 


The Administl'a.tion has the responsibility of convincing Congress and the country that 

NAFI' A is in the natiollal economic interest, and we intend to do so.' I am confident that by the 

time Congress votes on NAFI' A later this year, the country will recogOize that NAFI' A is a vital 

part of the solution to the economic challenges that face us. 
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