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TESTIMONY'OF AMBASSADOR MICHAEL KANTOR 

United States Trade Representative 


bef:'ore the House Energy and Commerce Committee 

September 29, 1993 


TIlE ADKINISTRATIOll'S CASB FOR HAF'l'A 

Mr. Chctirman, members of the Committee, I am pleased to app~ar 
before you t:oday to set forth the Clinton Aci:JDinistration' s case for 
the Korth AlIilerican Free Trade Agreement (KAFTA), with the recently 
negotiated isupplemental agreements. ' 

This fi:lll, members of the administration have appeared' before 
committees:in the House and. the Senate and over the next few weeks, 
we will be :participating in other hearings focusing on the'NAFTA. 
We appreciate these opportunities to present the Administration's 
case on wh~t the approval' of NAFTA is central to our national 
iriterests. 

The qu·estion we must ask ourselves as we consider the KAFTA is 
whether the United states will be significantly better off with the 
NAFTA and its side agreements ,than by rejecting them. We believe 
that the an.slier to that question is:,;,~cl@.Clr,.i1nd\::res~ll;nding yes. 

The case for NAFTA comes down to two compelling points: NAFTA 
will 'increCiLse economic growth and jobs in ' the ;United states, and 
NAFTA will help us resolve problemS that trouble hericans in our 
current relationship with Mexico. Prominent among-those problems 
are issues related to environmental protection and our citizens' 
health and safety that I know are of particular interest to this 
committee. ' 

There is a related point that is missed too often by the 
opponents of this agreement: rejecting the KAFTA and the 
supplemental agreements will not solve the problems that trouble 
us. The ~iAFTA will help us solve these problems in a way that 
benefits 01lX' country and our continent• 

.NAFTA and f)'Dr Trading Goals' 

Again:5at a background of intense debate g a mountain of 
misinformation, and considerable hyperbole, it is important to 
remember that what KAFTA really does is some very simple things 
which Amer:icans have long sought in our trading relationships. The 
KAFTA levels a playing field that is now tilted against us. Over 
time it will eliminate tariffs and non-tariff barriers among the 
united Sta·tes, Mexico and Canada. Mexico and Canada will give our 
products I'Jreferential treatment compared to our competitors in 
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Europe and :in Asia and end. the failed maquiladora programs. In 
addition NAF'TA and its side agreements will address long-neglected 
environmentcH and labor issues. 

The NAFTA creates the world's largest market: 370 million 
people and $6.5 trillion of production. That makes us stronger 
here at hom(~, and better able to compete with Europe and Asia. 

At the same time, NAFTA has strong rules to stop unfair 
treatment of American products and American investors. It requires 
Mexico to c::hange laws that have forced our companies to move 
production to Mexico in order to sell their products in Mexico. It 
requires protection from piracy of our films, our books and our 
technology. . The supplemental agreements will require stronger 
enforcement of laws protecting labor and the environment, and will 
help us wor:1t together with Canada and Mexico to improve deficient 
laws. 

DJ"TA and the Administration's Economic strategy 

The N1.\FTA package is. a vital element of' the President's 
overall economic strategy. 

President Clinton and this Administration are committed to 
building the strongest, most competitive economy in the world. By 
doing so,' we will expand 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. Technology bas revolutionized the 
world. Our economy is no longer self-contained r - and the U.S. 
economy no longer dominates the world's economy. We compete in a 
global eCOJlomy, where capital and technology are mobile. Tbese 
trends are here to stay. Tbe question is not whether we adapt to 
them, but· bow. 

Our e·eonomic strategy -- health care reform, reducing the 
deficit, i.ncreasing public and private investment, reinventing 
government j , welfare reform, changes in education, worker training, 
investing in technology -- all work in pursuit of the same 
objective: to build a more secure productive and competitive 
economy. 

Our trade policy, including NAFTA, is an essential part of 
that strategy. The companies, farmers and workers of the United 
states ar4~ world-class competitors. We lead the world in 
everything from airplanes and computers, to wheat and soybeans. We 

.' have regained our position as the world's leading exporter. Last 
year u.s. trade in goods and. services exceeded one trillion 

..... 
, dollars. . 
1 .:)
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opening up new markets is the key to new job creation and 
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economic grc)wth. NAFTA presents an opportunity to compete and win 
in a vast llew market: 90 million people in Mexico, in a fast 
growing areil, 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 Caribbean. . 

The United states seeks to open markets everywhere. We seek 
to trade a!1id to compete worldwide. We have nearly $200 billion 
each year in two-way trade with the countries of the European 
community; through APEC, we seek expanded trade with the rapidly 
growing nations of Asia. Japan is a major. market. for u.s. 
products, clespite the major and persistent barriers that we are 
committed tlO 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, de,spite having a population of only 27 million, and Mexico 
has become our third leading trading partner, despite its historic 
policy of maintaining a· closed economy. Shared borders and 
geographica.l proximity do matter, even in this globalized economy. 

And WEi have a natural advantage, and a great opportunity, to 
expand tradle and investment with Mexico, and then with the rest of 
Central an'li Latin' America and the caribbean. Many of those 
countries have chosen, in recent years, to cast off the controls on 
their econclmies and the shackles on their political systems. lJ.'hey 
took these steps at the urging of the United states. 

Tariffs have fallen and non-tariff barriers have been reduced. 
Since 1989, U. S.exports to Latin America and the Caribbean 
increased over 50 percent and are growing at over twice the rate of 
U.s. exports to the. rest of the. world, making this region our 

.-' second fastest growing market. They have become a· growing market 
for U.S. p,roducts; 43% of Latin American imports come from the 
united Sta1:es. 

Chile., Venezuela, Argentina and' many other nations are 
intently following the NAFTAdebate. Tbe possibility of NAFTA 
accession Iprovides an incentive for further trade and investaent 
liberalizal:ion .in the region. The decision to reject NAFrA would 
have profound negative economic and political consequences 
throughout the, hemisphere .and for the prospects for the expansion. 
of trade iill the global trading system. 

The' NAPTA is an instrument for helping the United states, 
Mexico ami Canada cooperate in meeting ASian and European 
competitiolrl. It viII help us produce more globally competitive
products. . . 

<', • ...J'... 
In th!i! new global economy, there are challenges and risks, as 
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well as great opportunities. I am confident that American workers 
are up to ~le challenge of competing -- and will reap the benefits. 
One reason I am so confident is that we are not going into NAFTA 
blindly. lti;e do not have to speculate about the results from this 
change; we have gone through a six year trial run .. 

Job Grovthand Trade ·with Mexico 

Mexicc'), recognizing that its economic policies had been 
disastrous/' has begun to lower trade and investment barriers. The 
results ha"e been dramatic tor the United Sta~es: 

It From 1987 to 1992, we transformed a $5.7 billion trade 
deficit with Mexico into a $5.4 billion trade surplus. 

it U.S .. exports to Mexico increased from $12.4 billion in 
:1986 to $40.6 billion in 1992, with increases coming 
ilcross the board from computers to agriculture. 

'. 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 related to exports to Mexico were 
created. . 

• 70\ of all dollars spent by Mexicans__ on imports are 
spent on U.s. products. 

The success of the past seven years has occurred even though 
Mexican trade barriers remain far higher than ours. Bringing down 
the remaining barriers, which is what NAFTA does, ensures continued 
growth of U.S. exports to Mexico, which have .been such a bright 
spot in O\llI' economic picture for the past seven years. 

Virt'tlally every responsible study that has looked at the labor 
issue conc:ludes that NAFTA will produce a net gain in jobs or an 
increase In real wages in the United States. The Administration 
believes 1:bat with NAFTA, an additional 200,000 jobs related 'to 
exports will be created in the U~S. by 1995. While the stUdies 
acknowled~,e that there will be some jobs :lost in certain sectors, 
overall, job gains will significantly exceed job losses. The 
studies aJLsQ agree that the jobs lost will be a relatively small. 

. This is true because. Mexico's economy is only one-twentieth the 
size of o~s, and our tariff· .and non-tariff barriers are already 
low., Mexico's productive assets, capacity and infrastructUre are 
far below levels and standards in the United States or even Canada. ' 
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Nl\.PTA and OU,r Current Trade Problems 

Ironically, most of the concerns you hear in America about 
NAFTA are in reality problems that exist right now -- problems that 
the NAFTA will address. For example, in the trade area, despite 
Mexico's rec:ent liberalization and despite the enormous gains we 
have enjoyecl in our bilateral trade in recent years, . the playing 
field is still tilted against us. NAFTA will level the playing 
field for U.s. workers. 

For Onl!, it will eliminate Mexican performance requirements 
and other unfair rules irithe auto sector -- requirements that 
imports of vehicles into' Mexico must .be off-set two-to-one by 

'exports of Jl'lexican-made cars. It will eliminate the requirement 
for Mexican importers to secure a government permit each time they 
want to buy U.S. strawberries. Mexico has the right under the GAT'!' 
to raise i~::s tariffs up to 50% •. If it chooses to do so, o.s. 
exports would not be affected because of the protections we gain 
under NAFTA. 

Historically, Mexico. has been a closed, ~tate-controlled 
economy. Ti::> shield its industry and agriculture from competition, 
it relied O]rl tariffs as high as 100% and a full range of non-tariff 

'barriers, including domestic content requirements, restrictions on 
investment, performance requirements to keep out exports, and 
import licensing requirement~ which allowed the ,centrill government 
to dictate the levels of Mexico's agricultural imports. As a 
result, protected from competition from imports, Mexican producers 
were inefficient, and the Mexican economy was cllaracterized by 
widespread poverty. Mexico's protectionist regim~ did not serve 
the intereflts of Mexico's people. 

Perhal)S the closed Mexican economy reflected the historical 
Mexican mis':trust of, and antagonism toward; the united states. For 
whatever r4!!aSOn, Mexico remained largely closed 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. 

The :maquiladora program created trade preferences and 
incentives for companies to locate assembly plants in Mexico to 
produce fOJC the u.S. market. It gave products assembled in Mexico 
these preferences while at the same tillle maintaining all of 
Mexico's trade and investment barriers. The program 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, theJ::~e were over 2,000 maquiladora factories operating in 
Mexico, .the overwhelming number of which were e.stabl ished by o. S. 
and Mexicc'm corporations, employing more than 400,000 Mexican 
workers. 
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In addition, Mexico's high import barriers and Mexican rules 
requiring firms selling in the Mexican market to open factories in· 
Mexico have made it difficult if not imp~ssible for many. of our 
companies tC) sell products made in the U.S. in Mexico. Non-tariff 
barriers -- licensing, citizenship requirements, and a host of 
other requli:ltions were especially hard on small businesses in the 
U. S. I which do not have the resources to navigate through the 
bureaucrati<:: maze in Mexico. 

The NAFTA will transform the situation by opening Mexico's 
market and laliminating the distortions created by the maquiladora 
program.. Urlder HAFTA, . the maquiladora program is effectively 
eliminated, along with import protections, and existing factories 
will' be p~rmitted to sell in the Mexican market without 
restriction •. 

Much o:f the opposition to NAFTA reflects justifiable concern 
about the policies of the past that have disadvantaged u.s. 
workers. Df~Spite Mexican progress in voluntarily opening market.s, 
Mexican tariffs remain, on the average, 2.5 times higher than ours. 
By .contrast., over 50% of our imports from Mexico already enter 
duty-free. lOur average tariff on ,imports is only 4'. 

Mexico currently has no obligation to continue recent market­
opening moves on which. thousands of U;.S. jobs already depend. 
NAFTA locks in curren~ access and expands on it. 

NAFTA 1.,ill require relatively few changes on our part -- while 
requiring J!otexico to sweep away decades of protectionin and 
overregulation. NAFTA will eliminate especially burdensome tariffs 
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•. 

NAFTA lets u.s. workers compe~e on a ~evel playing field with 
fair rules. And we are confident, in those circumstances, u.s. 
workers will succeed. . 

NAFTA 'will give u.s. exporters a significant preference in the 
rapidly expanding Mexican market over Japanese, European, and other 
foreign suJ?pliers. As I have already noted, Mexico's tariffs 
average 10 percent. Countries other than 'the United States (and 
Canada) will continue to face Mexican duties. In addition, 
Mexico's current import licensing requirements on agricultural 
imports will disappear for the United States (.and fot- Canada, for 
most products) when the HAFTA goes into effect. However, a license 
may still be required to bring in covered products from all other 
countries. 

Major Feat1.'tres of DFTA 

Reduc::tion of Mexican Tariffs: Onder NAFTA, half of all U.S.' 
exports to Mexico become eligible for zero Mexican tariffs when 
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NAFTA takes effect on January 1, 1994. Those exports which will be 
tariff-free include some of our most competitive 'products, such as 
semiconductl:>rsand computers, machine tools, aerospace equipment, 
telecommunH:ations .equipment, electronic equipment, and medical 
devices. Withfn the first five years afterNAFTA's impleJlentation, 
two-thirds of u.s. industrial exports will enter Mexico duty-free. 
That makes tJ.S. products more competitive than those of our rivals. 

Removing Mexican non-tariff barriers. NAFTA reduces or 
eliminates l'lumerous Mexican non-tariff barriers which today require 
U. s. compar.lies to invest in Mexico or manufacture in Mexico in 
order to s'upply the Mexican market. For example, HAFTA will 
eliminate the requirements that force u. s. companies to purchase 
Mexican go,:>ds instead of' u. s. -made equipment and components. 
Moreover, NAFTA abolishes the requirelments that force our companies 
to export t·heir production, usually to the united States, instead 
of selling directly into. the Mexican market. Requireaents that 
make u. S 0 c:ompanies produce in Mexico in order to sell there will 
also be pha,sed out. ' 

In addlition, NAFTA includes important benefits for other key 
u.s. secto~'s: 

Openirlg up Trade in services. NAFTA viII open new markets 
for the delivery of u.s. services to Mexico and canada, where 

,service cOJ(lpanies are already large and growing. NAFTA viII allow 
,U.s. servil::e firms to provide.,th~j;iI7-~;,;sery~~),gire~lyfromthe 
United Sta1:es on a non-discriminatory basis, with any exceptions 
clearly spelled out. Furthermore, U. s. service co.:panies will 
benefit fr(:)m the right to establi~h·;,iftheys,ochoose, in Mexico 
or Canada. NAFTA opens the Mexican market to u.s. bJ,ls' and trucking 
firms, fin,ancial service providers, and insurance and enhanced, 
telecommunications companies, among others~ 

Prote(::tinq u.s. copyrights. patents and trademarks. NAPTA 
will ensur4! a high level of protection under Mexican lav for u.s. 
owners of patents, copyrights, trademarks, trade secrets, and 
integrated circuit designs, including strong safeguards for 
computer pl:,ograms, pharmaceutical inventions and sound recordings. 
NAFTA obligates both Mexico and Canada to enforce intellectual 
property rights against infringement, both internally and at the 
border. B~, enhancing protection of '0. S. owners of technology, and 
of book, film and recording rights, NAFTA viII increase trade and 
diminish l'osses from counterfeiting and piracy. 

u.s. motion pictures, music and sound recordings, software, 
book publishing and other creative industr,ies lead the vorld, and 
are crucial to the higb-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, 
with exports, valued conservatively, of about $34 billion in 1990. 
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The BEmefit to 5:::a:: Business. I have noted the statements of 
several sei::tors citing ~e benefits which will result from NAFTAi 
that sentiment is vide:'y held in the business community , by 

,businesses large and s=a:l. Indeed, small businesses stand to be 
among the major bene!i::iaries of NAFTA. Small businesses are 
often less able to inves~ the time and resources to wrestle with 
the tariff and licensinq requirements which presently block the way 
to the Mell:ican market. with tariffs reduced or eliminated, and 
non-tariff barriers co.,';-:g down, u.s. small business, which makes 
up' a qrowj.ng share of 'C.S. exports, will be able to sell their 
American-made products L-:to the Mexican market. 

The Environment 

I welcome the opportunity to focus particular attention on, 
environmeri.tal issues, because the combination of the provisions of . 
the NAPTA and the D...."""l'A side agreement on the environment 
constitutE~ truly path-breaking advances in the area of trade and 
the envirclnment. Just five years aqo, when the Conqress approved 
the U. S. -Canada Free "l'rade Agreement, few if any environmentalists 
had even considered trade issues relevant -- or vice versa. In the 
NAFTA and the side aqr~ents of the NAFTA, you now see not only 
heighteneclsensitivity to the need to safeguard our rights to 
protect 011Jr ownenviroIIllent, health and . safety, but provisions 
aimed at I!';eeing that the benefits of increased trade and economic 
growth arE! accompanied by provisions aimed at improving standards 
and enfor"::ement of laws affordinq these protections. 

There! are good reascns that the envir,onmental efforts we bave 

made have drawn the strong endorsement of six preeminent private 

environmental groups. The NAFTA and the side agreements achieve a 

number of bistoric firsts, including: 


o 	 creation of the first ever North American Commission on 
the Environ:aent, with a mandate to promote cooperation to 
improve environmental protection on our continent; 

o 	 the most explicit international affirmation ever of our 
right to keep cut imported products that fail to meet the 
standards ve set for prot~ction of our heal:th, safety and 
environment, even if' these standards' differ from 
international norms; . . 

o 	 protection of the rights of our state and local 
governments tc set and enforce higher standards than 
federal (or international) norms; 

o 	 provisions favoring upward harmonization of standards in 
North America, without deroqating from our democratic 
right to choose our own standards; . 

http:qrowj.ng
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o 	 PFOVl.Sl.Ons against relaxation of environmental health or 
sa.fety standards in order to attract or retain an 
ililVestment" and pr~vl.sl.ons to' encourage . effective 
eJ1lforcement of national, laws, backed by sanctions for 'a 
pE!rsistent failure to effectively enforce those laws; , 

o 	 elC':plicit recognition of the precedence over the NArrA of 
cE:rtain core environmental agreements containing trade 
sanctions; 

o 	 a strengthened commitment to cleani~g up the border 
en,vironment. . ' 

These p:t:ovisions and others will help us improve environmental 
conditions in North America. No one can fail to be disturbed by 

'the 'vivid p'ictures we have all seen, of existing environmental 
problems along the U.S.-Mexico border. These problems partly, stem 

,from past failures to adeqilately check against industrial 
pollution, billt also from the lack of adequate infrastructure (water 
treatment, s'ewage and so forth) for the growing human population. 
The m.aquiladora program aggravated these problems by encouraging 
,industrial development at the border. ' 

critics of the, NAFTA try to point to these existing conditions 
asa reason 1~0 reject the NAFTA, implyinq that HAFTA, a treaty not 
yet in force, should somehow be blamed for all bad existing 
conditions at the' border, and arguing that the NAFTA will increase 
these probleins. And despite the explicit language of the NAFTA and 
the side agri!e~ents, the most extreme critics irresponsibly try to 
frighten people that NAFTA, will cause us to weaken environmental 
protection and lower our standards. ' 

We should not accept continuation of the bad conditions at 'the 
border, any Jilore than we should accept unsafe products. But NAFTA 
is not the J,:lroblem with regard to these concerns; HAFTA and the 
side agreements are part of the solution., HAPTA will eliminate 
special incentives to export products in Mexico to the United 
states, therf~by reducing the incentive to locate industries at the 
crowded bord.er. And NAFTA and the side agreements will help 
promote sus'tainable development with improved environmental 
protection al'ld enforcement. 

As Kathryn Fuller, of the World Wildlife Fund stated on 
Septembe'r 15: nOur support of the NAFTAand the Agreement on 
Environmental Cooperation boils down to this: ultimately , the 
environment lof north America will be ,better with the passage of 
NAnA than without it.· 

NAFTA, and, the side agreements contain both proviSions to 
ensure that' trade liberalization does not come at' the expense of 
environmental protection and provisions to help improve 
environmentaJl protection.' 
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NAFTA and Standards and Sanitary and Phytosanitary Measures 

The NAF'TA texts on Standards ,and Sanitary and Phytosanitary 
Measures preserve our ability to maintain, strengthen, and enforce 
existing u.s. health, safety, and environmental standards, and 
establishes ways for all three trading partners to strengthen their 
standards. Specifically, the NAFTA's provisions: 

o 	 Affirm the right of each party to choose· the level of 
protection of human, animal ,or plant life or health it 
conside:rs appropriate; 

o 	 Do not i.pair existing u.S. federal and state health, safety, 
and en\rironmental standards, 'and preserve our right to ban 
non-conforming imports; 

o 	 Continue to allow each country, incluqing its state and local 
governmients, to enact standards that are stricter than 
'interna'tional or national standards; 

o 	 Co_it the NAFTA parties to work jointly: to enhance their 
standards; . 

o 	 Continue to' allow parties to act to protect human, animal or 
plant life or health based onavailclble 'inforDlCt,t.j,op when there 
is insufficient information to conduct'a risk assessment; 

o 	 Ensure advance notice to the public of proposed regulatory 
actions in each of the three countries, to review and comment 
upon those actions, and to have such comments taken into 
account prior to final decision;, 

o 	 Establish a Committee on Standards-Related Measures to 

facilitate compatibility of standards,. consult regularly on 

matters of common concern in this area, and enhance 

coopera'tion on developing, applying, and enforcing standards­

related measures; and 


o 	 Establish a Committee' on Sanitary and Phytosanitary (S&P) 
Measores to'· enhance food safety and improve sanitary 
conditions, promote compatibility of S&P measures, and 
facilitate technical cooperation and consultation on specific . 
'S&P bilateral or trilateral issues. 	 . 

While c~lIranting' the federal government and the states broad 
discretion 11:0 set their own environmental, health and safety 
standards. NAFTA does require governments to meet certain 
elementary lcequirements when, applying laws and regulations to 
achieve the government's chosen levels of protection, in order to 
safeguard ag'ainst blatan:ttrade protectionism in the guise of a 
health regal!ation. 

( 



- 11 ­

The NilFTA requires that sanitary or phytosanitary measures -_ 
those meas;ures related to agricultural pests and disease and 
contamination in food -- have a scientif ie basis and be based on a 
risk asse~';sment appropriate to the circumstances. The term 
"scientifi,:::" is not separately defined in the text. Accordingly, 

. 	under general principles of international law," the term scientific 
is to be interpreted in· good faith, using its ordinary meaning in 
context and in the light of the object and purpose of the .NAFTA. 
Consequently, the ordinary dictionary meaning would apply. 

It i13" clear that under the NAFTA, the requirement that· 
measures be based on "scientific principles" and not be maintained, 
"where thE!re is no longer a scientific basis" do not involve a 
situation where a/ dispute settlement panel may substitute' its 
scientific judgment for that of the government maintaining the s,p 
measure. The question under the NAFTA in this regard is Whether 
the government maintaining the S&P measure. has "a scientific basis" 
for the measure. "Scientific basis" is defined as "A reason based 
on data OI' information derived using scientific methods." 

Tbe question is also not whether th~ measure was based on the 
"best" science or the "preponderance" of science or whether there 
was conflicting science. The question is only whether 'the 
90vernment~ maintaining the measure has .A. scientific basis for it. 
This is bE~cause the NAFTA S&P text is based on a recognition that 
there is seldom, if ever, scientific certainty and consequently any 
scientific!, determination may require a judgment among differing 
scientific opinions. The NAFTA' preserves the ability of 
government:s to continue to make those jUdgments. 

In addition, the NAFTA requires each party to ensure that any 
S&P :measure that it adopts is applied only to the extent necessary 
to acbievE~ its appropriate level of protection, taking into account 
technical and economic feasibility.NAFTA'S opponents have argued 
that the use of the term "necessary" in the text actually means, 
-least trade restrictive." This is not true. The HAFTA's 
negotiatolC"s specifically discussed whether there should be a "least 
trade restrictive" test in the NAFTA, and all three countries 
agreed th;at this obligation would not be included. Rather, this 
obligatiolCl addresses how a health law or regulation that is in 
place is applied.. It does not address the validity of the 

. underlying health law· or regulation itself, or the level of 
protection afforded by those laws. As is the case with 
·scientific,"· the term "necessary" is to be given its ordinary 
meaning in light of the context. . 

Il.AFTA opponents have erroneously charged that the NAFTA's 

obligation that theUni~ed States, Canada and. Mexico ensure that 

state ancl provincial governments give effect to and observe the 

NAFTA's lprovisions (Article 105) somehow interferes with our 

states' anility to maintain measures to protect public health or 
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the environmemt. , Article 105, and any measures taken thereunder to 

secure observance by state and local governments of provisions of 

the NAFTA will in no way diminish or impair the constitutional and 

legal rights of state and local governments to adopt, maintain, or 

apply measuri!S to protect public health and the environment. 


The impilementation of Article 105 for the United states, and 
the precise legal relationship'between the' NAFTA and a country's 
domestic la~' is a matter for each participating government to 
decide. In the United States, this issue will be addressed in the 
NAFTA implem,enting bill. We anticipate that I in working with the 

'Congress, state officials and environmental organizations, the 
NAFTA impleJilenting legislation would provide' that there is no 
private riCJh;t of action under that implementing legislation, so 
that no inclividual or other non-governmental entity such as 
corporations or firms will have the, ability to invoke the 
provisions of the HAFTA to challenge state or local law in either 
federal or state courts. 

In passing, let me not~ that Article lOS does not apply to the 

NAFTA's provisions on standards-related measures. The core 

requirement in the NAFTA with respect to standards-related measures ' 

is that they are applied in a non-discriminatory fashion. 


Another' red herring has been the allegation that under the 
NAFTA the Un:ited States would have, to permit the entry of Mexican 
or Canadian 'trucks which do not,meet:{oUr"'~$.a(etyst.alldar:ds. 'This is ' " ' ", 
totally faIE.e. We can and will continue to enforce 'our safety', 
standards a:s vigorously as possible. In addition, our rules, 
related to l:ong combination veh;icleswillcontinue unchanged. ' 

In brie:f, far from weakening environmental, health and safety 
standards, the NAFTA and the supplemental agreements set in motion 

,the process, for our three countries to improve and enhance 
protection clf health, safety and the environment. 

Interntltional Environmental Agr,eements 

The HAFTA gives. clear priority to the trade provisions of 
certain international environmental agreements. During negotiation 
of the NAFTA, Congress and the environmental community wanted to 
ensure therfit was no ambiguity about th,e, relationship betyeen the 
NAFTA's provisions and the trade provisions of key international 
environmentc,ll agreements. In particular, they wanted an explicit 
assurance tbat the important trade obligations of the Montreal 
Protocol on SUbstances that Deplete the Ozone Layer, the Convention 
on International Trade in Endangered Species of wild Fauna and 
Flora (CIT]~), and the Basel Convention on the Control of 
TransboundalCY Movements of Hazardous Wastes and .Their Disposal (or 
related u.s .. bilateral agreements with Canada and Mexico) could be 
fully implellented without any NAFTA conflict., These agreements are 
specificall~, listed in the NAFTA as agreements wbose trade 

./ 
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obligations take precedence over any inconsistent obligations under 
the NAFTA. . In addition, the NAFTA provides that the list of 
international environmental agreements whose trade obligations are 
to be given precedence can be expanded. We will include our two 
bilateral migratory bird treaties once the NAFTA takes effect. We 
are pursuin~J the addition of other· international environmental 
agreements even now. 

NAFTA Dispute Settlement 

. NAFTA' s dispute settlement chapter contains several provisions 
responsive to concerns expressed by environmentalists. First, 
NAFTA makes. explicit that the party challenging an environmental 
measureh~sthe burden of proving that it is inconsistent with the 
agreement. 

Second, the dispute settlemeritpanel, on its own initiative 
or at the request of a disputing party, may request· a written 
report from ,in independent Scientific Review Board on any issues of 
fact concerning the environment, health, and safety. Tbe dispute 
settlement panel will take the Review Board's. report into account 
before reaching its final decision and will release the report to 
the public ti::)gether with any final panel decision that is publicly 
released•. 

Third, if 'a party to a dispute claims that its action related 
to its obligi!tions under one of the international environmental or 
conservation agreements, or under NAFTA's provisions on Standards 
or Sanitary ,md Phytosanitary measures, it bas .the option of having 
the dispute (:onsidered exclusively under the HAFTA (rather than the 
GATT) with access to a NAFTA scientific .,Review Board. 
Environmental groups requested inclusion of this provision because 
they preferrled NAFTA dispute settlement provisions to those of the 
.GATT. 

NAFTA's opponents have complained that its dispute settlement 
process is closed and secretive. In fact, 'any disputes that .ay 
arise under 'the NAFTA will be between governments -- and our first 
interest will be in getting such diplomatic differences resolved. 
However, the united states reqognizes that the outcome of these 
disputes may be of great interest to those in the United states 
outside the government. Accordingly, the Office of the United 
states Trade Representative will provide, as it has in all recent 
trade disputes, for public notice and opportunity for input into 
dispute settlement proceedings involving the united States under 
~eNAFTA. . 

USTR currently provides public notice of. the initiation of 
disputes through publication in the Federal· Registe... It also 
briefs interf~sted individuals and groups on the dispute proceeding 
and accepts input from the public into the facts and arguments 
involved in it dispute settlement proceeding. For example, USTR bas 
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'met with interested members of the environmental community, 
industry and, congressional staff on numerous, occasions to, brief 
them ona particular dispute, including the status of the 
proceeding ,and the issues involved. 

USTR a:lso makes available to the public U. S. submissions to 
dispute setc.tlement panels and the final reports of the dispute 
settlement :panels. 

Finally, it should be emphasized that the NAFTA dispute 
settlement results will not supersede U. S. laws unless and until we 
act 
very 

domestically to implement the results. That will 
public process in the United States. ' 

require a 

Investment Provisions 

" The NilFTA Investment Chapter permits each' party to impose 
stringent nnvironmental requireaents, to ensure tha,t investment 
activity in its territory is undertaken in an environmentally 
sensitive manner, so long as the requirements do not discriminate 
between dO:lDestic and foreign investors.. This includes, for 
example, tlile requirement in many states for environmental impact 
assessments of newprivate construction as well as government 
projects. 

Further, the parties renounce ,the relaxation of health, safety 
or environ'mentaI measures for the purpose of attracting or 
encouraging' investment. The te:xt sets forth a procedure for 
compulsory consultations between parties in case such a relaxation 
occurs, with the purpose of ending the practice. 

The Su.pplemental Agreement on the Environment 

Presid.ent Clinton endorsed the NAFTA last October during the 
campaign, itl a ,speech at North carolina state University, but he 
also set ()ut a series of principles which he wanted to see 
incorporated into supplemental agreements .:..- including' one on the 
environment:. President Clinton, Prime Minister Campbell, and 
President Salinas signed this historic agreement on september 14. 

President Clinton made a prollise to the American people which 
he has kept:: that he would mak~ sure economic growth with MexiCo 
di~ not, COBle at the expense,of the environment. 

The fundamental objective of the environment agreement is to 
promote cooperation to improve environmental conditions throughout 
North America and to improve national enforcement of national laws 
relating to envirolDlental protection. 

The ,lgreement contains iEportant obligations regarding 
citizens' access to justice. These include coDlllitments to openness 

• 
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and' transpaLrency in both the development of laws and regulations 
and the legal processes for resolving disputes, and commitments to 
provide ap~')ropriate public access to administrative and judicial 
processes :for the redress of harms and for environmental' law. 
enforcement. . 

While recognizing their rights to set whatever levels of 
protection they deem appropriate,the three countries pledge to 
ensure that their laws and standards continue to provide high 
levels of (environmental protection and to work cooperatively in 
enhancing protections. They commit to effective enforcement of 
those laws, a commitment backed up by a dispute settlement process. 
Countries are obligated to report on the state of their 
environments, and to promote environmental education, scientific 
research, c!llld technological d~velopment. 

The Agreement .creates . a new Commission on Environmental 
Cooperatioil. The three countries' top environmental officials (the 
EPA Administrator for the united states) will comprise the 
Commission's council. . 

, 
A Joint. Advisory committee made up of nongovernmental 

organizatiClns from all three countries will advise the Council in 
its delibe.i::·ations. 

The hE~art of .the Commission is its Secretar,iat, housed in a 
single 10CClLtion and operating under the direction' of an Executive 
Director, 'lI7ho will take broad direction from the Council but 
maintain a high degree of independence. 

A maj(or goal of the Commission is to broaden cooperative 
activities among the NAFTA partners. The Commission will have an 
aggressive and important workplan• 

. It will promote greater public access to information about 
hazardous substances (what we call "community right-to-know"). It 
will consider ways to promote the assessment and mitigation of 
transboundaLry environmental problems. The Commission will serve as 
a point of inquiry for public concerns about the NAFTA's effect on 
the envirOlllDent, and be an avenue for NAFTA dispute settleJIent 
panels to obtain environmental expertise when faced with 
environmental issues. 

It will consider the environmental implications of process and 
production methods (PPMs), or, as the agreement states, 
nenvironmetltal implications of products throughout their 
lifecycles." 

Trans~larency is the hallmark. of the NAFTA supplemental 
agreement em environmental cooperation, and citizens of all three 
countries 'iill be free to make submissions to the commission on 
their COnCE!rnS related to the full range of environmental issues. 
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The Commis~;ion's secretariat will act on sUbmissions appropriately 
to develop fact-finding repor.ts" The reports will be made public 

, if two of t,hree Parties concur (i. e., the party that is the subject 
of the rep"rt cannot bar publication) .' . 

The a(:rreement '. creates a consultative .process for the Council 
to discuss issues, including those brough~ to light through the 
public suhmission process' and the Secretariat's fact-f inding 
activities. Special attention is given to matters involving non­
enforcement. of a nation's environmental law when consultations fail 
to resolve the matter. 

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 reiferred to a dispute settlement panel. The dispute 
settlement process provides, in the end ,for sanctions if countries 
have faile(1 to correct problems of nonenforcement. 

The a~rreement has a broad, inclusive scope. Any environmental 
or natural. resource issue may be addressed through the' work. 
program,. clnd any environmental concern: or obligation .of the 
agreement :a'lay be the subject of consultations between parties, from 
migratory and. endangered species to transboundary pollution, to 
advising th.e NAFTA Commission on disputes on health restrictions. 
Understandilbly, the realJD of issues subj~ to dispute settlement 
panels and possible sanctions is' more circumscribed, focused on 
whether th4:! Parties are effectively enforcing their environmental 
laws, and whether that nonenforcement is related to trade or 

. cOlllpeti tiOll among the Parties", ' 

In short,' the Agreement on ,Environmental Cooperation will 
ensure that. economic growth is consistent with goals of sustainable 
developmen1:.. ' ' 

Proce!IS and Production Methods 
, " 

"Let lIlE! be more specific about our plans for the Commission on 
Environmen1:.al' Cooperation in this .area. 

From ()ur perspective, consideration of the issue of "process 
and produc1:ion methods- or PPMs is a high priority elelllent of the 
workplan. This involves the v.ery complex, and often sensitive, 
questions ()f how to address any environmental effects of prodUcts 
due to the processes or prodUction methods associated with them. 
Questions ~ike: how was the product harvested?, how was it 
processed? j' what effects will its consUmption have on say, the 
environmem1,:? ,,: ,.' 

·'."'~..." These questions are' of a global nature, not limited just to 
\ ,) the context~ of North America. Therefore, while the Administration 
,,~./ is committed to taking' them up with our Horth American neighbors in 

http:Environmen1:.al
http:repor.ts


·' 


.. 

- 17 ­

the contiext of NAFTA and the supplemental agreement on 
environmerltal cooperation, we are also seeking a broader dialogue. 
Indeed, preparatory discussions c;tre already underway in the OECD to 
develop a sound analysis of PPMs. We are actively involved in 
those discussions. 

Anotber important step from our perspective will be to engage 
the GATT, beginning with a post-uruguay Round workproqram on the 
environmerlt, Which we hope .will be launched at the conclusion of 
the Uruqualy Round. This work would of necessity have to include a' 
thorough i!xamination of the adequacy of the GATT's substantive 
rules as they relate to PPMs. Broadly, our objective is to ensure' 
that countries are able to effectively address environment -.­
objectivetl. while not providing a means for arbitrary limits on 
trade. Easier said than done. This project will take time -- but 
we will tilke it on in good fal.th, multilaterally and in the North 
AlDerican c:ontext. . 

BDviroDJllelltal Funding 

Durirlg the campaign, the President noted the pressing need to 
address eirlvironmental problems' along our southern border. The 
A.dl:!ir..istriation is ;:t("!t:ivel.y -:o:ng;tc::!Ali .j.n the issue, from the National 
P:!rk sprVice, t9 USo.A.' s Rural Development Agency, the National Fisb 
and wildlife service-and PQblic -health and bousing agencies. The 
Environmerltal Protection Agency· is'cQoz:dillatincjth(;!;,effort to build 
on and imI)rove activities under our biia:teralborder plein. . 

Howe,rer, a key to improv.~(:lenviroIllD~tal .conditions along the. 
border is finding .the resoUrces to address theproblea. As I. 
announced on August 13, Mexico and the United states have' proposed 
the creation of a . new Border Environment Administration•. The. goal 
of the DeW institution will be to marshall 'resources to address the 
pressing Ileeds for wastewater treatment, drinking water, disposal 
of munici~,al solid wastes and possibly other infrastructure needs. 
Local input to the decision-making process will be a prime aspect 
of the new institution. The Border Environment Administration will 
certify projects ~or eligibility for loans from an associated 
financing facility that will raise capital primarily from the 
private :mia.rket. The Department .of the Treasury and others are 
consultin~r with Congress, the states and the public as these 
negotiati~ms proceed. 

. . 
If Wle reject NAFTA, we lose the opportunity to put these 

unique co9perative institutions to work to tackle the significant 
environmelltal problems between our countries and in the border 
region. 

In l>rief, rejecting NAFTA will do nothing to resolve 
environ:melltal problems. In truth, we would lose a remarkable 
opportuni1:y,' first, to set a precedent for future trade agreements, 
and seccmlUy, to find solutionS with our two neighbors. Th~s is 
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why six major environmental groups, representing a majority of 
environmenta,lists, in this country,' announced their support two' 
weeks ago felr passage of the NAFTA. 

John Atlams, Chief Executive of the NRDC, in endorsing the 
NAF"TA on September 15 said: n ••• As the NAFTA process has unfolded, 
the North J!~erican environmental community has established an 
enduring and effective voice on the trade policy choices affecting 
citizens throughout the continent". True 'indeed, but too modest. 
The concerns; expressed by the environmental community are global 
reach in reai::h. The NAF"TA begins here in North America the process' 

,of ensuring those concerns are addressed. throughout the world. 

poreign Policy Implications 

The NAli"TA deserves to be approved on its economic merits. 
However, the foreign policy implications of this issue should also 
not be Iliniinized.. 'Echoing- comments made by Secretary -of State 
Warren Cbris:topher recently: "Rejection of RAFTA would seriously 
damage our rlalations with Mexico and erode our credibility with the 
other natiorls of the hemisphere and around the world. For the 
united states, failure to approve NAFTA would be a self-inflicted' 
setback of historic proportions." 

In IlY view a Congressional rejection of RAFTA would be a "shot 

heard around. the world". It would be ,read across the globe as a 

seachanqe, Jilarking a u.S. 'retreat from our traditionally stronq 

advocacy for open markets' and expanded trade. It ,would undermine 

our position as a negotiating partner on global trade agreements, 

like the Uru1guay Round, which are vital to the economic, renewal of 

the united States. . 


NAFl'A is good economic policy and good foreign policy. 

Conclusion 

All Americans agree that we cannot respond to the challenge of 
a changing w()rld by drifting, content to accept the result of other. 
nations' tra.:1e' and economic strategies. We need our own strategy,' 
which builds on our strengths, faces our weaknesses, and responds 
to the challenges and realities around us. 

We would ask the opponents Df NAFTA: does walking away from 
the NAFl'A st'!em like· good trade and economic strategy? Can you 
envision Jal)an or the EEC -- if they were in our position - ­
rejecting a ,~eal like this? Would either of them kick sand in the 
face of thei:t' third biggest, and fastest growing, trading partner? 
Would they opt for the status quo, the unbalanced relationship, 
where Mexico keeps the tariff and non-tariff barriers it chooses to 
b~? ' 
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Would they ever be willing, in one unthinking lurch; to throw 
away the friendship and progress that have characterized the past 
seven years" dramatically reversing the historic pattern of 
mistrust ancl antagonism? Would they conceivably believe that it· 
would be easier, somehow, to cooperate 'with Mexico on the 
environment, controlling drug traffic, or illegal immigration, if 
NAFTA were defeated? 

This Ac~inistration did not negotiate the NAFTA. Moreover, 
Bill Clinton as a presidential candidate was sharply critical of 
the economic and trade policy of his predecessors. When confronted 
with the neE!d to make a decision on NAFTA, he approached it very 

. skeptically. There were' powerfu~ political reasons for opposing· 
it. 

But when he studied it, he found that NAFTA -- particularly if, 
strengthened' by supplemental agreements -- would be strongly in the 
economic int·erest of the United states. It was not a favor that we 
were doing fc)r Mexico. It would. benefit both 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 'puttingf in place to build the world's most productive and 
competitive economy •. 

The Ac'bninistration has the . responsibility of convincing 
Congress and the country that NAFTA is in. the national economic 
interest, anl:i we intend to do so. I am confident that by the time 
Congress vot4as on NAFTA later this year, the country' will recoqnize 
that NAFTA is a vital part of the solution to the economic 

. challenges t;oat face us. 
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TESTIMONY OF AMBASSADOR MICHA~L ~~NTOR 


United States Trade Represe~~a~ive 


Before the House Committee on Agriculture 

September 29, 1993 


THE ADMINISTRATION'S CASE FORNAFTA 

Mr. Chairman, members of the Committee, I an pleased to appear 
before you today, along with Secretary Espy and EPA Administrator 
Carol Browner, to set forth the Clinton Ach:dnistration's case for 
the North A:inerican Free Trade Agreement (NAFTA), with the recently 
negotiated supplementa~ ~greements. 

Two weeks a:go, I pr:esented testimony on this issue to the Senate 
Finance committee with Secretary.of state Warren Christopher and 
Secretary of the Treasury Lloyd Bentsen , and to the House COT.U:1ittee 
on ways and, Means with the Secretary of Labor Robe~t Reich and 
Administrator Browner. And,' last Tuesday, Secretary Espy and I 
appeared before the Senate Committee on Agriculture, Nutrition and 
Forestry o~ this subject. 

Over the next few weeks; I and my cabinet· colleagues will be 
participating in other hearings focusing on the NAFTA in both the 
House and the Senate. We appreciate these opportunities to present 
the Adminisitration I s case on why the approval of NAFTA is strongly 
in the national interest. 

NAFTA and the Administration I s Economic Strateqy __ 

Again!;t a background of intense debate, a mountain of 
misinforma1:ion, and considerable hyperbole, it is important to 
remember NAFTA really does a very simple thing. It eliminates over,· 
time tariffs and' non-tariff barriers among the united states, 
Mexico and Canada, creating the world's largest market: 3700illion 
people and $6.5 trillion of production. 

NAFTA will reinforce and enhance the free trade agreement 
negotiated between the United States and Canada and will help 
equalize tlhe terms of 'trade between the United States and Mexico. 
Current rules clearly are in Mexico's favor. Mexico's tracie­
weighted tilriffs average 10 percent, compared with four percent for 
the United States. Mexico is also a major beneficiary of the 
Generalized System of Preferences (GSP). This means that a 
significant portion of its exports to theUnit~d states enter duty 
free' under this GATT-sanctioned tariff preference program for 
developing countries . The· GSP program is a' one-way tariff 
preference program . 

In the ag:ricul tural sector, Mexico maintains an extensive system of 
licenses issued at the government's. discretion which control 
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ir.:ports of a broad range c: arr.lgoods'. In r.ost cases, Mexic=' S 

agricultural import lice::.s ng requi:::-ements were establistei 
specifically to protect aga:nst the threat of unrestricted impo~s 
froo the. United States. \\!1ile the United States also maintai::s 
nor.-tariff barriers on cer~ain agri~ul~ural products (Section 22 
quotas on dairy products, peanuts, certain types of cotton, a:::! 
sugar-cont2Lining products, as well as po~ential restrictions c:: 
beef and other neats under ::he U. S. Meat Import Law) I Mexico is r:.c~ 
a najor exporter of any of these prcducts. In our bilatera: 
relationship, the maintenance of these non-tariff barriers helps 
Mexico muc;h more that than it helps us. Conversely, tJ:.e 
elimination of these barriers will be more beneficial to the Unit:e:i 
Stat~s than to Mexico. 

The. va'st new market created by !lAFTA· also makes us :core 
co=.petitivl! against Europe and Japan and will result in the 
creation of new jobs. And it is a vital element: of the President's 
overall economic strategy. 

President Clinton and, this Administration are committed' to 
building the strongest, most productive, most competitive econol:Y 
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. I 

We az'e finally facing the fact that' our economy,as well as 
the global economy, is changing. 

As all of you are all too aware, over the last twenty years, 
real wag,Ees and job opportunities for unskilled workers in 
manufacturing have declined. ,Bllt.at the same· time, . technological 
advances have made American workers more productiv.e. Technology bas 
revolutiotlized the world, as well. Our economy is no longer self­
contained.. We compete in a global economy, where capital and 
technology are mobile. These trends are here to stay. The question 
is flot wh~:!ther we adapt to them, but how. 

Our ,economic strategy started with the President's econollic 
package: putting our economic house in ·order by attacking the 
budget deficit, increasing public and .private investment, and 
undoing some of the unfairness in the tax code by making upper 
income taixpayers 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 cre~tion 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 govern=er:::: 
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~ore effective and accessible, but it will also teduce the size and 
cost. of gi::lVernment, freeing up. resources that can be used for 
productive investment. 

These initiatives ..:.- along with welfare reform, changes in 
education, worker 'training, investing in technology -- all work in 
pursuit of the sane objective: to build·a ::.ore productive and 
conpetitive economy. 

~ 

Our t:rade policy, including NAFTA, is an essential part of 
that stra1:egy _ Since we are producing Dore ..... i th fe.er workers, 
opening up new markets is the key,.to new job creation and ,economic 
g,rowth. Closing ourselves· off from the w·orld does nothing to 
improve ollr. competitiveness and only deprives us of. new .economic 
opportunities. As. President Clinton has s~id, we must compete, no~· 
retreat bEthind our borders. 

This is, of course, precisely what our competitors are doing. 
The EuropE~an Community is expanding trade with Eastern Europe and 
the countries of the former Soviet Union. Japan is searching out 
new oppor<t::.unities· in China, Malaysia, Indonesia and the rest of 
Asia. 

In this intensely competi tiveglobal economy, NAFTA presents 
an opportunity to compete freely in a vast new market: 90 million 

I. peopIe in Mexico, in a fast growing area ~ungry for U. s. goods. It 
is also at step to an even larger ma'rket -- 400 million people 
throughout'Central and South America and .the Caribbean. 

Thi:! United states seeks to open markets everywhere and trade 
and compete worldwide. We have nearly $200 billion· each year in 
two-way trade with the ECi through APEC,' we seek expanded trade 
with the rapidly growing nations of Asia.' Japan is a major market 
for U.S. products, despite the major and persistent barriers that 
we are coinmitted 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, d.espite having a population of only 27 million, and Mexico 
has become our third leading trading partner, despite its historic 
policy of maintaining a closed economy ~ Shared borders and 
geographical proximity do matter,even in this globalized economy. 

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, in recent years, to cast off the controls on 
their economies and the shackles on their political systems. They 
took thes.e steps at the urging of the Uniteq States. 

3 
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Tariffs have fallen and non-tariff b~rriers have been reduced. 
Since 19f39, lj. S. exports to Latin A:mEj!r ica and :he Caribbean 
incteased over 50 percent and are growing at ever t~ice the rate of 
U.S. expclrts to the rest of the ,;,..orld, making this region our 
second fastest growing market. They have beco~e a growing market 
for U.S. products; ';3% of Latin Anerican i!ilports come from the 
United States. 

Chile, Venezuela, Argentina and many other nations are 
. intently follo~ing the NAFTA debate. The possibility of NAFTA 
accession provides an incentive for further trade and investment 
liberalization in the region. The decision to reject NAFTA would 
have profoundly negative economic and political consequences 
througho1.:lt the hemisphere. 

The companies, farmers and workers of the United States are 
world-clctss competitors. We lead the world in everything from 
airplanef; 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 and steel. We' have 
regained our position as the world's leading exporter. But 
expandinq our access to markets and assuri,ng that the markets of 
other nations are as open to our goods and services as ours are to 
theirs is absolutely critical tc;> our success at creating economic 
growth and jobs. . 

Jap,anese firms have long benefitted. from having a lock on the 
emerging markets of Asia. NAFTAwil1 give U.S. firms a definite 
advantage in the Mexican market. The NAFTA· gives the U. S. the 
potential to compete more effectively, with Japanese economic 

"~~ 	 strategies. Japanese companies have 'invested heavily in the 
emerging economies of the Far East and set up assembly plants to 
assemble Japanese components into finished products for export. 
This crE:ates a trade surplus for Japan .with these countries and 
increases Japan's production and exports. The NAFTA can be an 
instrument for helping the United States and Mexico cooperate in 
meeting Japanese competition and producing more globally 
competit,ive products. 

In the new global 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 NAFTA blindly. We 
do not have to speculate about the results from this change; we 

. have gOlle through a seven year trial run. 

Job Grollth and Trade with Mexico 

Starting in 1986, Mexico, recognizing t;hat its· economic policies 
had beell disastrous, began to lower trade and investment barr i ers . 
The results have been dramatic for the united States: 
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• Frol:l 1987 to 1'992, .;e transformed a S5.7 billion trade 
dE~ficit with Mexicoin::':l a $5.4 bi,llion trade surplus. 

• t:.S. exports to Mexico increased from $12.4 billion in 
1986 to $40.6 billion 'in 1992';, with increases coming 
across the board frol:l computers to agriculture. 

• ~exico has become our third ,leading export market, 
and our second leading l:larket for nanufactured exports 
($34.5 ~billion) and :lur third, largest market for 
agricultural products ($3.7 billion) . 

I 

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

• ~OO,OOO U.S.job~ related to exports to Mexico were 
created. 

The success of the past seven years has occurred even though 
Mexican tr,:lde barriers' -- tariff and non-tar iff -- remain far 
higher than ours. Bringing dow" the remaining barriers, which is 
what NAFTA does, will ensure continued growth of u.s. exports to 
Mexico, which have' been such a bright spot, in our economic' picture 
for the past seven years. 

Virtuillly every' responsible study -- and there have been over 
two dozen ._- concludes that NAFTA will produce a net gain in jobs 
or an incrlease in real wages in the Unit~Q States. The consensus 
is that with NAFTA, an additional 200 ,000 jobs rel~ted to exports 
will be cn~ated in the u.s. by 1995. Whilll! ,the studl.es acknowledge 

.;"? 	 that there will be some jobs lost in certain sectors, they agree 
that the jobs lost will be a relatively small number compared to 
the jobs that are lost in the United states overall, because of 
defense co:nversion, 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. 

Despite the overwhelming evidence, some have argued that 5.9 
Dillion U.S. jobs are flat risk" if NAFTA is adopted. They got that 
number siJilply by calculating the number of U.S. jobs in industries 
where wagfas. account for nore than 20% of ,the value of output. It 
includes' :high wage, high skill sectors such as sonar equipment, 

. aerospace, =edical equipnent and telecommunications where credible 
studies agree that there will' be a future job gain due to NAFTA. 
It also includes non-traded sectors, such as bakers, which do not 
compete "/ith }1exico at all. . 

We believe the critics are looking at the future through a 
rear vie~' Dirror. To the extent that there has been job loss, to 
Mexico, it is precisely because of trade dlstortions in the current 
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trade relationship with Mexico, which we seek to change through 
NAFTA. 

NAFTA and tbe status QUo 

7he status quo in our trade relationship with Mexico is, quite 
sicolv, unacceptable. NAFTA will level the, playing field for U.S. 
work~~s. It makes the rules fair and ends an unbalanced trading 
relationship that has existed between the United States and Mexico 
that has \oTorked to disadvantage U. S . companies and workers 
producing in the United States. 

Historically, Mexico has been a closed, state-controlled 
econo:lY. T{) shield its industry and agricul,ture from competition, 
it relied on tariffs as high as 100% and a full range of non-tariff 
barriers, including domestic content requirements, restrictions on 
investment, performance requirements to ,keep out exports, and 

. import licensing requirements. The result was that Mexico was 
largely cll)sed 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 re:ason, Mexico remained largely closed to U.s. business 
until u.s. and Mexican law combined to produce the maquiladora 
program. Bl.1t this program hardly resulted in an open Mexican 
market. 

The maquiladora program resulted in trade preferences and 
incentives for companies to locate assembly plants in Mexico to 
produce fOlt the U.s. ma,rket.. It gave products assembled in Mex:ico 
these preferences while at the same time maintaining all of 
Mexico's tI~'ade and investment barriers. The program thus created 
an artificial "export platform" in Mexico, with products assembled 
in :c::aquiladora plants being required to be exported to the U.s. By 
1992, there were over 2, 000 maquiladora, factories operating in 
Mexico, thi! overwhelming number of which were established by U.S. 
and Mexica,n corporations, employing more than 400,000 Mexican 
workers. . 

In addition, Mexican import protection and rules requiring 
fir::.s selling in the Mexican market to locate in Mexico made it 
difficult if not impossible for firms producing in the U.S. to sell 
into Mexico. Non-tariff barriers -- licensing, citizenship 
requiremen'ts, and a host of other regulations were especially hard 
on small businesses in the U.S., which do not have the resources to 
navigate through the. bureaucratic maze in Mexico. 

The result of the maquiladora program and Mexican protection 
has been to distort 'Q. S. -Mexican trade, l~miting exports from the 
U.S. to Mf!xico and exaggerating exports from Mexico to the u.s. 

, 
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NAFTA tran{;forms the situation by opening :'!exico's market and 
eliminating the distortions created by the ::-.aquiladora program. 
Under NAFT.r.., Mexico el i::linates its i::lport protection and -::he 
maquiladora program is also effectively' el L::linated, permitting 
firms to sell in,the Mexicari market without restriction~ 

, 
~uchcf the opposition to NAFTA reflects justifiable concern 

'about the policies of the past that have. disadvantaged t:. 5 ~ 
workers. Despite Mexican progress 'in voluntarily opening'marketi, 
Mexican tariffs remain, on the ave,rage, 2 ~ 5 times higher than ours. 
By contrast:, over 50% of our imports from l'!exico already enter 
duty-free. Our average tariff on imports is only 4%. 

: / 

~exico currently ~as no obligation to continue recent market­
opening moves on which thousands of U.S. jobs already depend. NAFTA 
will' not 'only lock in current access but f,!xpand that access. 

NAFTA will require relatively littl~ change on our pa~ -­
while requiring, Mexico to sweep away decades of protectionism and 
overregulat,ion. NAFTA will eliminate, especially burdensome tariffs 
and non-tar'iffbarriers in a: number of key sectors where the 0.5. 
is coopetitive vis-a-vi;; Mexico, such as ~utos and agriculture. 

NAFTA lets 0.5. workers compete on a level'playing field with ;" 
fair rul es., And we are confident, 'in t.hose .circumstances, o. S. 
workers will succeed. 

NAFTA will give u.s. exporters a:sj,gnificant:.,preference 'in' the . .. ".:. ~ 

rapidly expanding Mexican market over Japanese, European, and other, 
foreign sujJpliers. As I have already noted, Mexico's tarif.fs· 
average 10 percent. Countriesothe.rthan' the Uriited, States (and 
Canada) will continue to face Mexican duties.,; In addition, 
Mexico's current import licensing requiz;-ements on agricultural 
imports wOuld disappear for the ,Uni ted States (and Canada, for most 
products) v/hen the NAFTA goes into effect. However, a license 
could be required to bring in covered products from all other 
countries. 

u.s. exporters of most agricultural products will share 
unrestricted access to the. Mexican market with their Canadian 
counterpart,s. For dairy, paultry, and egg I products, however, u. S. 

~ 	 shippers will have preferential access to Hexico's market: Canada 
and Mexico agreed to exempt these items fr,om their agreement. It 
should be rioted that Mexico is the world's largest import market 

. for powdered milk, and demand' is expanding for all dairy, poultry 
and egg products .. With the access provided: by NAFTA, our proximity 
to the market, and, our potential to produce large supplies of 
competitively-priced dairy~ poultry, and egg products, NAFTA will 
provide an I~xcellent opportunity for, boosti~g export sales of these 
products. 
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Major Featu,res of NAFTA 

Reduct:ion of 'Mexican ,Tariffs: Under :NAFTA, half of all U.S. 
exports to ,Mexico become eligible for zero ~exican tariffs when 
NAFTA takes i effect on January 1, 1994. Those exports which will be 
tar iff-free include some of our most compet,itive products, such as 
semiconductc)rs and computers, machine tools, aerospace equipment, 
telecommuniC::ations equipment, electronic· equipment, and medical 
devices. Wit:hin the first five, years after NAFTA's implementation, 
two-thirds c)f U.S; industrial exports will enter Mexico duty-free. 
That makes U.S. products more competitive. 

Removina Mexican non-tariff barriers.' NAFTA 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, NAFTA will 
eliminate the requirements that force U.S. companies to purchase 
Mexican goc)ds instead of U.S.-made equ~pment and compolu!nts. 
Moreover, NJI~FTA abolishes the 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. cI)mpanies produce in Mexico in order to sell there will 
also be phased out. . 

Major Benef:its of NAF'l'A 

openine; up Trade in Aqriculture. 1 am sure that Secretary 
Espy will elaborate in more detail on the benefits NAFTA includes 
for Americai:'l agriculture.' But let me touch on some of these.' 

As this committee knows, exports a:re, the ,life blood of 
Americana~Jriculture,. As much as one",:,quarter of our total 
agricultural production is exported and for some k.ey commodities, 
the share shipped overseas is even higher. ,The economic well-being 
of our agricultural sector is directly linked to our ability to 
sell our prl::»ducts in international commerce. To ensure growth in 
our agricultural economy and prosperity in our rural communities, 
we must seclilre and expand our agricultural' export markets. NAFTA 
does that. •. / 

After Japan, Canada and Mexico are ,the second and third 
largest markets for U.S. ,agricultural exports. Since 1987, 
shipments o:E American. farm products to Mexico have nearly tripled, 
climbing frl)m $1.2 billion to $3.8 billion iIi 1992 and establishing' 
Mexico as our fastest growing :market for fam-produced goods. In 
fact, ,our t:wo neighbors accounted for more th~in 20 percent ($8 
billion) of U.S. agricultural exports in 1992. NAFTA secures our 

'access to these markets and establishes a sound basis for further 
'growth. 

NAFTA contains separate bilateral undertakings on cross-border 
trade in agj::-icultura'l products, one between: Canada and Mexico, and 
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the other between Mexico and the" Vni ted States. As a general 
matter, the rules of the U.S.-canada Free Trade Agreenent on tariff 
and, non-t2lriff barriers will continue to apply to agricultural 
trade between Canada and the United State~. 

The U. S. -Mexico agreement on market < access for agr icul tural, 
goods represents a significant change from the status quo and is 
one of thf~ highlights of NAFTA. Upon implementation of ,NAFTA, 
tariffs arld tariff-rate quotas will replace current non-tariff 
barriers in U.S.-Mexican'agricultural trade. Roughly one-half of 
U.S.-Mexican trade will be duty free when the Agreement goes into 
effect. Nine years later, all agricultural tariffs between the 
United Stiltes and Mexico will be eliminated except duties on 
certain highly sensitive products. ' , 

Barriers on U.S. imports of sugar, peanuts, orange juice and 
a few fruits and vegetables will not be eliminated until the 
fourteenth year after the Agreement takes effect. Also at the 
beginning of the fourteenth year, Mexico will fully eliminate its 

,barriers 0:0 corn, dry beans, powdered milk, ,sugar and orange juice. 

Mexican import licensing requirements for covered U.S. 
agricultural products will be eliminated as soon as the NAFTA takes 
effect. 1~his will secure access to the Mexican market for U.S. 
producers of products such as corn, dried beans, non-fat dry milk, 
poultry, barley/malt, animal fats, potatoes, eggs, tobacco, grapes 
and other products. While we have shipped significant quantities 
of many of these commodities to Mexico, the cessation of licenses 
has been «1 constant threat. Exporters ,,:,ho have been regularly 
supplying the market suddenly find that: their Mexican importer 
cannot obt,ain a license. Under present circumstances, there is 
l~ttle or no recourse. ' 

Another threat to our access has been the fact that most of 
Mexico's tariffs are bound in the GATT at 50 percent. However, 
Mexico typically applies a lower rate -- usually from zero to 20, 
percent. Without a NAFTA, we, have no basis for challenging an 
increase in Mexican tariffs, unless the GATE-bound rate of 50-' 
percent is exceeded. .. 

A decision by the Mexican government to increase duties on 
live cattle and beef last fall ,is instructive in considering the 
value of NAFTA. Although bound at 50 percent, Mexico had been, 
applying, :rIO duty on cattle and beef. However, last November 
tariffs were increased, up to .15 to 25 percent on live cattle and 
various categories of beef. Since we had no BAFTA rights and could 
not exercise our GATT rights .because the iucrease did not exceed 
the GATT-bound rate,' we could not effectively respond. 

The N:AFTA requires that Mexico elimiitate all duties on U.S. 
and Canadian live cattle and beef. It may maintain the higher 

\,") duties on ;all other countries. 
,~ 
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Mexican demand for food is likely to grow significantly over 

the next few decades. The NAFTA, our proximity to the market, and 
our unparalleled ability to produce 'large quanti ties of 
competitively-priced farm products ideally positions U.S. farmers 
to satisfy much of that expected growth. As evidence of the 
potential for growth in Mexican deDand for food: 

o Mexico's population is about 90 million. With a 
median age of 19, compared with 33 years of age for the 
united States and Canada, Mexico's population growth rate 
is, and will continue to be, significantly higher that 
ours. 

o ME!xican demand for food is expect.ed to strengthen, 
perhaps by 5 to 6 percent annually, throughout this 
decade as the population gro.s, the economy picks up 
steam, and incomes rise. 

o· Mexico's, limited natural resource base (arable land 
and water supplies) will require increased imports of 
food and feedstuffs to keep pace with an expanding 
demand. Mexico has about o. 7 acres of arable land per 
person, compared with 1. 9 for the United states. (With 
Mexico's population rising at a faster rate, the U.s. 
advantage will widen.) 

The bottom line is that the NAFTA will give u.s. agricultural 
producers idgnificant opportunity in our hottest, lIIarket. We expect 
particular benefits for our exports of beef, pork:,' pou1try, eggs, 
dairy products, fresh fruit, grains and oilseeds. 

,Increased import demand from Mexico, will .··have a positive 
impact on u.s. farm prices and cash receipts, boasting u.s. farm 
cash receijpts a projected 2 to J percent. USDA also projects that 
u.s. agricultural exports to Mexico will be $2.6 billion higher 
annually when NAFTA is fully implemented than they would be without 
a NAFTA. 'l'bis means about 56,000 additional jobs. 

Enhancing Regional Health and Safety. Next to arguments about 
possible je)b losses, no issue has been more ,~otional in the debate 
than the unfounded charge by opponents that NAFTA undermines the 
ability of the u.S. government, and the states, to establish and 
enforce their environmental, health or safety laws and maintain 
high standards. opponents repeatedly raise the specter of Mexican 
fruits and vegetables covered with DOT, or other' prohibited 
pesticide l:'esidues, and wrongly suggest that we will not be able to 
stop their implementation. 

NAF'TJ' does not require the federal government to lower its 
environmental, health and safety standards. Indeed, NAFTA makes 
explicit that each' government ~ay establish the levels of 
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protect'::m for human I an':::alor plant ::ife or ' health that the 
govern::ent considers to be ap~~opriate and that any work under the 
NAITA tc :.:a.ke standards cc::pa-:':'ble anong -:he three countries is to 
be done nwithout reducing -:he' level of safety or of protection of 
hu::an, animal or plant life' or heal-:h, the environment or 
consuoe!"s. II Moreover, under ':he, ,NAFTA, state and local laws are 
free to :!ij:fer from federal :.a .....s, and can ,be::::ore stringent ,than 
those la-.s. 

Anot:he!r favorite sca:-e tactic of NAFTA opponents is to claim 
that NAITA will require us Co:- our states) to adopt international 
standards. In fact, the N.i..FTA explicitly provides, in Article 713, 
that a party can maintain measures oore stringent than 
internat:iortal standards. 

While granting the fede:-al govern::ent and the states, broad 
discretion to set their own environmenicil,' health and safety 
standards, NAFTA does require governments to meet certain 
elementary requirements .hen applying laws and regulations to 
achieve the government's chosen levels of protection in order to 
safeguard clgainst blatant trade protectionism in the guise of a 
health regu:lation. ' For example, NAFTA requires that the sanitary 
or phytosanitary measure used have a scientific basis and be based 
on a risk assessment appropriate to the cirCUI:lstances. This is a 
reasonable 'requirement. (The term "sanitary or phytosanitary, 
measure" is the technical tee for laws and regulations to protect 
hUJ:lan, animal or plant life or health from such ,risks as plant or 
animal pests or diseases or from contaminan~s in food.) 

Our' trading partners have repeatedly sought to exclude 
perfectly s:afe U.S. products from their markets byciting false 
"health- pretexts. The NAFI'A will help ensure that they cannot 
unfairly, eJcclude u.s. exports. At the same -eime, the NAFTA 
obligations do not threaten, u.s. sanitary and phytosanitary 
measures, s'ince our regulatory system and. that of our states 
already oeet the NAFTA requirement~. ' 

ConseqLlently t and contrary to the clai1:ls of its opponents I 

NAfTA poses no threat to such. U.S. lallS· a~ the Delaney Clause. 
(Under the Delaney Clause, Congress t'las decided that zero tolerance 
is the acceptable level of risk from carcinoqenic residues.) That 
is a judgmeJlt we are free to make under the NAFTA, which expressly 
allows each, country to choose the level. of :r:isk it will accept in 
sanitary and phytosanitary ::::easures. 

Far frc)m weakening environmental, health and safety standards, 
the NAFTA' alld. the suppleoental agreements aff irmati.vely encourage 
our three countries to, i~prove and enhance protection of health, 
safety and the environment. The supplenental agreement requires 
the signatories to °ensure that (their] laws and regulations 
provide for high levels of environmental protection" and to "strive 
to impr~ve them-, and creates a frame~ork for 'Working cooperatively 
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to har~onize our standards upwards. It 'also contain commitments 
for effe~:tive domestic enforce:-::ent of environmental and labor 
healih and safety laws, as well as a dtspute settlement system, 
backed ultimately by the possibility of trade sanc~ions, to expose 
and remedy problems of weak enforcement qf such laws. 

, In short, it is clear that we are far better off in the effort 

to i~prove protection of the environment~ health and safety with 

the NAFTA. 


NAFTA includes important benefits for ~ther key U.S. sectors: 

Opening up Trade in services. NAFTA will open new markets 

for the Clelivery of U.S. services to Mexico and, Canada, where 

service c6mpanies are already large and g1;'owing . NAFTA will allow 

U. s. service firms to provide their ser,vices directly from the 

United Sti!tes on a non-discriminatory basis, with any exceptions 

clearly spelled out. Furthermore, U.S., service companies will 

benefit f:t:"om the, right to establish, if they so choose, in Mexico 

or Canada. NAFTA opens the Mexican market to U.S. bus and trucking 

firms, financial service providers, and insurance and enh'anced 

telecommurdcations companies, among other~. 


Prote!cting U.S. copyrights. patents and trademarks. NAFTA 

will ensure a high level of protection under Mexican law for U.S. 

owners of patents, copyrights, trademarks, trade secrets, and 


'integrated! 'circuits, including strong safeguards for computer 
programs, pharmace~tical inyenti~n.~";"i,,~,~~,~~:rlf~.~,,;E,~~ql:"dings., .NAFTA 
obligates both Mex~co and Canada to"',enforce' ·~ntellectua.lproperty" , 
rights aga·inst infringement, both internally and at the border. By 
protecting" intellectual propertyri9hts, NAFTA will increase trade 
and. diminish losses from counterfeiting and piracy. 

u. s. motion pictures, 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% bf the U.S. work force, 
and exporting, by a conservative estimate~ $34 billion in 1990. 

'l'heSupplemental Agreements on Labor and the Environment 

President Clinton endorsed NAFTA last October during the 
campaign in a speech at North Carolina. State University I but he 
also set out a series of principles which he wanted to see 
incorpotat,ed into 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 hi! protected from the possibility of' import surges. 
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On Septenber 14, President Clinton, Prime Minister Campbell, 
and President Salinas signed historic agreements on environmental 
and labor cooperation. lri addition, ~exicanTrade Secretary Jaime 
Serra, Canadian Minister of International Trade Tom Hockin and I 
have concluded the negotiation of an understanding on import 
surges. 

These Agreements are ground-breaking. The fundamental 
objectives of the labor and environment: agreements are to work 
cooperativj!ly to improve conditions for ·labor and the environment 
throughout North America. and to improve national enforcement of 
national laws relating to labor and the environment. They commit 
all three l:lations to fair I open and equitable administrative and 
judicial processes for the enforcement of,environmental and labor 
laws. . .f' 

Each establishes a COm.r:lission,· .headed by a cabinet-level 
representat.ive of each government, which will make sure that the 
concerns of labor and of the environment have no less attention 
than that accorded in NAFTA to trade issues. / 

The Commissions will provide the f.irst tr inational forum for 
addressing environmental and labor problems facing this continent. 
For example, the environmental commissions can look at the spectrum 
of environmental issues from migratory. and. endangered species to 
transbounda;ry pollution, to advising the NAFTA Com:inission 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 and improving competitiveness 
and productivity. . 

; , 

The Cabinet officials will carry out their new 
responsibil:i.ties with the support of a secret:ariat, and the 
commissions will be able to draw on private expertise as Well. The 
environmental secretariat will be centrally located; the labor 
secretariat will consist of. national sections in each country. 

To enciourage improved enforcement, each of the agreements 
I provides a Ineans by which there can bean independent, objective 
evaluation and report on the effectiveness of national enforcement 
of nat~onal laws in the environmental and labor areas: by the 
secretariat (in the case of the environmental agreement) and by an 
Evaluation Committees of Experts (in the labor agreement). 

The agz;"eements also prov~de for dispute· settlement in the 

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 a9reed, in lieu of trade sanctions, to make assessments 
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and 	 other panel-ordered remedies fully enforteable by the 
Commission in Canadian courts. 

Import sutg-e and Other Safeg-uard Protections 

The Import Surge Agreement will complement the NAF'!'A by 
improving the effectiveness of safeguard provisions that allow 
action aga.inst:. imports that might cause or threaten serious injury 
to a domestic industry including the workers of that indu~try. 
The understanding on import surges establishes a new nechanism - ­
we refer to it informally as an nearly warning system ll 

-- for 
consultations among the NAFTAcountries and for examining economic 
factors, including employment, in the region. It is meant to' 
anticipate national trade measures, authorized under, the NAFTA, to 
respond tc increased imports. For example, a country might call 
for consultations and a 'joint examination in the cOI:l!littee as a 
result of declining employment in a particular industry.,

" 	 I 

" The llAFTA itself contains several important provisions to 
safeguard a country's industry and w,orkers against import surges. 

0\ 	 A bilateral safeguard mechanism permits the II snap-back'" to 
pre-N:rJTA or MFN tariff rates for up to three years -- or four 
years for extremely sensitiv~ product,S -- if increased imports' 
froJ:l Mexico are a substantl.al cause of or threaten s'erious ' 
injury' to a domestic industry. ' 

o 	 A global safe9"!lard mechanism a~lows the imposition of tariffs 
or ~otas on l.mports from Hexl.co and/or Canada as part of a 
multtlateral safeguard action when imports from either or both 
count:C'ies are a substantial cause of or threaten serious 
inj~f to a domestic industry. 

o 	 Sensil';ive agriculture products are ha~dled specially in the 
fOrDlof, tariff-rate quotas, where high HFN tariffs kick in 
above a specified quantity of imports. 

I 

o 	 Sensii:ive textile and apparel products also have special 
safeguard provisions to respond to those industries needs. 

The ~lorking Group established under the agreement will 
consider hClw well NAFTA's safeguard provisions are working and make 
recommendat:ions for revisions, as appropriate. 

Overall, the supplement~l agreements 'strengthen NAFTA, and 
represent a.1t unprecedented commitment to cooperate on these issues 
in connection with a trade agreement. 

Foreign policy Implications 

The NJ\FTA deserves to be approved on its economic Ilerits. 
However, ,e.specially in the light of u.s. agriculture's heavy 
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depende:ice on interna'tional markets, foreign policy impl ications of 
this issue should no~ be minimized. Echoing comments recently made 
by my friend and colleague, Secretary of .Sta~e Warren Christopher: 
"Rejection of NAFTA would seriously damage our relations with 
Mexico and erode our credibility with the other nations. of the 
hemisphere and around the world. For the United States, failure to 
approve NAFTA would be a self-inflicted. setback of historic 
proportions: . " 

In my view a congressional rejection of NAFTA would be a tlshot 
heard around the world". It would be read across the globe as a 
seachange, marking aU. S. retreat from our traditionally strong 
advocacy fe,r open markets, and expanded trade. 

As th,~ Secretary of State pointed 'out, aU. S. failure to 
approve NAF"TA would undermine Mexico's capacity to cooperate with 
us on vital cross-border issues that affect millions of Americans. 

Second, it would send a chilling signal about our willingness to 
engage in Latin America at a time when. so many of our neighbors are 
genuinely t'eceptive' to cooperation with the United States. 

Third, it would hand our major economic competitors in Europe 
and East A:sia a clear opportunity to gain' an advaritage in what 
should be naturar and growing markets for us .. 

Fourth, it would undermine our position as a negotiating 
partner on global trade Agreements I like the Uruguay Round, which 
are vital t.o the economi'c renewal of the United states. '. 

NAFTA is good economic policy and good foreign policy. 

Conclusion 

We cal'mot respond to the challenge ;of a changing world by 
drifting, content to accept the result of 9ther nations'. trade and 
economic strategies. We need our own strategy, which builds on our 
strengths, faces our weaknesses, and responds to the challenges and 
realities a.roundus. .. 

This Administration did not negotiate the NAFTA.. Moreover I 

Bill Clinton as a presidential candidate was sharply critical of 
the economic and ,trade policy of his predecessors. When confronted 
with the nE!ed to x::ake a decision on NAFTA, he approached it very 
skeptici!-lly. 

But when he studied it, he found that NAFTA ..:.- particularly if 
strengthened by supplemental agreements -- would be strongly in the 
econonic interest of the United States. 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 in place to build the 
world's most productive and competitive economy. 
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That c:oncludes :::Jytest.imony I Hr. Chair:::an. I ....·ould be pleased' 
to answer any questions. 
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The Administration Case For:NAFTA 
,statement of Ambassador Michael Kantor 

October 19" 1993 . ' 
! I . 

Good morning, Mr. Chairman and disting~ished members of the 
Ways and MeaJ1S committee. It is a pleasure: to address the 
Committee reqarding legislation to implement: the North American 
Free Trade A~freement. ' 

since P]~esident Clinton signed the Supplemental Agreements, 
to the NAFTA in September, the staffs and members ,of this 
committee have worked dilig,ently to craft the legislation, which 
theAdministl:~ation believes will implement an agreement that will' 
help restore economic hope ln this country_; The North American 
Free Trade A~rreement, in fostering growth aDd prosperity 
throughout Nc)rth America, is part and parcel of ·the economic 
policies to l.1Thich the Clinton Administratio*, is committed. 
Economic policies that will create high wage jobs for Americans 
and make us Dlore competitive against the Japanese, and the 
Europeans. All parts of our economic strategy are geared toward 
the realization that we must compete in a global economy. Health 
care reform, deficit reduction, welfare ,refqrm, changes in 
education, wClrker training, investing in te¢hnology all work in 
pursuit of the same objective· of building a ·more productive and 
competitive e:conomy. ' " ' : 

{I 

Mr. Chairman, I appreciate .and I know niy staff appreciates. 
the spirit of cooperation that has 'prevailed during this process 
and-'we thank you for it. 

I would like to say a few brief words about the process upon 
which we have embarked- fast track. Fast Track is a prime 
example of how the executive and legislative: 'branches can work 
together. Trade ishistorieally and' constitutionally the purview 
of Congress -- and rightfully so -- but, of course, it is also, a 
foreign policy issue. In that sense, I think' Fast Track is a 
sensible way to address trade negotiations -~ the President 
negotiates the agreement with the conSUltation and advice of the 
Congress. 

Indeed', :Fast Trqck has been .effective in producing our two 

most recent mi:t jor .trade agreements -- the Tokyo Round and 

Canadian Free Trade, Agreement. It is my eXpectation that the 

Fast Track prljc~dure will, in this instance, ;produce a NAFTA 

which the Committees ,of jurisdiction andtheiCo"ngress can 

support. ' 


i 

Otlr trad.~' policy is an essential part of: the 
Administration's strategy. In the global ecc:momy, opening up new 

I: 
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markets is t.he key to new job creation and economic growth. The 
stakes are bligh. 

Let me, more specifically, say a few words about what we are 
trying to accomplish with NAFTA. President Clinton was elected to 
change the status quo and that is exactly what NAFTA does. - ­
changes the status quo of a trade relations~ip with Mexico that 
works against U.s. businesses and workers. Mexican goods entering 
the U.s. enj,oy very low tariffs while U.s. goods entering Mexico 
face tariff levels two and a half times higher than ours. 

Mexico, through tariff and non-tariff barriers has
/ 

historically done much to create incentives, for the US to move 
jobs to Mexic::o. NAFTA provides an opportunity to change that. 

* It phase eliminates the trade distortions that have 
beEm created under the Maquiladora program. 

* Mexico's high tariffs will come down. 

* Mexico's nontariff barriers (or unfair rules) will. 
ccmile down. 

* Because of the precedent setting Supplemental 
Agreement on the Environment and Labor Mexico's present 
lax enforcement of environmental and labor standards 
will cease to give operating' advantages to companies
locating there. ' 

?
It is clfaar, Hr. Chairman, our companies, farmers and 

workers are wCJrld-class competitors. But expanding our access to 
markets and a!';suring that the markets of other nations are as 
open to our gc:,ods and services as ours is totheirs--is absolutely 
c=itical to Otll' success at creating economic growth and jobs and 
competing in l:he global economy. ' 

NAFTA presents an opportunity to compete freely in a vast 

new market: 9Cl' million people in Mexico hungry for U. S. goods. 

NAFTA is also a step to an even larger market! -- 400 million 

people throUghout Central and South America and the Caribbean. 


NAFTA eliminates tariffs and non'tariff'barriers among the 
United states, MexicQ and Canada, creating the' world's largest 
market: 370 million people and $6.5 trillion of production. That, 

. in turn, makes us more competitive against Europe and Japan and 

will result in'the creation of new jobs. 


This Ad.mi.llis~ation wants to change the status quo in our 
trC!-ding relati(Jnship with Mexico. We want to eliminate the 
tariffs and nOll-tariff barriers that hurt our ability to compete 
in Mexico. We want to eliminate the Maquiladora program, which 
has distorted U.. S. business decisions and hurt u.s. workers. We 
want to work tclgether with the Mexicans to trY. to solve the 
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environmen1:al problems that plague our border, and, with the 
supplemented Agreement on Environment, ensure that the economic 
growth froDt NAFTA does not come at the expense of the 
environment~ • 

But we are not.going into NAFTA blindly. starting in 1986 
Mexico, rec:ognizing that its economic policies had been' 
disastrous, began to open up its economy and lower trade and 
investment barriers. The results have been dramatic. for the 
United states: 

From 1987 to 1992, we transformed a $5.7 billion trade 
deficit with·Mexico into a $5.4 billi'on trade surplus. 

u.s. exports to Mexico increased from $12.4 billion to 
$40.6 billion in 1992, with increases' coming across the 
board 1:rom computers to services to agriculture. 

'. ,I ' 

ME!xicohas become our third leading export market, our. 
second leading market for manufactured exports ($34.5 
billion) and our third largest market for agricultural 
product.s ($3. 7 billion). 

400,000 U.s. jobs related to expo~ts to Mexico were 
created. 

'.. 

The success of the past seven years has occurred even though 
Mexican tradle barriers -- tariff and non-tariff -- remain far 
higher than .Jurs. Bringing down the remaining barriers will 
ensure continued growth of u~S. exports to ~exico. 

Mr. Chairman, I would like to address; what has been orie of 
the lessertillked about issues in the course' of the_ NAFTA debate: 
the stunning foreign policy consequences ofrejecti'ng the NAFTA. 
The distinguished Secretary of State, Warren Christopher, was 
extremely art~iculate and persuasive on this .point in his 
a!;)pearance be:fore the Senate Finance' Committee and I would like 
to touch upon the more salient points of this issue. 

u.s. foreign policy, in many ways, begins with our 
neighbors, Canada and Mexico. As a result o'f the CFTA, bilateral 
trade and inv,estment have increased with our' neighbor to the 
north. For Mexico, however, NAFTA is about far more than just 
tariffs and t:r'ade. ·It is a symbol of the new relationship and 
the pragmatic pursuit of cooperation'which could mean a new 
beginning in tJ.s. IMexico relations. . 

NAFTA is a pivotal point in our relationship with Mexico. 
As such, it ccmvinces Secretary Christopher, me, and others that 
the NAFTA is in the overriding national interest of the United 

. States. 
I 

Rejecting NAFTA would undermine Mexico's capacity to 
cooperate with us on a number of cross-border, issues that affect 



t 

millions of Americans. 

Rejecting NAFTA would send a chilling signal about our 
willingness to engage in Latin America at a time when so many of 
our neighbo:l:'s are generally receptive to renewed improved 
cooperation with us. 

, 
Rejecting NAFTA would undermine our position as a reliable 

negotiating partner on global trade agreements vital to the 
economic rellewal of the United states . 

. NAFl'A" if it is approved, will reinforce Mexico's 
unprecedentE~d efforts, led by President salinas, to open its 
economy, clj~ out of much of its debt, renew its growth, 
privatize its industries, welcome foreign investments and reduce 
tari.ffs by 80", from their 3.986 levels. 

President Clinton is cpmmitted to building a hemispheric 
community of democracies linked by growing economic ties and 
common beliefs. NAF'l'A will encourage demoeratic governments 
throughout tne hemisphere, that have opened their economies to 
trade and in:vestment with the U.S, to contm,ue down those paths. 

critics of MAFTA seem to believe U.s. workers can't compete 
with their ftlreign counterparts. u.s. workers are the most 
productive in the world, and they didn't get that way because we 
closed ourselves off from the world. They got that way with 
ingenuity, superior technology and hard work. Even though the 
challenges Wly be great, if we open up markets for u.s. workers, 
and let them compete on a level playing field, they can do even 
better. 

All bar'icans agree that we cannot respond to _~he challenge 
of a changing' world by drifting. We need our own strategy, Which 
builds on our' strengths, faces our weaknesses, and responds to 
the challenges and realities around us. 

The President has said many times, he would not support 
NAFTA if he did not know, based on the most intense studyh, that 
it would c:rea'te jobs.' The fact is we have to compete in Po global 
economy now. "e have to open' and expand markets, if we want to 
create jobs, ~d be more productive and competitive. The exciting 
and radical cbanges we all have witnessed over the last years 
that have c:r~lted a ,global economy are here to stay. We have to 
harness these changes'and make them benefit all Americans. The 

. key to doing that is expanding trade, through MAFTA, through the 
Uruguay Round, and other trade negotiations•. 

The President· said it best wnen he signed the historic side 
agreements toMAFTA. "Are we going to compete and win or are we 
going to withdraw?" 
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TESTIMONY OF AMBASSADOR MICHAEL KANTOR 

United States Trade Representative 


before the Senate Commerce Committee 

October 21, 1993 


THE ADMINISTRATION'S CASE FOR NAFTA 

Mr. Chairman, members of the Committee, I am pleased to appear 
before you today to set forth the Clinton Administration's case for 
the North American Free Trade Agreement (NAFTA), with the recently 
negotiated supplemental agreements. . 

This fall, members of the administration have appeared before 
Committees in the House and the Senate and over the next few weeks, 
we will be participating in other hearings focusing on the NAFTA. 
We appreciate these opportunities to present the Administration's 
case on why the approval of NAFTA is central to our national 
interests. 

The quest.ion we must ask ourselves as we c.onsider the NAFTA is 
whether the United States will be significantly better off with the 
NAFTA and its ~ide agreements than by rejecting them. We believe 
that the answ€~r to· that question is a clear and resounding yes. 

The case for NAFTA comes down to two compelling points: NAFTA 
will increase economic growth and jobs in the United States, and 
NAFTA will help us resolve problems that trouble Americans in our 
current relationship with Mexico. Prominent among those problems 
are issues related to environmental protection and our citizens' 
health and sa:Eety that I know are of particular interest to this 
committee. 

There is a related point that is missed too often by the 
opponents of this agreement: rejecting, the NAFTA and the 
supplemental agreements will not solve the problems that trouble 
us. The NAF'l'A will help us solve these problems in a way that 
benefits our country and our continent. 

NAFTA and Our Trading Goals 

Against a background of intense debate, a mountain of 
misinformation, and considerable hyperbole, it is important to 
remember that what NAFTA really does is some, very simple things 
which Americans have long sought in our trading relationships. The 
NAFTA levels a playing field that is now tilted against us. Over 
time it will eliminate tariffs and non-tariff barriers among the 
United States! Mexico and Canada. Mexico and Canada will give our 
products preferential treatment compared to our competitors in 
Europe and in Asia and end the failed maquiladora programs. In 
addition NAFTA and its side agreements will address long-neglected 
environmental and labor issues. 
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The NAFTA creates the world's largest market: 370 million 
people and $6.5 trillion of production. That makes us stronger 
here at home, and better able to compete with Europe and Asia. 

At the same time, NAFTA has strong rules to stop unfair 
treatment of· American products and American investors. It requires 
Mexico to change laws that have forced ou:r;- companies to move 
production to Mexico in order to sell their products in Mexico. It 

. requires protection from piracy of our films', our books and our 
technology. the supplemental agreements will require stronger 
enforcement of laws protecting.labor and the environment, and will 
help us work together with Canada and Mexico to improve d~ficient 
laws. 

NAFTA and the Administration's Economic Strategy 

The NAFT.A package is a vital element of the President's 
overall economic strategy. 

Pre'sident Clinton and this Administration. are committed to 
building the strongest, most competitive economy in the world. By 
doing so, we will expand job opportunities for United States 
workers and for their children who will be entering the work force. 

We are finally facing the fact that our1economy, as well as 
the global economy, is changing. Technology has revolutionized the 
world. Our economy is no longer self contained, and the U. S . 
economy no longer dominates the world's economy. We compete in a 
global economy, where capital and technology are mobile. These 
trends are here to stay. The question is not whether we adapt to 
them, but how. 

Our economic ~trategy -- health care r,eform, reducing the 
deficit, increasing public and private investment, reinventing 
government, wE~lfare reform, changes in education, worker training, 
investing in technology all work in pursuit of the same 
objective: to build a more secure productive and competitive 
economy .. 

Our trade policy, including NAFTA, is an essential part of 
that strategy. 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. We 
have regained our position as the world's le~ding exporter. Last 
year U. S. trade in goods and services exceeded one trillion 
dollars. I 

Opening up new markets is the key to 'new job creation and 
economic growth. NAFTA presents an opportunity to compete and win 
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 peopre throughout Central and South 
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America, and the Caribbean. 

The United States seeks to open markets everywhere. We seek 
to trade and to compete worldwide. We have 'nearly, $200 billion 
each year in two-way' trade with the countries of the European 
Community; through APEC, we seek expanded trqde with the rapidly 
growing nations of Asia. Japan is a major market for U. S. 
prodw:::ts, despite the major and persistent barriers that we are 
committed to breaking down. Completing the Uruguay Rouhd -- 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 ,of only 27: million, and Mexico 
has become our third leading trading partner, despite its historic 
policy of maintaining a closed economy. 'Shared borders and, 
geographical proximity do matter, even in this globalized economy. 

And we have a natural advantage, and a great opportunity~ 'to 
expand trade and investment with Mexico, and then with the rest of 
Central andJ~atin America and the Caribbean. Many of those 
countries havE: chosen, in recent years, to cast off the controls on 
their economies and the shackles on their political systems. They 

'took these steps at the urging of the United States. 

Tariffs have fallen and non-tariff barriers have::been reduced. 
Since 1989, U. S. exports to Latin America and the Caribbean 
increased over 50 percent and are growing at over twice the rate of 
U. S. exports to the rest of the world, making thi,El region our 
second fastest growing market. They have become a giowing market 
for U. S. products; 43% of Latin American', imports come from the 
United States. ' 

Chile, Venezuela, Argentina and, many, other nations are 
intently following the ~AFTA debate'. The possibility of NAFTA 
accession provides an incentive for further ,trade and investment 
liberalization in the region.' The decision tb reject NAFTA would 
have profound negative economic and political, consequences 
throughout the hemisphere and for the prospects for the expansion' 
of trade in the global trading system. 

The NAF'I'A is an instrument for helping the United States, 

Mexico and Canada cooperate in meeting Asian and' European 

competition., It will help us produce more globally competitive 

products. 


In the new global economy, there are challenges and risks, as 

well as great opportunities. I am confident :that American workers 

are up to the challenge of competing-- and will reap the benefits. 

One reason I am so confident is that we are not going into NAFTA 

blindly.' We do not have to speculate about the results' from this. 




- 4 ­

changej we have gone through a six year trial.run. 

Job. Growth and Trade with Mexico 

Mexico, recognizing that its economic policies had been 
disastrous, has begun to lower trade and investment barriers. The 
results have been dramatic for the United St~tes: 

• Prom 1987 to 1992, we transformed a $5.7 billion trade 
deficit with Mexico into a $5.4 biLlion trade surplus.. , 

e U.S. exports to Mexico increased from $12.4 billion in 
1986 to $40.6 billion. in 1992, with increases coming 
across the board from computers to agriculture. 

! , 
411 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). 

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

• 400,000 U.S. jobs related to exports to Mexico were 
crE!ated. 

• 70% of all. dollars spent by Mexicans on imports are 
spEmt Qn U. S. products. 

The success of the past seven years has occurred even though 
Mexican tradE! barriers remain far higher than ours ,-Bringing down 
the remaining' barriers, which is what NAFTA does, ensures continued 
growth of U.s. exports to Mexico, which have been such a bright 
spot in our economic picture for the past seven years. 

j; 

Virtually every responsible study that l:'j.as looked at the labor 
issue concludes·that NAFTA will produce a net gain in jobs or an 
increase in real wages in the United States. The Administration 
believes that with NAFTA, an additional 200, 000 jobs related to 
exports will be created in the U.S. by 199p. While the studies 
acknowledge that there will be some jobs lost in certain sectors, 
overall, . job gains will significantly exceed job losses, The 
studies also agree that the jobs lost will be a relatively small. 
This is trUE because Mexico's economy is qnly one-twentieth the 
size of ours, and our tariff and non-tariff barriers are already 
low. Mexico's productive assets, capacity and infrastructure are 
far below levels and standards in the United ,States or even Canada. 
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NAFTA and Our .Current Trade Problems 

Ironically, most of the concerns you hear in America about 
NAFTA are in rE:ality problems that exist right now - - problems that 
the NAFTA will address. For example, in the trade area, despite 
Mexico's recent liberalization and despite t~e enormous gains we 
have enjoyed in our bilateral trade in recent years, the playing 
field is still tilted against us. NAFTA will level the playing 
~field for U.S. workers. 

For one, it will eliminate Mexican perfo;rmance requirements 
and other unfair rules in the auto sector - requirements that 
imports of vehicles into Mexico must be offset two-to-one by 

. exports of Mexican-made cars. It will eliminate the requirement 
for Mexican importers to secure a government permit each time they 
want to buy U.S. potatoes. Mexico has the right under the GATT to 
raise its tariffs up to 50%. If it chooses to do so, U.S. exports 
would not be affected because of the protections we gain under 
NAFTA. . 

Historically, Mexico has been a closed, state-conirolled 
economy. To shield its industry and agricult¥re from competition, 
it relied on tariffs as high as 100% and a full' range of non-tariff 
barriers, including domestic content requirements, restrictions on 
investment, performance requirements to keep out exports, and 
import licensing requirements which allowed the central government 
to dictate the levels of MexicQ~ s _'Ctgi::"'Gu~lt.p:t;al!.,:;~Xit:hp.ort's .·...As . a. 
result, protected from competition from .imports , Mexican producers 
were inefficient, and the Mexican economy was characterized by 
widespread poverty. Mexico's protection-iE?,t .regim~ 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 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. 

The maguiladoraprogram created 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 barriers. The· program thus created 
an artificial lIexport 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, employing more than 400, 000 Mexican 
workers. 



'. 


i:- 6 ­

In addition, Mexico's high import barriers and Mexican rules 
requiring firms selling in the Mexican market to open factories in 
Mexico have made it difficult if not impossible for many of our 
companies to sell products made in the u.s. in ~Mexico.· Non-tariff 
barriers - - licensing, citizenship requirements, and a host of 
other regulations were especially hard on small businesses in the 
U. S., which do not have the resources to naviga·te. through the 
bureaucratic maze in Mexico. . 

The NAFTA will transform the situation by opening Mexico's 
market and eliminating the distortions created by the maquiladora 
program. Under NAFTA, the maquiladora program is effectively 
eliminated, along with 'import protections, arid existing factories 
will be permitted t9 sell in the Mexican market . without 
restriction. 

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

Mexico currently has no obligation ,to continue recent market­
opening moves on which thousands of .U. S . jobs already depend ~ 
NAFTA locks in current access and·expands on.it. 

NAFTA will require relatively few changes ,on our part - while 
requiring Mexico to sweep away decades o·f protectionism and 
overregulation. NAFTA will eliminate especially burdensome tariffs 
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. 

NAFTA 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. 

. NAFTA will give U. S. exporters a significant preference in the 
rapidly expanding Mexican market over Japanese, European, and other 
foreign suppliers. As I have already noted, Mexico's tariffs 
~verage 10 percent. Countries other than the United States (and 
Canada) will continue to face Mexican duties. In addition, 
Mexico's current import licensing requirements on agricultural 
imports will disappear for the Unite.d States, (and for Canada, for 
most products) when the NAFTA goes into effect. However, a license 
may still be required to bring in covered products from all other 
countries. ' , 

Major Features of NAFTA 

Reduction of Mexica
exports. to ME:xico become 

n Tariffs: 
eligible for 

Un NAFTA, hal
zero :Mexican 

der f of all 
tariffs 

U.S. 
when 

, , 
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NAFTA takes effect on January 1, 1994. Those exports which will be 
tariff-free include some of our most competitive products, such as 
semiconductors and computers, machine tools, a,erospace equipment, 
telecommunications equipment, electronic equipment, and medical 
devices. Within the first five years after NAFTA' s implementation, 
two-thirds of (f.S. industrial exports will enter Mexico duty-free. 
That makes U.S. products more competitive than those of our rivals. 

, . 

Removing Mexican non-tariff barriers. NAFTA reduces or 
eliminates nUmE!rOUS 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, NAFTA will 
eliminate the requirements that force U.S. companies to purchase 
Mexican goods instead of U. S. -made equipment and components. 
Moreover; NAFTi\ abolishes the 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. , : 

, 
In addition, NAFTA includes important benefits for other key 

U.S. sectors: 

Opening up Trade in Services. NAFTA will open. new markets 
for' the delivery of U. S. services to Mexiq::> and Canada, where 
service companies are already large and growi~g. NAFTA will allow 
U.S. service firms to provide their services directly from the 
United States on a non-discriminatory basis,· ,with any excep~ions 
clearly spell'2d out. Furthermore, U. S. service companies will 
benefit from the right to establish, if they so choose, in Mexico 
or Canada. NAFTA opens the Mexican market to U. S. bus--and trucking 
firms, financial service providers, and insurance and enhanced 
telecommunications companies, among others. 

Protecting U.S. copyrights, patents and :trademarks. NAFTA 
will ensure, a high level of protection under Mexican law for U.S. 
owners of patents, copyrights, trademarks,: trade secrets, and 
integrated circuit design~, including strong safeguards for 
computer programs, 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 enhancing protection of U.S. owners of technology, and 
of book, film and recording rights, NAFTA wil,l increase trade and 
diminish losses from counterfeiting and piracy. 

U.S. motion pictures, 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, 
with exports, valued conservatively, of about: $34 billion in 1990. 
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The Benefit to Small Business. I have noted the statements of 

several sectors citing the benefits which will result from NAFTAi 

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 NAFTA. Small businesses are 

often less able to invest the time and resources to wrestle with 

the tariff and licensing requirements which p~esently block the way 

to the Mexican market. With tariffs reduced or eliminated, 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 their 

American-made products into the Mexican mark~t. 


The Environment'. 

The combination of the provisions of the NAFTA and the NAFTA 
side 	agreement on the environment constitute truly path-breaking 
advances in the area of trade and the environqlent. Just five years . 
ago, when the Congress approved the U. S; -Cat;lada Free Trade' 

Agreement, few if any environmentalistS had. even considered trade 

issues relevant or vice versa.. In the NAFTA and the side 

agreements of the NAFTA, you now. see :not only heightened 

sensitivity to the need to safeguard our rights to protect our own 

environment, health and safety, but provision:s aimed at seeing that 


. the benefits of increased trade and economic growth are accompanied 

by provisions aimed at improving standards and enforcement of laws 

affording thE!se protections. 

There are good reasons that the environmental efforts we have 

made have drawn the strong endorsement of six preeminent private 

environmental groups. The NAFTA and the side agreements'achieve a 

number of historic firsts, including: 


o 	 creation of the first· ever North American Commission on 
the Environment, with a mandate to promote cooperation to 

. improve environmental protection on our continenti 

o 	 the most explicit international affirmation ever of our 
riqht to keep out imported products that fail to meet the 
standards we set for protection of our health, safety and 
environment, even if these standards differ from 
international normSj 

o 	 protection of the rights ·of bur state and local 
governments to set and enforce higher standards than 
federal (or international) normSi 

o 	 provisions favoring upward harmonization of. standards in 
North Americq, without derogating from our democratic 
right to choose our own standards; 

o 	 provisions against relaxation of environmental health or 
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safety. standards in order to attract or retain an 
invE~stment, _and provisions to' ~ncourage effective 
enforcement of national laws, backed by sanctions for a 
persistent failure to effectively eriforce those laws; 

o 	 explicit recognition of the precedence over the NAI;i'TAof 
certain core environmental agreemehts containing trade 
sanctions; • , 

I I " 

-j ; 

o 	 a strengthened commitment to cle<jlnihg, up the. border 
environment. 

• 

These provisions and others will help us' improve envir;nmental 
conditions in North America. 'No one can fai i].: to be disturbed by· 
the vivid pictures we have all seen of exi'sting environmental 
problems along the U. S. -Mexico border . These 'problems partly st,em, 
from past failures to adequately check : ,against . industrial 
pollution, but also from the lack of· adequate ihfrastructure (water 
treatment, s'ewage and so forth) for the growing human population. ' 
The maquiladora program aggravated these 'problems by encouraging 
industrial development at the border. ! 1 

.' .' . 	 !l .. 
Critics of the NAFTA try to point to these' existing conditions 

as a reason to reject the NAFTA, implying that NAFTA, a treaty not 
yet in force, should somehow be blamed 'for all' bad existing 
conditions at the border, a~d arguing that the NAFTA will. increase 
these problems. And despite the explicit language of theNAFTA and 
the side agreements, the most extreme critics irresponsibly try to 
frighten people that NAFTA will'cause us to :weaken environmental 
protection and lower our standards. ! , ' 

I . 

We should not accept continuation of the [bad conditions at the 
border, any more than we should accept unsafe'products. But NAFTA 
is not the problem with regard to these concerns; NAFTA and the 

. side agreements
. 

are part of the solution. 
I
NAFTA will eliminate 

special incentives to export products in Mexico to the United 
States, thereby reducing the incentive to lockte industries-at the 
crowded border. And NAFTA and, thE? side agreements will help 
promote, sustainable development with improved environmental 
protect ion and enforcement. ! : , . 

As Kathryn Fuller , of the World Wildlife Fund stated on 
September 15: "Our support of t'he NAFTA 'and the Agreement on 
Environmental Cooperation bo.ils down to this: ultimately, the 
environment of north America will be better 'with. the passage of 
NAFTA than without it. II , !. 

f; 

NAFTA and the side agreements contairi: both provisions to 
ensure' that trade liberalization doe~ not cd~e at the. expense of, 

-environmental protection and. provisions:. to help' improve 
environmental protection. 	 : ; 

i' 

i, 
I:: . 
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NAFTA and Standards 

The NAFTA includes agreements on standards-related measures 
and onsanitar~{ and phytosanitary measures. I would like to take 
a few minutes, to describe those agreements and respond to 
frequently asked questions about them.' , 

Standards-related measures ("SRMsl) deal. with voluntary and 
mandatory product standards and the procedures used to determine 
whether a particular product meets the standard. Sanitary and 
phytosanitary measures ("S&P") generally deal with protecting 
human, animal and plant life and health from risks of plant- and 
animal-borne pests and diseases, and additives and contaminants in 
foods and feedstuffs. 

The NAFT,~ explicitly recognizes that countries have aI 

legitimate neE!d for product standards and for regulations to 
protect human, animal and plant life and health. The NAFTA 
provisions are designed to preserve the ability of governments to 
act in this area while guarding against the unjustified use of 
these types of measures as a way to protect domestic industry. In 
each case, the NAFTA sets up requirements and procedures that will 
help to distinguish legitimate measures from protectionist 
measures. The NAFTA also will help facilitate making these 
measures compatible among the three NAFTA parties, where 
appropriate. 

,;p~; " ':~,. ',C" " " 

The NAFTA explicitly recognizes the right, of each country to 
adopt and apply standards-related measures, such as truck safety 
measures. The NAFTA asks only thatt:hes~:measures,be.applied non­
discriminatorily. That is, the U. S~.- Gcivel:"nmentwill subject 
Mexican service providers and products in the United States to the 
same standards it applies to U.S. service providers and products in 
the United States. This principle applies equally to licensing 
drivers and labelling ketchup jars. 

To be sure, disputes may arise over whether specific 
environmental measures are merely disguised trade barriers. Some 
critics have used this possibility to chargeithat the NAFTA,will 
serve a~ a basis for challenging U.S. and state 'environmental laws. 

The NAFTA does require governments to meet certain elementary, 
requirements regarding their standards-related measures and their 
sanitary and phytosanitary measures. It was: important for us to 
subject these requirements to dispute settlement provisions, 
because our tra.ding partners have repeatedly sought to exclude U. S. 
exports from their markets by citing false pretexts. 

However, the NAFTA's obligations do not threaten U.S. 
measures, because our regulatory systems already are non­
discriminatory or science-based. 
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Countries accused of using environmental measures to restrict 
trade may choose to have the dispute submitted:to the NAFTA dispute 
settlement rather than to procedures under GATT. In fact, NAFTA's 

. critics fail to mention that without NAFTA, GATT challenges would 
still be possible, as they have been for years. 

In most types of disputes arising under the NAFTA, the dispute 
settlement panel, on its own initiative or at the request of a 
disputing party, may request a written report' from an inqependent 
Scientific Review Board on any issues of fact concerning the 
environment, health ,safety, and other scientific matters. The 
dispute settlement panel will take the Review, Board's report into 
account before reaching its final decision and will release the 
report to the public together' with any final panel decision that is 
publicly released. 

NAFTA's critics have argued - again incorrectly -- that the 
NAFTA automatically preempts state law that' conflicts with the 
NAFTA's obligations.. In fact, nothing in: the NAFTA requires' 
preemption of state' law. ,For those few areas where the NAFTA 
negotiators considered that state measures'· might in fact be 
inconsistent with the NAFTA (investment and s'ervices provisions), 
the NAFTA' provides a procedure for grand-fathering such measures. 
That is i if the procedures are followed, those non-conforming state 
measures in the investment and services areas will be exempted from 
NAFTA's obliga.tions. 

We do not believe that there are existing'non-conforming state 
measures related to environment, health and scifety. However, even 
in the event that a NAFTA dispute' settlement panel were to 
determine that. a state law were inconsistent· with the NAFTA, the 
NAFTA would still not preempt state law. 

If we follow the pattern of the GATT and 'the U.S.-Canada Free 
Trade Agreement, the federal government's eff.orts to secure state 
conformity with the NAFTA are likely to be entirely cooperative. 
The Administration· typically works very closely with the states 
involved in any dispute settlement proceedings, both before and 
after any panel consideration, in a cooperative effort to determine 
the best course of action. Although ult;imately the federal 
government, through its Constitutional authority I retains the 
authority to overrule inconsistent state law through legislation or. 
civil suit, use of this authority has not been necessary in the 
nearly half-century history of the GATT or the five years that the 
CFTA has been in effect. . 

FinallYI if we follow the practice under the CFTA implementing 
legislation l the NAFTA implementing legislation will ensure that 
there is no IIprivate right of action ll under the NAFTA that might 
mean that states could face lawsuits by companies or individuals 
seeking to enforce compliance with the NAFTA: .or its supplemental 
agreements. . 
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I'Product standa:cds 

Product :3tandards are commonplace in ~ an industrialized 
society. Product standards may be voluntary:industry standards, 
such as the size of lead. to put in mechanical pencils, or they may 
be governmental standards, such as requirements for automobile 
brake lights. There is no questiori of the need for or 
appropriateness of having product standards. 

At the same time, product standards have been used in other 
countries to keep out U.S. goods or to disadvantage U.S. exports 
compared to goods produced in the importing country. Such abuse of 
standards typically increases as tariff and otper non-tariff trade 
barriers are n'!duced through negotiation. The NAFTA provisions on 
standards-related measures (SRMs) are designed to ensure that 
standards are not used to create unnecessary obstacles to trade. 

I 

Summary of agreement 

Any understanding of the NAFTA SRMs text depends on an 
understanding of some basic concepts. These include the following. 

What is a standards-related measure? 

The term "standards-related measure" or ,"SRM" actually 
consists of three separate types of measures:' 

(1) "standards,1I 
(2) "technical regulations,lI and 
(3) IIconformity assessment procedures. II 

Each of these terms is defined in turn in the NAFTA. However, the 
key distinctions are that "standard ll refers to voluntary product. 
standards, !ltE~chnical· regulation" refers to mandatory product 
standards, and "conformity assessment procedure" is the method used 
to determine 1:hat a product satisfies a standard or technical 
regulation. 

What is a standard? 

The term II standard, II in common usage, is much broader than the 
term as it is defiried and used in the NAFTA. In the NAFTA, a 
IIstandard" means: 

(a) characteristics for a good or a service, 

(b). characteristics, rules or guidelinesl for: 


(i) processes or production methods relating to such 
good, or 
(ii) operating methods relating to such service, and 

(c) provisions specifying terminology I :symbols I packaging I 

marking or labelling for: 
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(i) a good or its related process or' production method, 
or 
(ii) a service or its related operating method, 

for common and repeated use, including explanatory and other 
related provisions, set out in a, document approved by a 
standardi:zing body, with which compliance ,is not mandatory. 

Standards can be either government standards, or more commonly they 
can be private standards developed by private standardizing bodies. 

What is a technical regulation? 

The term ntechnical, regulation ll refers:: to mandatory (and 
therefore governmental) product standards. ,Under the NAFTA,a 
technical regulation means: 

(a) 	 characteristics or their related processes and production 
methods for a good, 

(b) 	 characteristics for a service or i~s related operating 
methods, or 

(c) 	 provisions specifying terminology, symbols, packaging, 
marking, or labelling for: 
(i), 	a good or its related process or production method, 

or 
(ii) a service or its related operating method, 

set out in a document, including applicable administrative, 
explanatory and other related provis'ions'/"with which 
compliance is mandatory. 

What is a conformity assessment procedure? 

Under the NAFTA, a Ilconformity assessment procedure n is any 
procedure used, directly or indirectly, to' determine that a 
technical regulation or standard is fulfilled,' including sampling, 
testing, inspection, evaluation, verification, monitoring, 
auditing, assurance of conformity, accreditation, registration or 
approval used for such a purpose, but does not mean an approval 
procedure. 

NAFTA provisions 

The NAFTA SRMs text explicitly recognizes' the right to adopt, 
maintain, or apply any standards-related measure, including 
enforcement measures. The, text also explicitly recognizes the 
right of each NAFTA party to establish the levels of safety and 
protection of human, animal or plant life or health, the 
environment or consumers it considers appropriate. 

The NAFTA does not deal with specific product standards as 
such. Instead, the NAFTA SRMs text sets up several general 
procedural and other requirements to be observed when adopting or 
maintaining SRMs. These requirements are intepded to ensure that 

I 

': 
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product standards do not create unnecessary obstacles to trade. 

The core requirement in the NAFTA SRMs text is the requirement' 
of non-discriminatory treatment, which has two facets. First, SRMs. 
are not to discriminate against imported goods or service providers 
in favor of dOlnestic goods or service providers. Second, SRMs are 
not to discriminate' against goods or service providers from a NAFTA 
party in favor of goods or service providers from another country. 

The NAFTA also requires advance public notice and opportunity 
to comment on proposed SRMs or modifications t9 SRMs. In the case 
of federal measures, the NAFTA requires at least 60 days notice. 
The NAFTA also requires a delay between pUblication of the final 
SRM and its effective date. However, there is an exception from 
these requirements where necessary to address an urgent problem 
relating to safety or to protection of human, animal or plant life 
or· health, the environment or consumers. These procedures were 
modeled after our own federal agency requirements under the 
AdministrativE: Procedures Act. 

Recognizing the crucial role of SRMs in :achieving legitimate 
objectives, the NAFTA parties commit to work j9int1y to enhance the 
level of safet.y and of protection of human, ~nimal and plant life' 
and health, the environment and consumers. The NAFTA provides for 
the use of relevant international standards,' where they would be 
effective or appropriate to fUtfi11 the NAFTA partyts legitimate 
objectives, as a basis for each NAFTA party'siown SRMs in order to 
facilitate trade among the parties. At the same time, the NAFTA 
explicitly affirms the right of each NAFTA party to have SRMs that 
achieve a higher level of protection than the relevant 
international standard. ' 

The NAFT1\. parties also commit to make their respective SRMs 
compatible to the greatest extent practicable, without reducing the 
level of safety or of protection of human, animal or plant life or 
health the environment or consumers. Greater compatibility should 
be achieved through the notice and comment procedures mentioned 
above and through the working groups envisioned under the 
Agreement. 

Other NAFTA SRMs provisions include an: obligation for .each 
NAFTA party to treat a technical regulation o~ another NAFTA party 
as equivalent to its own if the exporting party's measure 
adequately fulfills the importing party's 1egi,timate obj ectives. 

The NAFTA also establishes a Committee on -Standards-Related 
Measures to facilitate compatibility of, standards, consult 
regularly on matters of common concern 
cooperation on developing, applying, 
related measures. 

in this 
and enf

area, 
orcing 
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Differences between SRM's and S&P Texts 

, I 
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The NAFT1\ SRMs agreement differs fundamentally from the NAFTA 
agreement onsanitaryandphytosanitary'measu~es in the means used 
to determine whether a measure is protectiopist in nature. The 
SRMs text relies on non-discriminatory treatment. The S&P text 
relies on science and risk assessment. A' strict requirement for 
non-discriminatory treatment is' not possible' for S&P measures, 
since they will frequently discriminate agai~,!3t 'imported goods or 
goods from one country because those goods pb~e a different risk' of 
a plant or animal pest or. disea'se. ' Under the S&P text, 
discrimination is allowed as long as it is not arbitrary or 
unjustifiable. 

NAFTA and Sanitary ,and Phytosanitary Measures 

The NAFTAtext on ,sanit,ciry and phytosanitary, measures 
preserves our ability to maintain, ,strengthen': 'and enforce existing, 
U. S. health, safety" and environmental stand{:t:rds, and establishes 
ways for all 1:hree trading partners to strengit;hen their standards. , 
Specifically, the NAFTA's provisions: '. " ' 

" 

0 	 Affirm the right of each party to choose the level of 
protection of human, ,animal, or ' plant: life or health it 
considers appropriate; : I 

t 
: ~ 

, Do not' impair existing U. S. health, safety, 
and environmental standards; ,right to ban 

.. ,".

non-conforming imports i' " , :' , :, ~~ , "~' ;;:," 

o 	 Continue to allow each country, including its state and local 
governments ,to enact standaJ:?dsf>:,~thCi.tJ' 'stricter, than 

, 	 ,,'" ',"',t", ,c<', I " - . , ~ ~ 

international or, national s'tanda.'fds; .. , : 
! '.1 

o 	 Commit the NAFTA parties to work joint~ly to enhance, their 
standards; 

. ; : 

'0 	 COntinue to allow parties to act to prot'ect human, animal or 
plant Ii or health based on available information when there 
is insuff ient information to conduct at risk assessment i 

. 	 , I " 

, .' " • 	 .',I _, 

o 	 Ensure cldvance notlce to the public of: proposed regulatory 
actions in each of the three countries, :to review and comment 
upon th6se actions, and to have ,such: !comments taken into 
aC90unt prior to final decision; and, ,t 

o 	 Establish a Committee on Sanitary' and, Phytosanitary (S&P) 
Measures to enhance food safety and improve sanitary 
conditions, promote compatibility of:S&P measures, and 
facilita.te 'technica,l cooperation, and consultation on specific 
S&P bila.teral or trilateral issues.' 

While gl~anting the federal government 'and the' states broad 
discretion to set their oWn environmental,. health and safety 

I 
I ' 

. 	I, 
I ; 

I: 

http:facilita.te
http:standaJ:?dsf>:,~thCi.tJ
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standards, NAFTA does require governments' to meet certain 
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 regulations. . 

The NAFTA requires that sanitary or phytosanitary measures - ­
those related to agricultural pests and disease. and contamination 
in food have a scientific basis and be based on a risk 
assessment appropriate to the circumstances. The term" scientific" 
is not separately defined in the text. Accordingly, under general 
principles of international law, the term scientific is to be 
interpreted in good faith, using its ordinary meaning in context 
and in the light of the obj ect and purpose of the NAFTA. 

'Consequently, the ordinary dictionary meaning would apply. 

Responding to Common Misunderstandings Regarding NAFTA Standards 
Provisions 

• 	 The NAFTA. does not limit environmental standards to the lowest 
common denominator and does not inhibit. the development of 
more stringent regulations if they are ne:eded to protect human 
health or the environment. The NAFTA is 'specifically drafted 
to ensure: the ability of each country, inC'luding its state and 
local governments, to maintain stringent environmental 
standards. ' ' 

In particular, the NAFTA recognizes the right of each country 
to enact and enforce laws and regulations that protect human 
heal th a.nd the environment. Furthermore, the agreement 
specifically provides that each country, may establish those 
levels of saf~ty and protection of hum~n, a~imal and plant 
life and health, of the environment and of consumers that it 
consider~ appropriate. ' 

Where the NAFTA calls on the three countries to cooperate on 
health and environmental standards it deliberately refers to 
joint efforts to "enhance" protection, not lower it. In 
addition, the agreement states clearly that any efforts to 
make 	 environmental or health standards compatible among the 
three countries should be undertaken "without reducing the 
level of safety or of protection of human, animal or plant 
life 	and health, the environment and consumers." Furthermore,' 
the NAFT1\ also specifically preserves each country's right to 
apply more stringent environmental or health measures than 
those provided under internationally-agreed standards. 

• 	 The NAFTA harmonization process does not: require that we come 
to agreement with Canada and Mexico on particular standards. 
That is, if Canada 'and Mexico refuse' to change their 
standards, we may insist on retaining Otlrs as well. 
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The.NAFTA does not require that the United States change any 
particular standard. Instead, the NAFTA creates a process by 
which the three countries can try to reach greater 
compatibility of standards among the three countries, but that 
does not require us to agree to any particular change in our 
standards. Further, if the Administration believed that 
changes were desirable, whether .because of discussions under 
the NAFT.f!.. or for any other reason, we would consult fully with 
Congress and domestic interests, and we would have to obtain 
Congressional approval of legislation to, change U. S. laws. No 
"harmonization ll process can ever force us to agree to 
standards we find unacceptable, nor could Congress be bound by 
any result it found unacceptable. Congress would need to pass 
specific legislation to effect a change,. 

• 	 The NAFTA preserves state standards that are more stringent 
than federal standards. 

From the: beginning of the NAFTA negotiations, a fundamental' 
objective of U.S. policy was to ensure that the NAFTA did not 
result in lowering U.S. health and environmental protection 

. standards, including state and local standards. The Agreement 
secured that objective. 

The agreement does apply to state laws and regulations in most 
respects:. But it does· so not by mand<;:lting compliance with 
federal law but by requiring that state measures comply with 
the rules, set out in the agreement. Just as the federal 
government will be free to maintain· or change its laws, 
subject to NAFTA rules, so will state and local governments. 

The NAF1~A is drafted as a set of prohibitions. Unless the 
NAFTA prohibits a certain type of measure or practice, a NAFTA 
country is free to maintain or impose it. Since nothing in 
the NAFTA precludes states. from maintaining or adopting 
standards that are higher than federal rules, they will 
continue to have the right to do so. 

The NAFTA negotiators specifically used the plural II levels inII 

Article 904 (2) and in the equivalent :provision of Chapter 
Seven (1\.rticle 712 (2) ), which talk in terms of each Party's 
right to set the levels of health, saf~ty, or environmental, 
protection that it see~ fit, in part in order to account for 
the fact: that each country may have a multiplicity of levels 
due to differences among the states and between the states and 
federal government. 

• 	 The NAFTA iB~§::::~:2~!:require the federal government to pre-empt 
state laws. 

In the SRMs text, the federal governmen~ is simply obligated 
to nseek, through appropriate measures"·to ensure that states 
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observe the relevant NAFTA rules. This lesser degree of 
obligation, set out ,in Article 902, refl~ctsanunderstanding 
among the three countries that the NAFTA should not intrude 
unduly on the ability of states to regulate in this important 
sphere. 

Nothing in the NAFTA requires the federal government to take 
legal action against state measures that NAFTA dispute 
settlement panels may determine to be inconsistent with trade 
obligations. Under the NAFTA,panel opinions are advisory 
only_ If the defending .country loses, it is not required to 
remove or change the offending measure.' It may offer trade 
compensation instead or simply permit the other country to 
take retaliatory action of equivalent effect. 

As has been the case under the GATT,. in those rare'instanees 
where state rules maybe successfully challenged under the 
NAFTA, the federal government will work cooperatively with the 
states to seek a satisfactory resolution of the matter. Under 
the NAFTA, each country will retain full ¢iiscretion, under our 
own political and legal system, to dete,rmine how to satisfy 
our trade obligations. 

• 	 The' NAF'I'A' s procedural harmonization provisions will not 
eliminate public notice and comment on standards. Nothing in 
the' NAFTA would eliminate existing U. 8. public notice and 
comment requirements. In fact" the standards text in general' 
requires public notice 
modeled after U.8. pract

and 
ice. 

comment for standards and is 

Truck Standards 

I would also like to use this opportunity to dispel a 
widespread myth about the NAFTA concerning U.8. vehicle size and 
weight limits. 

• 	 No provision of the NAFTA requires us to compromise our truck 
safety standards or to change our vehicle size and weight 
limits. TheNAFTA implementing legislation will make no such 
changes'in our law. We will not, and,in.deed could not, make 
any chansres to U.8. vehicle size and weight laws via any NAFTA 
process ,~ithout obtaining new legislation from Congress. 

• 	 Under NAFTA all three countries ag::t;"ee t,o work toward 
compatible technical and safety standards, including vehicle 
size and weight requirements, hazardous'materials transport, 
road signs, supervision of motor carrier: compliance and other 
such transportation-related standards.. :That could facilitate 
commerce, but not at the cost of saIety. We have not 
committed ourselves to agree to anything that would compromise 
safety standards. 
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• 	 Mexican and Canadian motor carriers operating in the United 
States must meet the same safety and operating requirements 
and standards, including size and weight' limits, as U.S. 
carriers, now and in the future~ 

• 	 Nothing in the NAFTA prevents any country from maintaining its 
present standard or issuing new standards as needed .. 

• 	 The NAFTA, and its working groups, cannot preempt state 
standards.. 

Professional Standards 

And finally, let me stress, that the procedures currently in 
use in the United States to test, evaluate and: certify professional 
competency will continue. The NAFTA does not exclude Mexican or 
Canadian nationals from a state's liceniing and examining 
requirements. 

• 	
, . 

For example, anyone who· wants to practice medicine or 
dentistry in the United States must ·be licensed by the 
appropriate regulatory bodies. 

• 	 In addition, although there are provisions in the NAFTA 
relating to temporary entry which allow for admission of 
eligible individuals into the United States, CaQada or Mexico 
under certain conditions, these provis~ons dci:·"not· convey a 
right to perform or provide a service. . 

• 	 In regard to professional services providers, the . specific 
admission rights are given to certain defined 'categories of 
professionals who meet minimum educational requirements or 
possess alternative credentials, and who seek to engage in 
business activities at a professional level~ 

• 	 The cate90ries are set out in a new schedule that tracks the 
one currently in effect between the United States and Canada. 
There is an annual numerical limit for t~mporary admission of 
Mexican professionals. 

• 	 These pz'ovisions, however, do not substitute for valid 
licenses to practice medicine, engineering, accounting or 
other licensed professions which are recognized by the 
appropriate regulatory bodies in the United States. 

CAFE 

Under the NAFTA, the United States will change one provision 
related to the Corporate Average Fuel Economy· (CAFE) requirements. 
First of all, however, let me stress that the NAFTA does not affect 
the U. S. legally mandated CAFE fuel efficiency standards or the. 
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unilateral ri9ht of the United States to change those standards. 

The Unitl=d States will treat Mexican pr'oduction the same as 
Canadian production always has been, which will assist North 
American manufacturers to make efficient production decisions. 
Content added in Mexico.and Canada will be considered "domestic" 
content for purposes of the definitionbf a "domestically 
manufactured" automobile under the CAFE reqUirements. Canadian 
content is already accorded the same treatcient as U.S. content and 
has been sinc.: the enactment of the CAFE requirements in 1975. 

Manufacturers that began the production of .automobiles in 
Mexico prior to model year 1992, may make a one-time election 
anytime after 1996 , when to begin counting Mexican content as 
"domestic ll content for purposes of CAFE. They must apply the new 
definition after 2004. Production. in Mexico of companies that 
began assembly in Mexico after model year 1991 will be counted in 
the United States as domestic content only for purposes of the CAFE 
requirements upon implementation of the NAFTA.. 

, 

The seven-year grace period for an election by existing NAFTA 
manufacturers is intended to provide flexibility to producers that 
may have structured their sourcing patterns in accordance with the 
current situation. The CAFE definition of "domestic" content has 
no bearing on the NAFTA rules of origin or Mexico's local content 
requirement. 

The Supplemen.tal Agreements on Labor and the Environment 

President Clinton endorsed NAFTA 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 into supplemental agreements and related initiatives. 

After months of' negotiations, President Clinton, Prime 
Minister Campbell ,and President Salinas signed historic agreements 

.on environmental and labor cooperation on September 14. 

He made a promise to the American people which he has 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. 

These Agreements are ground-breaking. The fundamental 
obj ectives o:E 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 and the environment. They commit 
all three nations to fair, open and equitable administrative and 
judicial processes for the enforcement of environmental and labor 
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laws. 

These supp1.emental agreements strengthen.NAFTA I and represent 
an unprecedented commitment to cooperate on these issues in 
connection with a trade agreement. They ensure our ability to take 
action and impose sanctions if our trading partners engage in 
persistent patt~rns of failure to enforce th~ir laws. 

I 

Foreign Policy Implications 

The NAFTA deserves to be' approved on its economic merits. 
However I the foreign policy implications of this issue should also 
not be minimizeq,. Echoing comments made by Secretary of State 
Warren Christopher recently: "Rejection of NAFTA would seriou$ly 
damage our relations with Mexico and erode our credibility with the 
other nations of the hemisphere and around :the world. For the 
United States, failure to approve NAFTA would, be a self-inflicted 
setback of hi:3toric proportions.IIi:" 

In my viE!W a Congressional rej ection of NAFTA would be a II shot 
heard around the world II • It would be read across the globe as ,a 
seachange l marking aU. S. retreat from our [traditionally strong 
advocacy for open markets and expanded trade., It would undermine 
our position as a negotiating partner on glo~al trade agreements, 
like the Uruguay Round, which are vital to the' economic renewal of 
the United States. 

NAFTA is good economic policy and good foreign policy. 

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 our own strategy, 
which builds on our strengths, faces our weaknesses, and responds 
to the challenges and realities around us. : 

We would ask the opponents of NAFTA: d6~s walking away from 
the NAFTA seem like good trade and economi<? strategy? Can you 
envision Japan or the EEC - - 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?l 

Would they opt for the status quo, the unbalanced relationship, 
where Mexico keeps the tari and non-tariff barriers it chooses to 
keep? 

Would they ever be willing, in one unth~nking lurch, to throw 
away the friendship and progress that have cl1arCicterized the past 
seven years, dramatically reversing the historic pattern of 
mistrust and antagonism? Would they conceivably believe that it 
would be easier, somehow, to cooperate ~ith Mexico on the 
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. environment, controlling drug traffic, or illegal immigration, if 
NAFTA wer·e defeated? 

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

But whe:q he studied it, he found that NAFTA -- 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 benefit both,countries, and Canada 
as well. It would not solve all our nalio~'s economic problems, 
but it would be an important piece of the economic strategy that we 
were puttin9 in place to build the world's most productive and 
competitive economy. .. 

The Administration has the responsibility of· convincing 
Congress and the country that NAFTA is in": the national economic 
interest, and we intend to do so. I am confident that by the time 
Congress votes on NAFTA later this year, the country will recognize 
that NAFTA is a vital part of the solution to the economic 
challenges that face us. 

; . 
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Introduction 	 i ' 

1 am delighted to be here t~day to discuss the ciinton 
Administration's Goals for the upcoming annual !~lni5terial 
:;\eetings of APEC: the Asia-Pacific Economic Coop:eration forum. 

! " 

The. Administration's overall Policy Obj ecti~/es . , I 

I want to start by touching cn the Clinton Administration's 
overall economic policy o~jectives because they help explain the 
importance we are placing en APEC. This President has a deep 
underntand 1119 .'lila interest in the effect on the Uio S. economy of 

r 	 the global eco'ri(Jmy. 'rho. bTO are inseparable and! our economic 
futures are ultimately one. and the same. The pr<;>cess of global 
economic transfbr<nation is not a distant topic of' discussion for' 
those who :'!Iay be! intellectually interested, but a reality on 
mainstreet U.S.1\' It holds both promise and peril. Our 
objective is to seize the promise and pursue global, hence U.S., 
economic growth. 

Expanding exports and the 'j9bs linked to exports :15 an intE.gral 
component of our overall economic strategy. Promoting free trade 
and open market.,s art)und the world is celltral to qur trade policy 
and essential to our econor.oic well-being. At present 
approximately 2~; percent of our gross dmnestic pro:luct is reliant 
on trade, and this percentage is expected to incieas~;. 
.. 	 ': ~ 

The Administration believes that global e~onomic ~nte~dependence 
and trade expansion off.~r tangible routes to a new prosperity. 
Export related rnahufactu:t'i:-:y j0bs pay betterthanl .other 
manufacturing jobs bi as much as 17 parcent. The: opportunitiEs 
for the U.S. are eno:t:rnous in a broad range of capit"ll goods/ 
telecommunications, computer relat,ed and digital electronics I 
creative intellectual property rdlinnt industries~: not to mention 
high valued added agriculture and oth8r hLJh skilled 
manufacturing and service sectors. ,Untapped mark~ts exist 'for 
those prepared to pursue them and we intend to do:allwe can to' 
he1 p U. S. 1. irms capture them. r 

Asia 'and the Pacific: Its Place in' the Global Econc)!1}Y 

Asia and the Pacific, as det:ined by APEC: S 15 1.1iembers I Hi the 
most economically dynamic region in the 'World. !~,combi;)es five 
major industrial economies, the :eour Asian newly- ind1-lstrializ i17g 
economies often referred. to the four dragons and :"che fast ­t 

emerging ecOnOmiE!S of the ASEAN nations and the P~ople's Republic 
of China. 
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collectively th,e 15 APEC economies represent th~ most powerful 
regional economy in the world. Together they contain 40 percent 
of the world's population, have a combined grosi domestic product 
of $13 trillion and account for 40 percent of total world trade. 
In 1992 1 our trans-Pacific trade exceeded our trans-Atlantic 
trade by 50 percent. U.S. inventment in Asia arid the Pacific 
doubled between 1985 and 1990 while at the sam,s: 'time; Asian and 
Pacif ie investIilent iii the united states has become an impor.tant 
source of capital for our own economic growth, not to mention new 
jobs. Today there are about 2.5 million jobs iri the United 
states that are dependent of Asian trade. 

, , 

Pl"eside!1t Clinton, in his address at Tpkyo' s Was'eda Universt ty 
last ,"July, noted that the time has come for p~mer:ica to join with 
Japan and its Asian neighbors to create "a new Pacific 
community. II Viewing the A.sia-Pacific region as a· vast source at' 
jobs, inccme and growth for Arncricans, he described APEC as "the 
most promising economic forum ~.;e have for debating a lot. of these 
issues."' 

President Clinton was delighted to dis~over·that: the first year 
of his Presidency coincides with the year that t~e United states 
is cha.iring APEC. He seeks to capitalize on this opportunity to 
emphasiZE the importance of the Asia-P3cific regi6n to the u.s. 
economy. 

In r~eeping. with our domestic policy of expanding the job market, 

part' of O:"lT economic strr:tegy is to open up new markets in a::CCf.lS 

of fast growth, such as the Asia-Pacific region, in ~rder to 

maxireize our opportunities there and avoid handi~g them to our
. ,
competitors, 

Another part of our economic strategy is to seek'ways to meet the 
challenges we will face if we are to .be competitiye.Already, 
the 8C's trade with Asia is on the brink of surp~ssing that with 
the United states for the first time. We need to'develop 
constructive alliances with our neighbors in the 'Asia-Pacific 
region if we are to adapt successfully to rapidly changing ~lobal 
economic dynamics an4 remain a loader in the Pacific. 

Demonstriiting his high level of commitment to;,.;ards APEC, the 

Pre~ident ~ill host an unpreced~nted meetinq with leaders of the 

15 ,l\PE;C economiEis in Seattl~ on Novemher ;W: At no time in the 

past has a group of leaders from these nations gathered to 

discuss economic issues. Not since 1956 under Lyndon Johnson 


'have c. rjl'OUp of Asian leaders come to the united \~tates t.o meet 
collectively with a U.s. President•. This meeting, which will 
discuss how to teduce barriers and create opportunities among 
APEC members, will follow the Fifth APEC Ministerial meeting 
which will take place on the 18th and 19th of November. 

http:a::CCf.lS


, . 

J 

I 

The Administration views APEC as the ideal vehiqle fot fcrging 
n~~''''' n:::lationship5 with our .l\:::ia:1 am: Pacific nei.ghbors as we 
j<xi..ntly loo!( aheacl to the 21st century. Believing the lisia­
Pacific region will be critical to ~he united siates' economic 
future, we support a stronger, more active APEC that will become 
the f0ium for regional trade and investment liberalization, as 
l"e 11 a.s lJ:coader economic cooperat.ion. 

Wheri APEC was founded in 19B9, it was essentiallY a facilitation 
and cooperation forum havi11q as its major object;ive the 
successful conclusion of theUrllguay Round. Si11ce last year's 
ministerial TIeeting in Bangkok, how~ver, . work has, expanded 
significantly to address pr~ctical mean~ to reduce transactional 
costs of trad<,~ with.in the r~'g.L::m and. to. lay the groundwork for' 
future policy decisions. 

As chair t,f J:',PEC this year, the Unite.d States ha~ selected the 
d.,:;velor,·ment

4 
of APr.C' ~ :Loll.?l in i.lter~egional trade and investme:1t· 

dn,its th(;'!me. I'owar.-d::; this end, we have proposed a Declaration 
.on an APEC Trac\(: and Investment Fr~me~iQrk that would take .\'pEC 

beyond its GUrrEmt role as a facilitation and cooperation forum 

'Co more of a policy role tG be expanded through consultaticn and 

consenSllS by it::; "~t'2mbers. 'l'his proposal recentljreceived the 

blessing of APEC Senior Officials and will be presented to 

Ministers in Seattle later this month fot adoption. 


In addition te ti1e adoption Df this '.r.rade and Investment 

Framework we are planning three other key results: i:\t the 

Ministerial meeting: 


a 	 Preserrtation of a report by a group of eminent, non­
governm~nt affiliated indivi~ual representatives from 
throughout the region containing a visi6n for what APEC 
should become in the next decade. 

o 	 Identification of significant ways for the business 
communi.ty)to become mQre invDlved in APEC's ',.Jork. 

o 	 Arrival at a decision concerning the application of new. 
members and criteria for future applications. 

Let me focus briefly on each of these four planned result~: 

First, the trade and investmerr~ framework, if adopted, will 
represent a substantial step forward for APEC. I~ outlines an 
evolving trade and investment policy role for APEC 'in addition to 
APEC ' s mandate te) fac.ilitat<E: business and economic' ties among 

·rnemb2rs. ~ It will establish a permanent Trade and Investment , 
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CO::llllitte~ and propose an initial year work program which will 
continue some very productive areas of APEC's activities in 
customs and investment, for example, but also m6ve gradually into 
ad::li tional policy areas as the comfort level and: comrni tment of 
members expand. ' 

, 
Second, the presentation of the Eminent Person'~:Grou~ report 
will provide a starting point from which APEC melubers can move 
forward to begin debating long-term goals for APEC. The 
mot~vatjon for formin9 ~his group was t6 deve~o~'an independent, 
unbIased, long-term VlSlonfor APEC byselectlngmembers not 
bound by ;"ormal policy constraints, Their vision will not 
automa.tically be adopted but' rather se:rv(~ to stiimulate debate. 

The report, which has been circulated among members in advance, 
will highlight potential threats to economic growth in the 
region , propose its mvn long-term vision for APE'C and the region 
and recormnend initiativ,'!s for implementing .its visicn. 

The report proposes that l>..PEC accele:cate and expand cooperation 
within the region by leading an initiative to create an Asia­
Pacific Economic CC'mmunity aimed at eventually establishing free· 
trade and investment within the region. It will also outline 
pos~ible short-term building blocks for attainin~ this goal and 
reco~nend continued broad s~pport for the multilateral system. 

Third, exa~ining ways to expand the private sector's role in 
APEC, a number of options are under discussion ranging from each 
member seeking its own private sector!£> advice to il more formal'. 
APEC-wide advisory process. , . , 

Already, there has been a considerable level of participation by 
the private sector in APEC's tan vJorking Groups .. : (These Working 
Grou~s fo~us on the cooperation aspect of APEC'smandate in 
particular S~bjHct areas such 3S Trade Pr01Hotion, . 
T~l€corilmunica·ti(ms, Transportat,ion and Tourislll) . : " 

Fourth, the issue of ne~ members is ~ne of the m6st hotly debated 
at present, Th£: desire to include mm memb\.~rs is currently 
juxtaposed against ari increasing concern among many members that, 
APEC must first consplidate and produce concrete :resu1ts. While 
Mexico, Pa~uaNew Guinea and Chile are under actiVe 
consideration, no consensus exists at present. 

Our goals are to see APEC assume a mere policy-oriented role in 
the areas of trade and imlf:!sc:ment; to consider and begin an 
active debate on APEC's !uture direction; to fin~an expanded· 
role for the private sector within APEC; and to settle the issue 
of'member!.;hip, 

, I 
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The Clinton Administration will utili~e the Seattle meetihg as a 
vet-dele to derilOnstrate to the region and the nation that the U" S.· 
intends to re~ain a leader in the Pacific and that it will 
cont:inue to pI"Omote free trade ,and open ma.rkets in the region and 
the ~,:or Id . 

Domestically, the Administration will underscoie the vital role 
played on the Asia Pacific region in u.s. dome~tic prosperity and 
g.l.obal g!"owth. APEC pulls into focus the tremendous i:mp6rtan·ce 

, of the region to our domestic economic strength; the efforts we 
are making to open up its markets 'and the challenges we will face, 
if we are to be competitive. 

I , 
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