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Introduction
. i .

Mr. Chairman, thank you very much. I appreciate the chance to be
here today to discuss with you the Uruguay Round agreement, '
reached by 117 countries on December 15. As this commlttee well
knows, the agreement marked the completlon of more than seven
years of necotiations. :

The Uruguay Round agreement will reduce barriers blocking exports
to world markets (in agriculture, manufactured goods, and
services) and will create a more fair, more comprehensive, more
effective, and more enforceable set of world trade rules. 1In
order to assure the efficient and balanced implementation of the
agreements reached, they also created a new World Trade
Organization (WTO).. |

The Administration believes that the Uruguay Round agreement will
justify the years of hard work and frequent disappointment that
has marked the negotiating process. It will provide a major
boost to the global economy in the coming years and into the next
century, from which the United States will beneflt a great deal.
This agreement sets the stage for the U.S. to become a more
- competitive, productive and prosperous nation in the years to
come. ‘ y ‘
I look forward to working with you this spring as we prepare the
legislation that will implement the Round, and which the
Administration will seek to have enacted this year.

I also want to acknowledge those who helped make reaching this
historic agreement a reallty The Administration benefitted from
the work of our predecessors, Presidents Reagan and Bush, and
Trade Representatives Bill Brock, Clayton Yeutter and Carla
Hills. They saw the importance of the Uruguay Round, set high
standards for an ambitious agreement and refused to accept less.

We benefitted from the s%eadfast bipartisan support of Congress,
led by this Committee and the House Ways and Means Committee.
Congress supported the negotiations, but demanded constant proof
that the results of the Round furthered the interests of U.S.
companies and workers. \You set strong negotiating objectives in
the 1988 Trade Act, Wthh I believe that we have met.
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e resnefitted from the advice znd support .0f the private sectcr,
who ra=cognized the importance =I completing the Zound for the
U.S. zconomy and giobal growth, znd wno gave us Insight and
under:tanding of the needs of ~undreds of sectors of our stronz
and Ziverse econony. ‘ ~ ‘

The Truguay Round ~rade agreement 1s the largest, most
comprsnensive trade agreement In history. The existing GATT
systen was incomplete; it was not completely reliable; and it was
not serving U.S. interests well. The new agreements open up
major areas of trade and provide a dispute settlement system
which will allow the U.S. to ensure that other countries play =y

~the rnew rules they have just agreed to.

The successful conclusion of the Uruguay Round negotiations was
an irportant part of the President’s strategy for strengthening
the domestic economy. Barely = vear ago, President Clinton
enterad office, faced with dau“t ng challenges in his effort ==
restcre the American Dream.

The s=ccnomy was stagnant. Unemployment was high, and confidernce
was. '&own. In just one year, we have turned.a corner. . our
econcny is growing and millions of jObS have been created

People are getting back to work.

But these are just the first steps in preparlng our nation for
the Z1st century. The Pre51dent is addressang the long term
issues facing our economy. el

HOW'dO we ensure the American Zream for all? How do we reverse
the Zecline in real wages among workers :in- this-country? How
will we compete against the Européans and the Japanese? How c¢o
we elininate the gap between high-skill ‘workers, for whom

‘opportunities abound, and those lower skilled workers who lack

opportunities, and even hope? At a time our workers are the -ost
productive in the world, meaning it takes less workers to do the
same work, how do we create new jobs and opportunities?

All cf the elements of the President’s economic strategy --
reducing the deficit, reforming education, the President’s re-
employment program, and health care -- are geared towards solving
these problems, creating jobs and making our country more
prosperous for our children. 311 of the parts work in tandem,
each reinforcing the other. ' ' ‘

An essential element in this strategy is to expand and open
foreign markets. Expanding trade is critical to our ability o
compete in the global economy and create high-wage jobs. That is

why the President spent so much time in 1993 -- with not only =he

Uruguay Round but also the North American Free Trade Agreement,
the establishment of the Japan Framework, the Asia Pacific
Econonic Cooperation conference to facilitate trade’ in that



region. That is why we vigorously snfcrcad cur =rade laws which
resulted in opening the markets for heavy electr:.cal equipment in
Europe, teiecommunications in Korea, cecnstructicn in Japan, and
enhanced Drotection for copyrighted and ratented osroducts 1n a
number of rations, led by Taiwan and Thai_and.

The U.S. economy is now woven into the glicbali eccnomy. Over a

-quarter of the U.S. eccnony 1is dependent ctn Tracs. ‘here we conce

bougnt, sold and produced nostly at home, We now zarticipate in
the global narketplace. American ‘workers ccmpez:s with their
foreign counterparts every day, somnetimes within the same
company. 3y expanding our sales abroad, we crezte new jobs at
home and we expand our own economy.

The global economy presents rewards not r: sks. Zur greatest risk
is in failing to understand the challenge. Jobs related to trade
earn, on average, 17 percent more than jobs not related to trade.

Prosperity is the partner to change and 2nericar workers are at

their best when facing the challenges cf 3 new =ra.

The benefits of trade ripple through our =cononmy. Trade benefits
not only the company that exports, but also the company which
produces: parts incorporated in exported products, the insurance
agency which insures exporters, and the grocery store near the
exporter’s factory. At the same time, increased access to
foreign markets and increased competition at hore benefit
consumers. Lower trade barriers reduce prices, Iaprove the
guality, and widen the choice of consumer good. This benefits
both famllLes and companies looking for cooc barzains and good
quality. : '

U.S. workers and companies are poised to zake acwantage of the
dynanics of the global economy, if they rave accsss to foreign
markets ard can be ensured they are compezing cn fair terms with
thelr foreign counterparts. Fast growing econcs:ies in Latin
America and Asia are hungry for American 3ocds. Ccuntries around
the globe are embracing market economies and are n need of
everything from hospital equipment <o consurner zzods.

"Made in the USA" still represents a standard cZ zxcellence,
especially for products that will become Dore izrortant in the
coming century. America leads the world because 2f our
imagination and creativity. . :

The United States,; then, is positioned economiczlly, culturally
and geographically to reap the benefits cf the z_obal economy.

Economically, because our workers are the most zZroductive in the
world, and our economy is increasingly geared tcwards trade.

Culturally, because of our tradition of diversizy, freedom and
tolerance will continue to attract the best and the brightest
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rours the world ensuring that we will never stagnate as a

Geogrzzhicz:ily, because we are at ~=s z=nter of a nexus between
our nlistor:c trading partners in Eurcpe and Japan, and the new
dynamiz eccnomies in Latin America and zsia.

Our =zrade zolicy is guided by a simp.e credo. We want to expand
opporTinitiss for the global economy, tut insist on a similar
resporsibility from other countries.

Trade s a “wo way street. After wiorld War II, when the American
econony dominated the world, we opered ourselves up, to help
other zountries rebuild. It was one oZf the wisest steps this
countr, ever took, but now we cannot nhave a one way trade policy.
The Arerican people won’t support it ard the Administration won’t
stand for i<. :

For cther ~ations to enjoy the great crportunities here in the
U.S. zarket, they must. accept the respcnsibility of opening their
own nmarket o U.S. products and serwvicss. Ultimately, it is in
their swn self interest to do so, because trade fosters economic
growth and create jobs in all countries involved. If a country
closes itself to U.S5. goods and services, they should expect the
same Irom us.

The Uraguay Round ensures American , workers are trading on a two-

- way street; that they benefit from thlc new globallzed economy,

that they can sell their products ard services abroad; ‘and that
they can ccmpete on a level playlng '1°ld.

Presicent Clinton led the effort to re-nvzgorate the Uruguay
Round and o break the gridlock, which had stalled the
negotiations despite seven vears of creparation and another seven
years 3f negotiations.

We dig not accomplish everything we wanted to in the Uruguay

Round. 1In the services area, we wantezZ to go further than the
- world was ready to go. The transition periods for patent and

copyright crotection-are longer than we wanted. We were bitterly
disaprointed by the European Union’s intransigence with respect
to national treatment and market access for our entertainment
industries. R ‘ '

But the final result is very good for T.S. workers and companies.
It heips us to bolster the competitiveness of key U.S.

industries, to create jobs, to foster =conomic growth, to raise
our standard of living and to combat unfair foreign trade
practices. The agreement will give the global economy a major:
boost, as =he reductions in trade barriers create new export
opportunities, and as the new rules gi~e businesses greater
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ccniidence Thzt export -arkets will rema-= open and that

competiticn .» foreign markets will be fz:or.

More "moor:é::ly, the final Uruguay Rounc zgreement plays to the
strengths ¢ the U.S. economy, opening wcrld markets where we are
most compet.tive. From agriculture to hizh-tech electronics, to
pharmaceutizz.s and computer software, tc tusiness services, the

United Statss 1is uniquely positioned to cenefit from the
strengthenez - rules of a Uruguay Round agresement that will apply
to all of cur trading partners.

The Urﬁquav Round

The CUruguay =ound is the right agreement zt the right time for
the United Zzztes. It will create hundreds of thousands of high-
wage, high-=xill jobs here at home. Econcaists estimate that the
increased trzde will pump between $100 ard 3200 billion into the
U.S. econor =very year after the Round i1s .fully implemented.

This histor.c agreement will

. cut fcrzign tariffs on manufactured zroducts by over one
third, the largest reduction in history;

. protect the intellectual property of U.S. entrepreneurs in

‘ industirries such as pharmaceuticals, =ntertainment and
software from piracy in world markets;

] ensure cpen foreign markets for U.S. exporters of services
such as accounting, advertising, corputer services, tourism,
enginesring and construction; ' '

*  greatl. axpand export opportunities fcr.U.S. agricultural
product=. by reducing use of export subksidies and by limiting
the acz._.ty of foreign governments =3 bdlock exports through
tarifZs, gquotas, subsidies, and a variety of other domestic
policiss and regulations;

» assure zaat developing countries liwe by the same trade

rules. zs developed countries and that there will be no free
riders; ' o
. create zn effectlve set of rules for the prompt settlement

of diszutes, thus eliminating shortcomings in the current
systex whnich allowed countries to drag out the process and
to blcci judgments they did not like; and

.. open = Zialogue on trade and envirornent.

This agreezent will not

. impair zhe effective enforcement of T.S5. laws;
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. limit ths ability of the United States o set its own
envircnmental cr health standards; or

. ercde the sovereignty of the United Szates to pass its own
laws.
The Uruguay Rcund agreement will create a new organization -- the

world Trade Crzanization -- that will suppor: a fair global
trading syster into the next century and replace the General
Agreement on Tariffs and Trade (GATT).

Some have exprassed concern that the Uruguay Round results mean
the loss of Section 301. That is simply not an accurate
analysis. I have pledged that we will open narkets
multilaterally where possible and bilaterally where necessary
As a result of the Round we have made Section 301 a more
effective tool in the multilateral context. We have improved
existing trade rules, extended the rules to cover new .areas of
trade, and strangthened the procedures to enforce the rules. .1In
other words, w2 will be able to use Secticn 201 to ensure that
the multilaterzl rules are observed. For Issues not covered by
the new rules and for countries not members of the WTO, there
will be no change in the way we resolve disputes; we will
continue to usz section 301 bilaterally. In addition, we will
not shrink frea using Title VII to combat unfair trade.

NotW1thstandlng trenendous 1nternatlonal pressure to weaken
antidumping ard countervailing duty laws in the Uruguay Round, we
were able to rreserve the important elements of U.S. practice.
These laws will continue to be our most irportant and most
~effective resconse to dumplng and subsidies that injure U.S.
industries. -

" As in the past, we will identify those trade barriers that have
" the most sign"icant impact on our exporters of goods and
services and Zavelop a strategy for addressing them. We intend
to work close-f with Congress in implementing how we go after
foreign trade narriers in both the bilateral and multilateral
context. We are confident we have no shortage of tools.

While the worid has benefitted enormously from the reduction of
trade barriers and expansion of trade made possible by the GATT,
the GATT rules were increasingly out of step with the real world
They did not cover nany areas of trade such as intellectual
property and services; they 'did not provide neaningful rules for
important aspects of trade such as agrlculture, and they did not
bring about. the prompt settlement of disputes. The old GATT
rules also created unequal obligations among different countries,
despite the fact that many of the countries that were allowed to
keep their markets relatively closed were arong the greatest
beneficiaries of the system.
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The WTO will rezuire that 21l —embers tzxe par: in all major
zgreements of =<ne Round, elimirating the Ifree-rider problem.
from agreensnts cn lmport licensing to antidumping, all members

cf the WTO, will :zelong to all of the mator interrational
zgreements.

The WTO will aisc reguire aeve-oplng countries -- an increasingly
iaportant area 7 U.S. trade -- to follcw the =ame rules as
everyone eise aIT &

zr =z transiticn period. They will no longer
enjoy the fruics =f trade, without accer=zing respcnsibility and
cpening their cw«n markets. _The WTO will have a strengthened
dispute settleren: system, but will allcw us tc maintain our
trade laws and scverelgnty. o -

The WTO playé Tz the strengths of our ecznomy. For example:

Market Access. The WTO will reduce industrial tariffs by over
cne third. On =xports from the U.S. anc “he European Community,
~he reduction zver 30 percent. In an econony Increasingly

reliant on tracds cpening markets abroad -s absclutely essential
Z0 our ability =: cre=ate jobs and foster econoxic growth here at
home. Our natizcn’s workers are the most productive in the world
and reduced tar:77s will enable these wcrkers to compete on a
nore level playing field. ‘ '

t! i!) m u

Agriculture. U.S. farmers are the envy of the world, but too
often they were ot able to sell the prcducts of their hard labor
abroad, because zthe old GATT.rules did rot effectively limit
agricultural trzcds barriers. Many countries have Kept our
farmers out of z=.obal markets by limitirg imports and sub51dlzlng
exports., These same nol;cmes nave raisezd prices for consumers
around the woriz. ' T

The Urugumv Round agreements will reforr . .tolicies that distort
the world agricu.zural market znd interrational trade in farm
products. By curzing policies that disccrt trade, in particular
export subsidies, the World Trade Organ.:zation will open up new
trade opportuniziass for efficient and ccopetitive agricultural
producers like thz= United States. '

Services. The  wIJQ will extend fair trade rules to a sector that
encompasses ' 60% -f cur economy and 70% cIf our -obs: services.
Uruguay Round :artlcipants agreed to new rules affecting around
" eighty areas oI zhe economy such as advertising, law, accounting,
information anéd computer services, environmental services,
engineering ané tourism. When a company nakes a product, it
needs financing, zdvertising, Insurance. computer software, and
so forth. Comrpetition for these services is now global. We lead
the world in t=his sector with nearly $120 billion in exports
annually. The w22 will lmplement new r=les on trade in serv1ces,
which will ensure our companles and worxers can compete fairly in
the global mariet. While in certain kev areas, such as
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‘Telecommuniczzicrs and financial services, the 7.S. did not
obtain the yx:nd I nmarket access commitments we were seeking, we
rept our leverags zy refusing To grant MFN trszatient to our
trading partners. znd continued negotiaticps,

Intellectual Proverty. <Creativity and innovation is one of
America‘’s greatest strengths. American fllms. =usic, software
and medical zivarces are prized around the glcte. The jobs of
thousands of worxers nere in this country are Zependent on the
eil =zhese products abroad. Royalties from patents,
copyrights, zrnd =rademarks are a growing source of foreign
earnings to the T.S5. economy.

The World Trade Zrwanization will administer Inaternational rules
to protect imericzans “rom the global counterfeiting of their
creations andé innovations. These are the areas which represent
some of the —=ost Izportant U.S. industries of the future.
Stemming the =ides zf counterfeiting works to rrotect U.S.
companies and ~o:ﬁers; particularly as U.S. extorts of
intellectual trccterty goods increase annuall

For example, czur samiconductor 1ndustry is a Zriving force for
U.S. technolcgy =z=dvances and competitiveness. These products
affect nearly everv aspect of our lives and are incorporated in
many of the gcods zraded internationally.

The TRIPS agreemen: is the first inteérnational agreement that
places stringent Z:imits on the grant.of patent .compulsory
licenses for this critical technology. Under TRIPs, this
industry’s patenzs and layout de51gns can not be used for
commercial purpcses without the perm1551on of :the patent or
design owner. o o

In short, the Uruguay Round. agreements set the stage for free and
fair trade in ths world, and global prosperit. znd partnership at
thée end of -<This zentury and into the next. :

INDUSTRIAL MARKET ACCESS

' The United States achieved substantially all =f its major
objectives In the Industrial goods market access negotiations.
As a result, increased market access opportunities will be
available to U.S. axporters of industrial’' goods.

Key provisicns cf the market access for goods zgreement include:

o  Expanded markst access for U.S. exporters through tariff
reductions secured from countries which rspresent
approximate.y 85 percent of world trade; '



o) The elinminztisn of tariffs in.major industrlal —arkets, and
significanzly raduced or eliminated tariiZis in =any
developinzs narkats, in the folilowing arezs:

-—- Constructizcn Egulpment
-- Agricul=zural Egquipment
-~ Medica. Zguinment

-- Steel

-- Beer

-- Distillsd spirizs

-~ Pharmacsauticals

- Paper

-- Toys

-- Furnitur

o) Deep cuts ranging from 50 - 100 percent on important
electronics items (semiconductors, computer parts,
semiconduczor manufacturing eguipment) and on scientific
equipment -y Tajor U.S. trading partners; znd

o} Harmonizat-on cI tariffs by developed and ~ajor developing
countries .n tThe chemical sector at very 1czw rates (0, 5.5
and 6.5 cercent).

o Vastly increased scope of blndlngs at reasonable levels from
developing countries, which will ensure predictability and
‘certainty Zor traders in determining the amount of duty that
will be assessed. ,

In general, nost tariff reductions will be izplemented in equal
annual incremerts over 5 years. Some tariffs, particularly in
sectors where Zutles will fall to zero, such as pharmaceuticals,
will be eliminezed when the agreement enters .inzo force. Other
tariffs, particilarly in sensitive sectors, ‘inc_uding some
sensitive sectcrs for the United States, will tes phased-in over a
period of up Tz ten vears. ‘ K

As part of the United States offer, many non-ccntroversial duty
- suspensions Inzroduced in the 102nd Congress, as well as many
introduced in the 103rd Congress, were made per—anent.
Implementation of these reductions will occur cn ‘entry into force
of the Agreermert.

We still have csome unfinished business to address including
finalizing our negotiations with Japan. The Japanese offers do
not respond to U.S. reguests for Japan’s participation in duty-
elimination initiatives for wood, white spirits and Zopper, or
substantial reducticns in leather and footwear z=nd certain
chemicals. Sizilarly, work is still required tos complete market
access negotiaTions with certain developing countries where we
will continue o czress for reduction in areas such as textiles
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and adhersncas <—: Tne Zhemical harm onlzatlo ctrcposal agreed by
most of cur maT:cr Trziing partners.

The schedule firzlizing the results of the nariat access

g oay,
1”

(b 0

negotiations Tiires governments to submit :r::t Znal schedules
on or before cr:ar 15, 1994, and final schedules by March 31,
1994. A prccess :f "*rlflcatlon and rectification 1s reguired.

Additionally,
that have nct -
U.S. contrikbutice.

nized States is encouraging other partners
iornz so to improve existing cifers to match the

m
o

AGRICULTURE

The Uruguay ?oun: agrzement on agriculture strengthens long term
rules for agricuiTural trade and assures the reduction of
specific poliiciss tha: distort agricultural trade. U.S.
agrlculturdr ewrzrts will benefit significantl:y frca the
reductions In exc:crt subsidies and the market cpenings prov1ded
by the agriculTirs acreement.

The United Stazss was successful in its effor* to develop
meaningful rules =nd zxplicit reduction commitzents in each area
of the negotiatiz=s: export subsidies, domest,c stbsidies and
market accéss. Iar zhe first time, agricultural export subsidies
and trade-distcrzing jomestic farm subsidies are subject to
explicit multilazzral dlSClpllnes, andmmust be bourd and reduced.
In the area of =erket access, the Unitéd States was. successful in
achieving the cr:=cicle of comprehensive tariffication which will
lead to the,re:cr: :f import quotas and all other non- tariff
import barriers. ar tarlfflcatlon, ‘protection rrovided by
non-tariff Iampcr: b arrlers is replaced by a tariff and minimum or
current access c:zmitInents are regquired. For the Zirst time, all
agricultural tzr:Zfs including the new tariffs resulting from
tarifficaticn) zr=2 *“3nd and reduced. '

Reduction commIztzsnts will be phased~in during 6 years for
developed countrizs znd 10 yvears for developing countries.
Budgetary outlavs for export subsidies must be reduced by 36
percent and quan:;ties exported with export subsidies cut by 21
percent from a 1:36-3%) base period. Non-tariff import barriers
such as variable leviss, import bans, voluntary export restraints
and import guotag, ars subject to the tariffication reguirement.
For products sub-sct o tariffication, Current access
-opportunities zust te maintained and minimum access commitments
may be required. IZxiIsting tariffs and new tariffs resulting from
tariffication will ke reduced by 36 percent on average (24
percent for dewvelcping countries) with a minizum reduction of 15
percent Ifor each tar:if line item (10 percent Zor ceveloplng

. .-

countries). A1l zar:ifs will be bound.
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Trade-distorting Internz. farm supports must be reduced by 20
percent firom 1986-:3 tasz period levels, allowing credit for farm
support reductions under=zaken since 198&. Direct payments that
are linked to producticn-limiting progrzns will not ke subject to
the reduction commitzert _f certain concditions are met. Domestic.
support programs: meetins criteria desigred to insure that the
programs have no cr =in:~al trade distorting or production

effects ("green box")! z.so5 are exempted Zrom reduction
commitments. Due To the Zarm support reductions contained in the
1985 and 1990 Farrm Ril’s, the United States has alreadv met the

20 percent requirement zrnd will not need to make additional
changes to farm progracs o comply with the Uruguay Round
commitments. : '

Internal support neasurss and export suksidies that fully conform
to reduction commitments and other criteria will not be subject
to challenge for nine ezrs. However, subsidized imports will

continue to be sub'ect =2 U.S. countervailing duty procedures,
except for domestic suzzcrt meeting the '"green box" criteria,
which will be exerpt :::::countervailinq duty actions Ior nine
years. :

TEXTILES AND CLOTHING o .

The textile and appare. sector has always been a critical one in
this Round. From the -ery beginning of the negotiations at Punta
Del Este, the developing countries have linked their willingness .
to accept disciplines in services and intellectual property, as
well as further market crening, on the achievement of the phase-
out of the Multifiber ;.-angement (MFA). The MFA has governed
~trade in textiles and zic¢thing for the rast 20 years.

The Administration, nowever, was equally insistent on five key
goals: 1) that the rchas —out occur in a gradual manner that would
permit our industr:y o just over time <o the changes in the
trading system; 2} :ha- Zoreign markets be opened to U.S. textile .
and clothing exports fzr the benefit of U.S. workers; 3) that the
U.S5. retain control osver which products would be integrated into
the GATT at each stage cI the phase-out period; 4)) that strong
safeqguards be included in order to provide protection in the
event of damaging surgss in imports during the phase-out period;
and 5) that in lignt c¢Z the phase-out of the MFA, that tariff
cuts in this sectcr be ~neld to a minimun. ‘

We believe we have done very well in achieving those goals.
While some in the sectzr nad favored a .L3-vear phase-out of the
MFA, we believe the 1C-vsar period and the manner in which the
phase-out in structured will give us ample tools to ensure a
smooth transition. ‘¢ _imitations were placed on our right to
make our own decisions zbout which products would be integrated
at any given stage of the phase-out. This will ensure that the
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~dministration can 'a‘e i-~o account Tthe sensitivity - any given
item in determining wher zuotas would be removed Irox zhat
oroduct 1in order to ;nte;rate it into the GATT. '

< includes strong safeguards —hat will
cainst any import surges that 2ight
T pericd.

In addition, the agreemsn
allow us to take action =
occur during the pnase-cu
In the area of tariffs, in recognition of the fact thzt the MFA
will be phased out, the Administration resisted ZC dezands to cut
all our peak tariffs bv 5%. In fact, while the aver=zge U.S.
tariff cut on all industr:ial items is 34 percent, the U.S. offer
reduces textile and clothing tariffs by less than 12 cercent
overall. Particularly sersitive products received ar even lower
cut. ‘ ' ’ -

We also fought hard for zcmmitments to open markets azzroad for
U.S. textile and appare>: croducts. While we made ver
substantial progress in ccening markets in most countriss, we
refused to close on lnadescuate offers -— notably thoss 2f India
and Pakistan~- and are wcrking vigorously to secure Izproved
offers from these and cther countries. We also ensursd that non-
WTO members, such as ChHinz, would not receive the bensfit of the
MFA phaseout until they Zecome members of the WIO.

SAFEGUARDS

The Safeguards agreenen=t ;wcbrporates many concepts _z=ng included
in U.S. law ~-- Section 0. of the Trade Act of 1374 -- =2nsuring
that all countries will use comparable rules and proczdures when
taking safeguard actions. The agreement provides for suspending
~ the automatic right to retaliate for the first three ears of a
safequard neasure; thus ctroviding an incentive for ccuntries to
use WTO safeguard rules when import-related, serious Injury
problems occur.

ANTIDUMPING

The U.S. objectives in the Uruguay Round antiduwning'-,gotlatlons
were to improve transparency and due process in anticumping
proceedings, develop disciplines on diversionary dumping, and
ensure that the antiducpiag rules continue to provide an
effective tool to combat iInjurious dumping. The Agreerent
substantially achieves :hese objectives.

In preparation for the Zinal Uruguay Round negotiatizns, Members
of Congress and U.S. industries identified several issues that
would to hdve to be adcdressed to make the sq—caLied Zunkel Draft

12



~ntidumping Agreecent zccaeptable to the United States, Including:
standard of review, zanti-circumvention, sunset, unicn =nd
zmployee standing, znd c:=ulation. As of December >, 1%¢3, there
”as neither any suppecrz Zcor U.S. proposals to imprcve the Dunkel

raft nor anhy set orccadure for consideration of such Zroposals
-ther than the asserziosn zhat changes would be made zrnly by
consensus -- a virtual.y Impossible condition.

Ziven these circu=mstances, it is remarkable that U.S. —egotiators
.wWere able to achieve sigriificant results in each cf the areas
identified as requiring change. The most ‘important changes --
znd those that made the Zinal agreement acceptable to the United
States -- include:

> Addition of an expiicit standard of review that will make
it more dlf‘lcul* Zor dispute settlement paneWS <2 second-
guess U.S. zantidumeing aetermlnatlons,

QO

Removal of the anti-circumvention provision which would
have weakened ex.sting U.S. anti-circumventicn 1zw; ‘

Q

Modification of a2 r:igid sunset provision that would have
required near-zautoratic termination of anticdumping orders
after five vears;

5 Addition of sxXpress authorlzatlon for the ITC'’s “ract1c1ng
of "cumulating” :imports from different countries in
determining injury zZo a domestic industry;

> Improvements in the standing prov151ons that protect the
- rights of unions ard workers to file and support
antidumping petizicns and that clarify the_degree cf
support requireada fcr initiating an investigation.

_n addition to these cﬁa:qes,‘there are other importanrnt aspects
cf the final Antilumping iareement that make it a good agreement
Zor the United Stztes. <CZne such aspect is the transparency and
due process requirements proposed by the United States at the
peginning of the Truguay Round and accepted in their entirety.
Tor example, the ~greement requires investigating authorities to
provide public notice and written explanations of their actions.
These new requirements saould benefit U.S. exporters kv improving
the fairness of other countries’ antidumping regizes.

The Agreement also incorcorates important. aspects of U.S..
antidumping practice not previously recognized under the 1979
antidumping Code. These fundamental aspects of U.S. antidumping
oractice are now Iamune Irom GATT challenge. For exarple, the

" agreement expressiy authorizes the International Trade
Commission’s "curulation' practice of collectivel: assassing
injury due to imports frcm several different countries and the
Department of Commerce’s practice of disregarding belcw costs
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ales, 1f —hey are suzszant:-al, in determining Zair -aice for
XDOo rt saless.

th

The Antldu‘nlng Agrzerzent wi1ll require some changes :n =xisting

”.S. antidunping 1zWw. These changes, however, will not
eopardize our ability <o ccabat unfair trade practices. Many of
these changes are the rssult of the much greater detail In the
~ew Agreement concsrninz the me-hodology invest: gat:rq ‘
authorities may aprly :In corauC'lng antidumping 1nvest;zatlcns.

These methodologic_‘ Zdefinitions will add valued prealc —abll 1ty
to all antidumping sractices and protect conforaing T.S.
practices Zrom GAT- challence.

!

SUBSIDIES AND COUNTERVAILING MEASURES

The Subsidies agresment =stazblishes clearer rules and sIronger
disciplines in the suts:dies aresa while also making cer=zzain.
subsidies non-acticnabls, provided they are subject o zznditiodns
Zesigned to limit Zistecrtinc effects. The Agreement crsates
three categories cI sursidies and remedies: (1) pron.bized
subsidies; (2) percissi:zle subsidies which are zacticnakle 1Z they
cause adverse trade eifzcts; and (3) permissible sursidies which
are non-actionable if zizey are structured according <o criteria
intended to limit their potential for dlstortlon.

The Agreement prohibits export subsidies, 1nclud1ng de facto
export subsidies, znd stubsidies contingent upon the use of local
content. It also sstaklishes. a presumption of serious rrejudice
in situations where the total ad valorem subsidization of a
product exceeds 5 rercent, cr when subsidies are prcvided for
debt forgiveness or to cover operating losses. -

Subject tc specifiz, liziting criteria, the Agreemert rzkes three
—vpes of subsidies non-zcticnable. Government assistance for
regional cevelopment 1s non-actlionable to the extent that the
assistance is prov:ided within regions that are determired to be
disadvantaged on the tasis c¢f neutral and objective criteria and
the assistance is not targeted to a specific industry cr group of
recipients within =sligible regions. Finally, governuent
assistance to meet environmental requirements is non-actionable
to the extent that it Is linited to a one-time neasure =sguivalent
_to 20 percent of the ccsts of adapting existing facilities to new
standards and does not cover any manufacturing cost savings which
nay be achieved.

Covernment assistance Zor industrial research and development is
non-actionable if the assistance for "industrial research" is
limited to 75 percent ¢ eligikle research costs and the
assistance for '"pre-cczpetitive development activity" “through
the creation of the first, non-commercial prototype) is limited
to 50 percent of eligikle costs. We successfully negotiated

’
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Znanges to the originhal =il criteria so that they prcwidea

trotection to our existirnz Tscnnoicay programs while ensuring
—nat other countries cannct zZr:vide development cr prciuction
suipport. The administrat.:zn..-tends t©oc scrutinize strictly aill
zlains of entitlement by :tther zcuntries to protecticr under this
rovision. We also interni =z .se the review cf the vraovision
waich will occur 18 months zZ=zr implexmentation of the Uruguay

=zsund agreement to ensure the trcvision has rnot keen zbused. We
zre convinced that under tzis crovision the United Stztes will be
znle to continue to cooperzts with industry to develor the
schnologies of tomorrow w.thzut the threat of countervailing
*Jty actions, while ensur:ng =zat other countries canrst provide
Zavelopment or production suts:dies free from such actlons.

Zoth the non-actionable sussiZiy provisions and the prcvisions
establishing a rebuttable cresumption of serious prejudice will
‘=xpire automatically 5 years z*ter the entry into forcz of the
zJgreement, unless it is dezidszi to continue them in current or
—odified form. '

Tne Agreement also makes zzuntsrvalling duty rules rmors precise,
znd i1n many cases reflects U.2. practice and methodoicgies. For
zxample, for zhe first tize, ZiTT rules will explicitlv recognize
Z.S. "benefit-to-the-reciciert" standard. In additior, the
~greement imposes multilateral subsidy disciplines on developing
countries. - Although subject =2 certain derogations, z framework
~as been established for the zradual elimination of export
subsidies and local contert subsidies maintained by developlng
countries.

TRADE~RELATED INVESTMENT ¥BASCRES ' —

“he TRIMS Agreement prohitits _ocal content and trade 3alancing
raguirements. This prohizitizn will apply whether the nmeasures
zre mandatory or are requ.rec .n return for an incentive. A
:ranSLtlon,perlod of 5 yezrs w11l be given. developing zountries
<o eliminate existing prczikizad neasures, but only 17 they
motify the GATT regarding =zac: specific measure.. Only a two-
wear transition is provided Zzr developed countries.

ot later than 5 years afzer sntry into force of the WTO
itgreement there will be a revisw of the operation of the
~greement. As part of this review, the WTO Council fcr Trade in
Zoods will consider whether =nme Agreement should be ccmplimented
with provisicns on invest-ent opolicy and competition rolicy.

“here are four agreements =c-wering customs-related matters. The
Import Licensing Agreement —cr2 precisely defines autcmatic and

~on-automatic licensing. The zgreement will help ensure that

“nere countries continue =3 ~zintailn import licensing regines,



T2 procedures reguired T bTzin a l*cense are no ~ore
z2rdensome than necessary.

v

% provisions in the Custcms Valuation Agreement will Zzcilizate

Zzveloping countries’ adrnsrancz to the Code, and the cispute .
sz-tlement provisions of Thne I:z-de have been allgnea wizth . uhe

ugher integrated disputs ;evw;ement provisions.

“he Preshipment Inspection Agreement requires countries which use
cre-shipment 1nspectlon ccroparles to supplement or *epiaue
~ational customs services =5 =nsure that the activities of PSI
vnpanles will be carried cut =2n a non-discriminatory basis for
1. exporters; that quantitvy and guality inspections are in
ccordance with internatioral standards;. that inspection
cerations will be perforzed .n a ‘transparent manner and
xporters will be immediztely nformed of all procedural :
equirement‘ necessary tc cbtzin a clean report of flndlngS' and
na2t unreasonable delays -e wi_> avoided in the inspection
rocess. In addition, the 2grzement establishes an independent,
:;:dlng review procedure =z expedite the resolution of zrievances
cr disputes that cannot e resolved bilaterally. These changes
should ensure that the activities of PSI companies do notT impede
cr place undue burdens on 7.S. =xporters.

'l !i tep O W ll' l

“he Rules of Origin Agreement astablishes a three-year work
crogram to harmonize rules of crigin among WTO Members. The
~greement also establishes a _ommltte “which is to work with a
Zustoms Cooperation Council Tezhnical " Eommittee” to develop
Zetailed definitions on which zo base these harmonized rules of
crigin.’ During the transition period, criteria used to establish
zrigin must precisely and specifically define the requirements t:2
ze met. These rules of crigin are not to be used-to Znfluence
~—rade or to create distorzions or restrictions of trade. In
zddition, countries are rzcuirsd to publish changes toc zheir
r2les of origin at least =zixt. Zays before such changes come inte
e:fect. ‘

TECHNICAL BARRIERS TO TRADE

Th- Agreement on Technical Barriers to Trade improves the rules
respecting. standards and zachnical regulatlons.~ In particular,
—he agreement provides. that standards, technical regulations and

zenformity assessment prccedures (e.g., testing, inspection,

ertification, quality system *egistration, and other procedures
‘sed to determlne confor—ance =2 a technical regulaticn or
ztandard) are not discrizinatzrvy or otherwise used by governnents
Z< create unnecessary obstaclss to trade. | The Agreement improves
iisciplines concerning the accesptance of results of conformity
zssessment procedures by another country and enhances the ability
cf a foreign-based laboratory or firm to gain recogniticn under
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ancther country’s laboratory'accredz:atlon, ‘inspection cr quailizy
sysIam registration scheme. The igreement includes a process Z:cr
the exchandge of information, inc-Jdlﬂq the ability to commenz c¢n

prcrosed standards-related measures nade by other WTO Members znd
. a csntral point of contact for rcutine requests for informat.on.
on s=xisting requirements. Turthermore, unlike the existing T3T

Code every country that is a Member of the new WTO will be
reguirad to implement the new TBT Agreemeqt.

The new TBT Agreement ensures that each country has the righz to
establish and maintain standards and technical regulations at its
chosen level of protection for huzan, animal and plant life =znd
hea_th and of the environment, and for prevention against
deceptive practlces. The Agreement generally encourages the: use
by zovernments of international standards, when possible and-
‘appropriate. At the same time it provides that each country nayv
determine its appropriate level c"protection and ensures that
the encouragement to use 1nternat onal standards will not result
in Zownward harmonlzatlon.

SANITARY AND PHYTOSANITARY MEASURES

The Agreement on the Application of Sanitary and Phytosanitary
("SiP") Measures will guard against the use of unjustified SxP
measures to keep out U.S. agricultural exports. S&P measures are
laws, regulations and other neasures aimed at protectlng human,
aninal and plant life and health from risks of plant- and animal
borne pests and diseases, and addltlves and contaminants in- Zoods
and feedstuffs. They include a wide range:of measures such as
guarantine requirements and procedures for approval of food
‘additives or for the establishment of pesticide teolerances. . The
S&r agreement is designed to distinguish legitimate S&P measures
frcn trade protectionist measures. For example, S&P measures
must ke based on scientific principles and not maintained wizhout
sufficient scientific evidence and must be based on an assessnent
of the risk to health, approptiatD to the c1rcumstances.

The S&P agreement safeguards U.S. animal and plant health
measures and food safety requirerents. The agreement clearlyw
recognizes and acknowledges. the sovereign right of each
government to establish the level of protection of human, animal
and plant life and health deemed appropriate by that government.
Furthermore, the United States has a long history of basing its
S&F measures on scientific principles and risk assessment.

In order to facilitate trade, the S&P agreement generally

reguires the use of international standards as a basis for SiP |
measures. However, each government remains free to adopt-an S&P
measure mere stringent than the relevant international standard
where the government determines that the international standard
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es n3t trovide the level of crczactizn that the government
ens appropriate. ‘ '

~here may citen be a ranc* of Z&P measures avallable to

2ecz sz

acnisve the same level of protection, the agreement provides fcr
an _-porting member to treat anotier member’s S&P measure as
eguivalent to its own if the exporTing member shows that its
measures zchieve the importing nexber’s level of protection. The
agrezament also provides for adapting SiP measures to the sanitary
or cnvtosanitary characteristics zf a region, in particular

calling for recognition of pest cr dis=ase free areas and areas
of Zow pest or disease prevalence. For example, if an exporting
memker ‘can assure an importing me—ber that a particular area or
regicn is free of pests or diseases of concern to the importing
memkger, the exporting member shou’d be able to trade from that
area.

Finally, =here are provisions for =ransparency of S&P measures,
including public notice and comment and the maintenance of.
ingulry roints where information zpout S&P measures can be
obtained. '

In the final days of the negotiat-ons, the United States was able
to cbtain several improvements in the 35&P agreement to respond to
environmental concerns. The criginal S&P text

provided that S&P measures must "...notT be maintained against
available scientific evidence." This lZanguage was unclear and
did not take account of the fact —hat there is often conflicting
scientific evidence. This section of The Agreement was changed

. to "...not maintained .without sufficient scientific evidence,
except as provided in paragraph 2z." Paragraph 22 allows a
memkear to provisionally adopt S&P neasures on the .basis of
available pertinent information where =here is insufficient
relsvant scientific evidence.

To clarify that there no "downwarzZ harmonization" of S&P measures
"1s required under the agreement, the U.S. obtained an explanatory
footnote td6 paragraph 11, which provides that a "scientific
justification" 1is one basis for introducing or maintaining a
measure =ore stringent than the rslevant international standard.
The footrnote explains that "there is a scientific justification
if, on the basis of an examinaticn and evaluation of available
scientific information..., a Memkber determines that the relevant
international standards, ... are not sufficient to achieve its
appropriate level of protection.”

The “nited States also succeeded In oktaining changes to the
original S&P text reguirement that members "ensure that ...
measures are the least restrictive to trade, taking into account
tecninical and economic feasibilitw." This language was unclear
and coulcd be given an overly narrow, unreasonable interpretation.’
The revised language requires that members ensure that their S&P
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re ""not more trade restr.cT:ve than required to achieve

measurss =

their zporopriate level of protect:cn, taking into account
tecn.;cal and economic feasibility."” 1In addition, a footnote was
inserzs4d clarifying that a measure .= not —ore trade restrictive
than Tequ u:red unless there is anotnher measire, reasonably

availaple taking into account technizal and economic feasibility,
‘that zchileves the appropriate leve: =:f protection and is

sign_Zlcantly less restrictive to Trzde. These two changes make
it clsar that a member is not requir=z=d to adopt unreasonable S&P

measures or to change a measure baseZ on 1n51gn1f1cant trade
effects.

SERVICES

The <=neral Agreement on Trade in Services .(GATS) 1is the first
multilateral, legally enforceable zgreement covering trade and
investment in the services sectors. The GATS also provides a
specific legal basis for future negot-iations aimed at eliminating
barr:ers that discriminate against Zczreign services providers and
~deny ~hem market access. The princical elements of the GATS
framework agreement include most-favcred-nation (MFN) treatment,
naticnal treatment, market access, transparency and the free flow
of pavments and transfers. The rules embodied in the framework
are zugmented by sectoral annexes dealing with issues affecting
finarcial services, movement of personnel, enhanced
telecommunications services and aviation services.

Compl_ementing the framework rules and annexes are binding
commitments to market access and national treatment in services
sectcrs that countries schedule as a . result of bilateral
negotiations. 1In order to fulfill t=e market access and national
treatnent provisions of the GATS, =zach government has submitted &
schedule c¢f market access commitments in services which will
becose effective upon entry into fsrze of the GATS. Countries
are zlso permitted to take one-tire =zxemptions from the most-
‘favored-nation provision in the GATS. Schedules of commitments
include horizontal measures such as commitments regarding
move-ent of personnel and service sroviders. The schedules also
incluide commitments in specific sectors, such as: professional
services (accounting, architecture, =ngineering), other business
services (computer services, rental =z=nd leasing, advertising,
market research, consulting, securitv services), communications
(value-added telecommunications, couriers, audio-visual
services), construction, distributicn (wholesale and retail
trade, franchising), educational serwvices, environmental
services, financial services (bankingJ, securities, insurance),
health services and tourism services. Maritime and civil
aviazion commitments were also scheduled by a small number of
countries. : .
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S ccntains 'a strong national trzatment prov131on that

The ZA7

regurss = ~ountry to accord to serviczas and services suppliers
of ctnsr :ccuntries treatment no less fzvorable than that accorded
to i1tTs cwm services and services suppllers. It specifically
regu.rss ZATS countries to ensure That their laws and regulation=
do nzt Ti.t competitive conditions in the domestic market against

fore_zn Zirzms in services sectors listsd 1n its schedule of
COMm_TIents.

The Zi7S zlso includes a market access provision which
inccrrsrates disciplines on six types =f discriminatory measures
that Zovernments frequently impose to _imit competition or new
entr. -n their markets. . These laws and regulations -~ such as
restriztions on the number of firms al_owed in the market,
econczic "needs tests" and mandatory lccal incorporation rules --
are zIzer: used to bar or restrict narket access by foreign firms.
A ccunIry nust either eliminate these zarriers in any sector that
it inmclucdes in its schedule of comnitments or negotiate with its
tradinz zartners for their limited retention.

For sesrv-.ces companies who benefit froo sectoral commitments, the
framewori also guarantees the free flow of current payments and
transisrs. The provision on transparency requires prompt -
publication of all relevant measures covered by the agreement.
Subjec:t to negotiations, specific laws or regulatory practices
may e exempted from MFN treatment, by listing them in an annex
provided for that purpose. This mechanism allows countries to
preserve their ability to use unilaterzal measures as a means of
enccurzging trade liberalization.

Give“ ~he creadth and complexity of the services sector, the GATS
provices IZor the progressive liberalization of trade in services.
Successsive negotiations may be commencad at five-year intervals
to allzw inprovements in market access and national treatment
comritzer.ts and to allow liberalizaticn of MFN exemptions. The
GATS zlsc sets out terms for the negotiation of several framework
provisions which currently contain no substantive disciplines
such zs subksidies, government procurement, and emergency
safeguard actions. 'In addition, Xinisterial Decisions related to
the ZATS establish work programs in several areas such as trade

and tre environment, basic telephone services, maritime transport
servicas and reduction of barriers to trade in professional
serv:cas. Moreover, while there were no commitments from the

Eurcrean ”nion on audio-visual, the sector is fully covered by
GATS znd the Administration will aggressively pursue the
interests cof this industry through a variety of channels.

TRADE-RELATED INTELLECTUAL PROPERTY RIGHTS

Trace In T.S. goods and services protected by intellectual
prorerzv rights reflects a consistent =Zrade surplus. For
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example, U.3. copvright industries--movies, computer software,
and sound reccrdincs--are consistently top U.S. export earners.
U.S8. sericoncducteors are found in the computers and appliances we
all use =ach day. 7J.S. pharmaceutical companies are among the
most innovative, znd our exports of these important products have

been grcwing. Strzngthened protection of intellectual property
rights and enforce-ent of those rights as provided in the TRIPs
agreement will enhznce U.S. competltlveness, encourage creative

activity, and expand exports and the number of jobs.

The TRIPs agreemen: establishes, for the first time, detailed
multilateral obligations to provide and enforce intellectual
property rights. The Agreement obligates all Members to provide
strong proteéction n the areas of copyrights and related rights,
patents, trademarks, trade secrets, industrial designs,

- geographic indications and layout designs for integrated
circuits. ‘

In the area of copyrights the text resolves some key trade
problems for ”.S. szoftware, motion picture and recording
" interests by:

©  protecting ccoputer programs as literary works and databases
as compilaticrs;

o granting owners of computer programs and sound recordings
' the right to zuthorize or prohlblt the rental of thelr
products;
o establishing = term of 50 years for the protection of sound

recordings as well as requiring!Members to provide
protection for existing sound recordings; and

o} setting a min.mum term of 50 years for the protection of
motion: picturss and other works where companies may be the
author.

In the area cf patents the Agreement resolves long-standing trade
irritants for U.S. firms. Key benefits are:

o product and prooess patents for virtually all types of
inventions, Ixcluding pharmaceuticals and agricultural
_chemicals; :

o  meaningful liaitations on the ability to impose compulsory
11censzng, pa*tlcularly on semiconductor technology; and

o a patent ter:z of 20 years from the date the application is
filed.

‘As for trademarks, the Agreement:
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© - regu.res tTradenark: Drotectlon for service marks

o enhances crotsction for internationally well-xnown marks;
o prcnibits the nandatory linking of trademarks; and
(o) pronibits the compulsory licensing of marks.

'The Agreement also provides rules for the first multilaterally
agreed standards Zfor protecting trade secrets, and improved
protection for layout designs for integrated circuits.
Provisions on protection for geographic indications and
industrial designs are consistent with U.S. law and regulations.

Most importantly, countries are then oblicated to provide
effective enforcement of these standards, including meeting due

process requlrements and prov1d1ng the re*edles requlred to stop
and prevent piracv. « S

While the transition period for developing countries is too lOng
and we nust still work to ensure that U.S. sound recording and
motion picture producers and performers receive national
treatment and obtain the benefits that flcw from their products,
the TRIPs agreement is a major step forward in guaranteeing that
‘all countries provide 1ntellectual proper-y protection and deny
pirates safe havens.

DISPUTE SETTLEMENT

The Dispute Settlement Understandlng (DSU; creates new procedures
for settlement of disputes arlslng under =z=ny of the Uruguay Round
agreements. The new system is a significant improvement on the

existing practice. In short, it will worx and it will work fast.

The process will ze subject to strict time limits for each step.
There is a guaranteed right to a panel. ?Panel reports will be
adopted unless there is a consensus to reject the report and a
country can request appellate review of the legal aspects of a
report. The dispute settlement process can be completed within 16
months from the request for consultations even if there is an

appeal. Public ‘access to 1nformat10n aboat disputes 1is also
1ncreased

After a panel report is addpted, there will be time limits on
when a Memker must bring its laws, regulations or practice into
conformity with panel rulings and recommendations, and there will
be authorization of retaliation in the event that a Member has
not brougnt its laws into conformity with 1ts obllgatlons Wlthln
. that set period of time. - - '
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The autcmatic nature of the new procedures will vastly inprove
the enforcemert of the substantive provisions in-each of the
agreements. Members will not be able to block the adoption of
panel reports. Members will have to implement obligations
promptly and zhe United States will be able to take trade action
if Members fail to act or obtain compensation. Trade action can
consist of increases in bound tariffs or other actions and
increases in tariffs may be authorized even if there. is a
violation of zhe TRIPS or Services agreements.

The DSU inclucdes improvements in providing access to information
in the dispute settlement process. Parties to a dispute must
provide non-ccnfidential summaries-of their panel submissions
that can be given to the public. In addition, a Member can
disclose its submissions and positions to the public at any time
that it chooses. Panels are also expressly authorized to form
expert review groups to provide advice on scilentific or other
technical isstes of fact .which should 1mprove the quallty of
decisions.

WORLD TRADE ORGANIZATION

The Agreement Zstablishing the World Trade Organization (WTO)

encompasses. the current GATT structure and extends it to new

- disciplines that have not been adequately covered in the past.
The new ordganization will be more credible and predictable and

thus benefit U.S. trade interests.

The WTO will relp to resolve the "free rider" problem in the
world trading system. The WTO system is available only to
countries that are contracting parties to the GATT, agree to
adhere to all of the Uruguay Round agreements, and subnmit
schedules of —arket access commitments for industrial goods,
agricultural coods and services. This will eliminate the
shortcomings cf the current system in whlch for example, only a
handful of countries have voluntarily adhered to disciplines on
subsidies under the 1979 Tokyo Round agreement.

The WTO Agreerent establishes a number of institutiocnal rules
that will be zpplied to all of the Uruguay Round agreements. We
do not expect that the organization will be different in.
character 1rom that of the existing GATT and its Secretariat,
however, nor 1s the WTO expected to be a larger, nore costly,
organization.

GATT ARTICLES
The mandate o< the GATT Articles neqotiating‘group was to discuss

improvements <o any GATT provision not being negotiated
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elsewhere. The calance-of-pavrents reform (BCF) text increases
disciplines and transparency over the use of EOP measures. The
state trading text zifirms the cpbligation of GATT contracting
parties to ensure that Thelr state trading. entsrprises --
government- oper::ed LNCCrt/exporc honopolies and marketing
boards, or private companles that receive spec: al or exclusive
pr1v11eges fron their governments -- operate in accordance with
GATT rules. The text cn preferential trading “rrangeﬂents .
clarifies the GATT rules that pertain to regional arrangements
(customs unions and free trade arrangements) and defines the
state/local relationship in regard to GATT obligations. The
understanding on waivers of obligations will ensure that waivers
are time-limited and that are subject to greater conditions and
disciplines. There alsoc are clarifications of GATT Articles
IT:1(b) (regarding "other duties -or charges"”) and Article XXXV
(regarding tariff negotiations). '

TRADE POLICY REVIEW MECHANISM l ' :

.The Final Act confiras zn April 1989 agreement establishing the
Trade Policy Review Mecnhanism (TPRM); which examine, on a regular
basis, national trade policies and other econczic policies having
a bearing on the international trading environaent.

GOVERNMENT PROCUREMENT

The new GATT Government Procurement Code 1is a substantial
improvement over the existing Code, significantly expanding the
value of procurement opportunities covered by other countries and
alterlng the character of the agreement to one much more rooted
in reciprocity. For the first —Time, Code cove*age is expanded to
services and construction. It also opens the way for substantial
coverage of subcentral gJgovernments and governrment-owned
enterprises,

The new Code is like the old Code in limiting nembership to those
countries that specifically accede to it. Membership in the WTO
does not necessarily lead to membership in the Procurement Code.
The new Code departs from the old one, however, in creating a
structure that makes reciprocity more workable between individual
countries and actively encourages new countries to join. By
authorizing departures from most-favored-naticn (MFN) treatment,
the new Code ensures that our relationships with all signatory
countries are strictly reciprocal.

The new Code also provides improved disciplines. It restricts
.distorting practices such as offsets and ensures more effective
enforcement through the establishment of naticnal bid challenge
'systems, while also increasing Zlexibility in certain- procedural
requirements to adapt the Code =o new efficiencies in
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procurement, like those contemplated in the Vice -reSLdent s
Reinventing Governnent_ proposals.

In negotiations on coverage, the United States offzred a
substantial value ¢ our states procurement to countries that
were willing to address our -priorities in their procurement
markets. Since there was a consensus to allow exceptions to MFN
coverage, we were able to agree to cover our states for countries
(Korea, Israel and Zong Kong) that offered substantial coverage
of their subcentral governments and government-owned enterprises
and not be forced to extend our states coverage to countrles
whose offers fell short.

-We leave open the possibility, however, of. extending coverage
with any one country through bilateral negotiations in the
future. Most importantly, the United States and the European
Union agreed to accomplish this by April 15 of this year. We
expect this expanded coverage to include the European Unions’s
electrical sector under the Code. and telecommunications sector
.under a separate, but parallel bilateral agreement.

Finally, the new Coee agreement sets the stage for new countries
to accede and subject their procurement practices to
international disciplines. The most recent addition is the
Republic of Korea, which completed its accession with the
conclusion of negotiations on the new Code. We expect that
Taiwan, the Peoples Republlc of China and Australla may soon
follow as new signatories to the Code.

AIRCRAFT

Aircraft trade issues had been contentious throughout the
negotiations because the European Community sought to have
aircraft entirely excluded from the disciplines of the new UR
Agreement on Subsicdies and Countervalllng Measures. Instead, the
EC appeared intent on substituting a weaker discipline, having a
revised Agreement on Trade in Civil aircraft entirely supersede
any new subsidies agreement for aircraft products.

In the final week c¢f negotiations, it became clear that the draft
Aircraft Agreement had serious shortcomings. That text, if
adopted, would have provided no new disciplines on production or
development subsidies, nor would it have increased public
transparency of government supports to aircraft manufacturers,
such as those to the Airbus Consortium. Instead the proposed
revised Aircraft Agreement would have weakened those disciplines
by allowing additional subsidies. Most significantly, past
supports to Airbus would have been "grandfathered", completely
~exempting them from action under Subsidies Agreement. Moreover,
certain provisions of the text might have provided a pretext for
unjustified GATT action against our military and ASA research
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programs -- prograns that nave also vrov_.ded renefits to the
Europeans and are 1= no way comparable ts> the immense state
subsidies that have zeen systematically crovided to airbus for
civil aircraft deve_cpment and producticn.

While we worked harzZ %+o negotiate to remedy these
insufficiencies, U.S. proposals were not adeguately reflected in
revisions to the Aircraft Agreement. Such an outccme was clearl:
unacceptable both tz the U.S. industry and to the U.S.
Government. Just days before the end of tﬁe negotiations, the
U.S. stood firm and refused to accept the draft Aircraft text as
the basis for an agreement.

As a result of our resolve, the EC, and subsequently all other
countries negotiating the Uruguay Round, agdreed to oring aircrafz
under the stronger disciplines of the new Agreement on Sub51d1es
(with only minor changes) and the more expeditious and certain
dispute settlement =rccedures contained 1n the UR dispute
settlement agreemenz. The Subsidies Agr=zement will be applicable
to all civil aircraZt products including aircraft ci all sizes'
and types, engines z=nd components, znd t> all WTO member
countries. This was the principal objective of the U.S.

aerospace industry, which produces the largest trade surplus of
any U.S. manufacturing industry, an estinated $28 billion in
1993. '

We continue to seek to. tlghten the nx1st¢ng disciplines on
government support for aircraft’ development “production and
marketing currently contained in the 1979 GATT Agreement on Trade
in Civil Aircraft and to expand the coverage of that agreement to
other .countries that produce civil aircraft. ' Those negotiations
will continue with the goal of reaching agneement by the end of
1994.

ENVIRONMENT

Comprehensive as it is, the Final Act dcoes not cover every
several aspect of trade policy of great importance to the United
States and to this Adninistration. Our trading partners
recognize that the work of shaping the World Trade Organization
to the needs of the 21st century must ccntinue without pause.

In December, the Uruguay Round participants decided to develop a
program of work on trade and envircnment to present to the
ministers in Marrakech in April. We begin with the agreed.
premise that interrational. trade can and should prcmote
sustainable develorzent, and that the world trading system should
be responsive to the need fcr environmertal protection, if
necessary through =odification of trade rules.

i
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The United States will = work program that ensures that the
new WTO is responsive to znvi.rcnmental concerns. International
trade . can contribute to :-ur urgent national and international
efforts to protect and ertance environmental quallty and conserve
and restore natural resources. At the same time, we will
continue to advocate trads rules that 40 not hamper our efforts

' to carry out vital and effective environmental policies, whether
.nationally or in cooperaz:.on with other countries. We will be
working closely with env.ronmental organizations and business
groups, as well as the various agencies, and of course this
Committee and others in Congress, as we define our trade and
environment objectives. ‘

[¢h
[Tt
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Conclusion
Mr. Chairman, it appears that Congress will be considering the
Uruguay Round implementinz legislation at an auspicious time for
America. The U.S. econozv is expanding; investment is
increasing; Jjobs are bel“? created; and optimism about the
prospects for our economv is socaring. This economic expansion
reflects the fact that this country is moving in the right
direction; and we are doing 1t together. The policies of the
Clinton Administration, starting with our - -budget plan; the
adjustment' made over the last several years by our workers and
companies-- all of our eiforts make us as a nation stronger and
more competitive.

In setting the negotiating objectives for the Uruguay Round,
Congress clearly signalled its belief that strengthening the
multilateral rules of the GATT would make America more
competitive in world markets. We succeeded. We met those
objectives; and I am convinced that the new multilateral rules
agreed to in the Uruguay Round will work together with our
ongoing efforts to increzse regional cooperation. America is
unigquely péositioned to kznefit from expanding trade-- in this
hemisphere and in the worid. The Uruguay:Round builds on our
strengths. It will benefit us, and the world economy as a whole.
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The Briefing Room

3:16 P.M. EDT

‘AMBASSADOR KANTOR: First, I'm Mickey Kantor of the
United States Trade Representative. I have on my left ~- first time
he's ever been on my left -- the Daputy Secretary of the Treasury,
Roger Altman, and on my right, Bo Cutter, NEC. We have Under
Secretary of Commerce Jeff Garten, Under Secrstary of State Joan
Spiro, Ambassador Barshefsky of Wall Street Journal fame.
(Laughter.) Who else do we have here? And we're expecting Council
of Economic Advisors to be down here in a moment. Defense
Department? Yeah, right. (Lauqhter ) EPA.

First let me just give you a bit of a briefing on Prime
-Minister Hosokawa'a vigit and talk a little bit about what has been
going on in the negotiations. Aand then I'll, of course, be willing
to answer queéstions. But then Roger and I think, Bo would like to
say a couple of words as well.

As you know, Prime Ministar Hosokawa arrives here on -
Friday morning to meet with the President as a result of the -
agreements reached in Tokyo during the G-7 meetings between the
governments of Japan and the governmant of the United States in the

so-called framework agreement. These meetings are to be haeld twice a

year and discuss global issues, macroeconomic issues, as well as
sectoral or sectoral trade issues; all of which will be discussed
during this visit.

The Prime Minister will meet with the President during
lunch and, of course, there will be, I expect, a press confarence I
guess on Friday afternoon, if I'm not mistaken.

As you know, the framework is part of the Clinton
administration policy as we have attempted to open markets and expand
trade. It was reached during the G-7 meetings in July due to the

very good work of Roger, Bo and the rest of the people I introduced, -
tmmtuAdmey Ahavriana amd TAAN we 2a7mA Taff wasn!+ *hara vaet. He'n



: éjéiﬁé&'tﬁe team and a very valuable member of this team.

That framework agreement called for the governments of
Japan and the United States to address three major segments of
issues. One, global issues ~-- including AIDS, population and the
environment were three that I remember off the top of my head; two,
macroeconomic issues; and third, of course, were the sectoral issues.
And the f£irst four sectoral issues which were supposed to be
addressed at the filst summit meeting, which is Friday, were
telecommunications and medical eguipment in the government
procurement area, insurance and autos and autc parts.

For the past year, this administration has been engaged
in a campaign around the world to open marketes and expand trade.’
This President has been the moet succassful President in American

. history in pursuing those objectives. This administration has made

" MORE
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it clear that we don't seek to close markets, we seek to open other
markets in order to create jobs here at home and grow our economy.
Whether it's the North American Free Trade Agreement or the Uruguay
Round of the General Agreemant on Tariffs and Trade, where this .
President led the world in terms of opening markets, we have made it
clear that is our goal. A

The framework agreement with Japan ig exactly -- is
consistent with that == fully consistent with that policy. And let
me explain what it does. What it does is to ask Japan, of course, in
the macroeconomic area to stimulate their economy in order that they
can spur consumer spending and, of course, to grow their economy, the
sacond largest in the world, in order to spur global growth. '

In addition, it calls upon Japan to copen their marketa
in these four critical sectors as a first step towards opening
Japan's markats generally. It should not escape anyone's attantion
that the Japaneae markets are closed by any nmeasure that you might
want to use. If you look at the telecommunications market that we're

-working on, the Japanese market has five percent foreign import \
panatratlon where the G-6, or the other G-6 nations of the G-7
foreign import penetraticn averages 25 percent ‘The average
manufactured goods to grose product penetration, the Japanese market
i 3.1 percent, I think 1s correct; and 1t'9 over twice that much
average for the other G-s nations. s : :

And I could go on and on, but in every sector that you
look at, including foreign direct investment, where the Japanese
foreign direct investment stock is about four-tenths of one psrcent,
whereas, for instance, the United States is around 22 percent, and
Europe, I think, is about 36 percent, you sse the difference between

‘& closed market in Japan and an open market in the United States.

Clearly, the only way to address 1s three ways: One, to
set goals -- a goal of increased access of foreign competitive goods
in the Japanese market. That 1s in the framework. Second, to insist
that 'we have concrete results. That is in the framework. Number
three, to insist we have measures to implement these agreements in a -
way that will deregulate the Japanase economy in a way that will make
sure we have increased access of competitive foreign goods and
services. And last, but certainly not least, measures of results,
both guantitative and qualitative, so-called objective criteria in
the framework. The reason is it is not in anyone's interest to reach
yet one more agreement with Japan that both countries agree to adhere
to certain acts to make sure that we grow our markets and not have a
measure of result that can be used to determine whether or not we're
succesaful

There is a unified admini-tration in thies regard. There
is unity up on the Hill, between Republicans and Democrats of both

House and Senate, in supporting this approach. Also in the business
PR T wanld Aanluv nata fha Rusinazs Roundtable and the 1.8, =
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Japan Chamber have also supportad thls approach. And, of course, the
labor movement does as well.

Not only are we speaking as a qountry with one voice, we
are negotiating this agreement -- and this is critical -- on MFN, on
a multilateral basis. This is noet just to seek to open Japanese
‘markets for U.S. exports. The goal here is to open Japanese markets
for all foreign exporte, because that truly ‘will not only grcw trade
but spur glohal growth as well.

f
We are looking for tangible prograas and that ig what we
hope we can do between now and Friday in our negotiations with our
Japanese allies.

Roger.

MORE
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: MR. ALTMAN: I really only have two points I'd like to
add. I'd just like to try to remind everyone about the essence of
the framework agreement struck last July in Tokyo. The essence was

' that Japan is out of step with the rest of the industrialized werld,

and that it's time for Japan to come into line, to convergs. It's
out of step a3 measured by the gigantic current account surpluses
which Japan is running $130 to §$140 billion a year, 3 to 3,5 percent
of GDP depending upon how you measure it. These gigantic surpluses
at a time when the rest of the industrialized world in is deficit,
What's the impact of those surfaces? Well, it drains growth and it
drains jobs from the rest of the world. ' :

Second, the import penetration statistics Mickey used ==
import penetration for foreign goods and services in Japan is at
about half of the G-7 averags other than Japan, hasn't budged for 20
years. So by these two very basic measurements, Japan is out of
step. What we're seeking through this agreement are steps which will
represent the road to convergence so that after a medium-term period
of time, Japan will be -- Japan's performance in these arsas will be
symmetrical to that of the rest of the industrialized world. And it
surely is not too much to have asked; and of course we did strike
this agreement that it's time for such convergence. = ‘

The second point I want to make concerns the old saw of
managad trade. One reads every other hour it seems that the U.S. is
seeking managed trade, isn't that awful, and so on.” Well, that's not
what this is about. This is about market access and opening markets,
not managing them. I$ it managed trade or unmanaged -- is it
managing trade or is it unmanaging trade to dereqgulate the Japanese
insurance market so that foreign providers, foreign players are
eligible to participate «- eligible? And is it managing trade or
unmanaging trade to opan up the Japanese public procurement market in
these areas, for example, of telecommunications and medical equipment
so that foreign producers can be eligible to compate?

Well, that's not managed trade; that's improving market
access. We are not seeking guaranteed market outcomes., We are
seeking full-fledged market accass. And I think it's a critieal
difference. I think it's been widely misrepresented. And it's most
important heres on the eve of the summit, I think, that we clarify

. that because this managed trade argument is a canard.

Bo.

MR. CUTTER: 1I'll only make one point, which is that the
combined macroeconomic measures and the market-opening sectoral ,
measures that we've proposed are not a one-way street; that they are
in the interest both of the United States and of Japan. That it's
ocbviously a macroeconomic stimulus package in Japan is in our
interest because it would ultimately lower the current account
deficit and would have an impact on our capacity to export.

e dm e mmma I omliw dmbarand :
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N o . But we have emphasized from the beginning that both of

~ them are fundamentally in the interest of the Japan economy. A
stimulus package is obviously so -- the Japanese economy is mired in
the worst recession that it's seen in the last 20 to 25 years. The
market opening issues are even more in their interest. 1It's broadly,
I think, perceived and agreed that the way out for the Japanese
economy, that it's next sources of growth, is to put in place market
liberalization efforts which will lead to strong and sustained
domestic consumer-led growth.-

. 8o we believe that the measuras that we've prOposed are
very much in both nations' interests and that a win-win is possible.

Q - You said that you were not interested =~ this was
not about the’U.s. closing our markets. If there is no agreement on

MORE
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the frameworX talks, what sort of options do we have that are not

‘cloging our markets?

AMBASSADOR KANTOR: We have, of course, a number of
interesting options which, of course, we'll discuss. We hope and
expect, of course, that we can reach agreement and we'll come to that
dlscu551on if we're not able to, but we expect that we will.

'Q  But there are things that do not close our markets?
I nmean, wouldn't we be talking about quotas or tariffs or super 301
actions or a strong yen policy or something =-- aren't they all things
that would end up being -~ where we would close our markets to them -

if they're not opening to us?

AMBASSADOR KANTOR: The mind is a wonderful thing and
very creative. ?

Q ‘What does that meah? (Laughter.)
AMBASSADOR KANTOR: Exactly what I said.

Q Mr. Cutter, in mid-December you told a group of

'reporters that you had returned from Asla with a feeling that there

is a sea change in Japan's attitude toward =-- if that's the case, why
are these talks so difficult, and do you have a atill have that
feeling°

. MR. CUTTER: What I said was a ssa change in,Japan's
attitude toward the economy and the open nature of the economy. And
if you talk to the private sector in Japan, if you look at the
commission reports, what private businesses are saying, that's very
evident == ig that there is a realization on the private sector side
of the Japanese economy and, I think; increasingly in' the political
structure that there is a -- that Japan's fundamental interests now
lie in the liberalization of their markets. . That has besh the
consistent judgment of every commission that's baen established
every business group within Japan. . .

‘ That is, however, not who we’re negotiating with right
at the moment. We ars negotiating with, we've called them
bursaucrats. They're perhaps more appropriately called the mandarins‘
of the government of Japan. And those attitudes change slowly.

AMBASSADOR KANTOR: Besides he was refarring te the
Chesapeake Bay, not the Pacific Ocean. (Laughter.)

Q The political calculations are interesting. You
presumably are geing to hold up Mr. Hesokawa as the force of light,
and perhaps reading from what Mr. Cutter just said, the mandarins as
the forces of darkness. What if that doesn't work out? What if you
send Mr. Hosokawa home to Tokyo humiliated in the Japanese political
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AMBASSADOR KANTOR: Well, first of all, candid, open,
serious discussions in a responsible way between two trading partners
whose relationship is the most important bilateral economic
relationship in the world den't necessarily have to end up in anyone
being humiliated; nor do I expect this to happen: nor does anyone
else expect it to happen or want it to happen. .That is not what

wa're trying to achieve here. ;

What we're trying to achieva ia agreements that work
agraemanta that open the Japanese market for foreign .lmportas. We can
no longer live as Roger referred ¢o $131 billion surpluses which the
Japanese enjoyed this year in trade with the world; $60 billion ~--

. nearly $60 billion with the United States. It creates both aconemic
and political asymmetries which are net in the best interest of Japan
or the United States. Furthar, opening their markets what the

MORE
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Japanese will do will lower the cost of goods because of competiticn,
raise the standard of living, and because of competition, become mere -
innovative. This is not only in the best interest of foreign
exporters, it's in the interest of the Japanese citizens and their

government as well.

and one more item I might add. When Prime Minister

Hosokawa formed his new party in 1992, he wrote a very interesting

treatise which explained why he formed the new party. And it is very
clear that a major reason was to break up the bureaucracy and thereby
open trade in order for Japan to become more competitive and to grow

a consumer economy. o
| Q  What page did you say that was on?

‘ AMBASSADOR KANTOR: Page 11. Well, page one and 11l.
You've got to put them both together. And in page three there's
another thing about concrete results. ; o

QR He ig in a fragiie political poaiticn.

AMBASSADOR KANTOR: Who knows héwtmany times I've read
that? _ | |

§  But he's in a fragile political pgsition in Tokyo.k
AMBASSADOR KANTOR: We're trying to strengthen it.

A Q Can I ask a question of Mr. Altman? Back in 1985
when the United States thought that trade was out of balance, they
had the G-7 come up with -- well, it was the G-5 then =-- come up with
the Plaza Accord to reduce the value of the dollar by 50 percent over
two years. Iz this something where we could go to the G-7 partners
and ask for pressure on Japan, maybe a strong yen policy, in order teo
try to correct trade balances?

‘ MR. ALTMAN: I learned the hard way not to comment on
questions like that. We'll leave that until later.

Q Mr. Altman, you say this isn't managed trads;
you've also said you vant to deregulate the Japanese aconomy. But
when you try to strike an agreement that has quantitative or
qualitative measures, you ask the government to sign it and then you
ask them to make sure there's an outcome, aren't you asking them to
manage their economy, regulate their economy in a way that assures
that outcome? - ‘ S ‘ ,

MR. ALTMAN: ' What we're seeking in these areas -- the
three Mickey mentioned, which are the focus of this six-month period,
ending February 1llth, is deregulation. We have presented, for A
example, a highly specific set of Propose? deregulatory steps, which

- i i e i o e st o et tma e
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' one year.

Q Ambassador Kantor, despite the troubles here, you
say you ars stlll optimistic about reaching an agreement on Friday.
can you bring us up to date on --

AMBASSADOR XANTOR: I didn't say I was optimistic.

: Q You said you still you expect to reach an agreement
on Friday. What leads to that optimism in light of the current
circumstancea?

AMBASSADOR KANTOR: Well, I di&n't say I vas optimistic.
I said =-- : :

MORE
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, them -~ is that in general, there's no agreement on what constitutes
progress. So there have been endless debates about whether a smidgen
here or a smidgen there constitutes enormous progress that the
Japanese often describe, or, in reality, de minimus progress.

Q What kind of measurement ara you looking for =--

MR, ALTMAN: Let me just give you an example. It
happens to be in financial services, which the Treasury of course is
very oriented to. The -- and it concerns asset management. The
amounts of money in Japanese public pension funds are mountainous
because of the Japanese savings rate and the role that the Japanese
postal system plays as a collector of funds.  I'm going to give you
approximations, but the vast majority of those publioc pension fund
assets are not avallable for management to any foreign party by
regulation. I think something like 90 percent ars ineligible for
management by foreign parties, regardlaess of the qualifications of
those parties, ragardless of the nationalities of those partias and
80 On. . .

eo, in financial sarvices we would say, & measurement of
progress would be a percentage of public pension fund assetse which
are available for management by non-Japanese parties. And if the
Japanese woulc agree to that, and ultimately, they certainly will,
then we could all see. The percentage three years from now is not 90
but 88. Any reasonable person would say, No progress. It's a
measurement. And what we achieved in the framework and what we will
walt for until hell freezes over is an agreement that there will be
measurements., Because this endless debate over, yes, there's
progress, no there isn't, has got to end. !

o) This question is for either Deputy Secretary Altman
or Mr. Cutter. The Japanese stimulus package that came out was
describad by Secretary Bentsen yesterday as a modest step and
Secratary Bentsen saild it remains to be seen whether it's adequate to
really do the job that the U.S8. has been seeking. Would the U.S.
have preferred that the tax cut be longer lasting or permanent than
the one~year proposal?

MR, ALTMAN: Well, the concern that wa expressed,
Secretary Bentsen expressed, reflects the apparent one-shot nature of
the tax cut. It's a one-year tax cut, and no commitment that it will
be ongoing beyond that. Lots of studies have shown that if you're
talking about rebates, and as Bo was pointing out yesterday, this
‘appears to be the eguivalent of rebates if not the reality of thenm.
The propansity to save them is very high, because they are ons~shot
items. ' ,

Now, the framework commitse Japan to pursue polices over
the "medium term" which will lead to a "substantial reduction" -~

sorry, "highly significant reduction" in their current account
e N Ml n wmaddiim kave muwm ha Aakhntad huE {+ta maretainliv not



< o®

Amn&lsadﬁt B&IEHEIB&X IMAE LBW Wil; dil WS A whmaiwrw oo - .
.specific, frankly, quite a long list. If the Japanese should accept
“those =-- and they surely should ~- then the market would be on its
way to being opened. And then once it is truly opened -- and we need
measurements to determine that -- but once it is truly open, lat the
bast man win. But now, it's not open at all.

Q Or woman. : _
MR, ALTMAN: Woman, then. Letftha best woman win.

. - Q But there must be some measurements that tell you
whether or not =-- ‘

MR. ALTMAN: Of course, of course. We agreed in the
framework agreement that one of the flaws of the prior agreements --
and Mickey reminds all of us that there are something like 33 of

MORE
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Q I stand corrected. You said'you expect to reach an .

agreement on Friday.

- AMBASSADOR KANTOR: Because I think that there is a .
wzllingness as exhibited in the framework on the part of Japan as, I
think Bo said, to open their markets because it's not only in the
best interest of the Japanesa, it's the best interest of thae rest of
the world. Now, obviously, we are at loggarheads over a couple of
issues right now, and we may or may not reach an agreement on Friday.
But I think given their commitment to the framework, the government
of Japan's commitment to the framework, that we would expect we would
reach an agreement. Now, that may not happen. .

Q Yesterday we were told that the prospects wers
gloomy. Has anything changed or is Mr. Hata's arrival -- what de you
expect from that? Is that a significant change?

&MBASSADOR KANTOR: Well, we'll,sea,‘ We haven't met -=-
he doesn't arxive until this evening. We'll be meeting with him
tomorrow and wa'll see if that cnanges both the atmosphere and
direction of the talks. 3

Q Mr. Ambassador, a queetion:here. I was talking to
some Japanese negotiators today -- this 1s sort of a two-part
guestion. One, they describe the talks as, gensrally, as nearer %o
conclusion., And the reason they say is that there's agreement
generally on macro issues and on procedural issues. And that the
only thing lefit are these targets which the U.S. is insisting on --
that they are trying to essentially downplay this issue of targets
and sayinq, look, we've made a lot of --

AMBASSADOR KANTOR: Well, there's no iasua of targets.’
There is .nothing about targets in any of these -~

Q - forward-looking use of numbers

AMBASSADOR KANTOR: Objective criteria, both qualitative
and quantitative, and measure results.

o] Right but other than that, which they are clearly
downplaying, they say that that's the only thing holding it up. They
also say that when you were there with Mr. Cutter that Hosokawa and
the three ministers that you met clearly told you that Japan would
not accept these as goals, and they said thesy wondered whether you
had understood it that way and communicated it that way to the
President.

AMBASSADOR KANTOR: Well, what was communicated is the
goal is increased access for foreign goods and services into the
Japanese market. . That's the goal. The measures of the objectiva

r;teria, the ‘way you measure success. as Roger said ~-=- which is the
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. between these two great allies over whether or not these agreements
e  are working with it. Deregulatxon actually is a fact.

When we were in Tokyo, all was basically was said is
they didn't want one target number which would become the sole,
determinant of whether or not thess agreements were successful or
unsuccessful. We're not asking for that, nor have we ever asked for
that, ' o : '

Q The four sectors =-- is the prcgress or lack of
progress about tha same in each sactor? x

AMBASSADOR XANTOR: There are some differences but the
fact is that we are as of today stuck on dead center. But the fact
is that there are some differences within and between ths sactcrs
You can imagine that there would be.

MORE
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Q Anbassador Kantor, vhich -- do you nead to be able
to say that visit was not a complete lo=ss? ,

AMBASSADOR KANTOR: Well, I don't want to define what is
-~ because I think there is more to this vigit, obviously, than
merely the sectoral agreements. But the fact is that these are an
important part of what these two leaders will be discussing and what

~ has been negotiated over the past seven months. Although this is --

I think Roger described it -- the modest step has been taken in the
macroeconomi¢ area and they will be, I think, discussions on global
issues. Obviously we have not reached agreement on any of the
sactors that we determined we would reach agreement by February ll.
But there will be other discussions as well.

This i8 not like a =- we're not in the middle of a
sporting event to see who wins and who loses and who's successful.
What we're trying to do is move a relationship to a higher plane in
order to opern up the second largest economy in the world in order to
spur global growth. That's what this is about.

Ambassador Kantor, if the Japanasa won't agraa to
the use of objective criteria as you've described them, how big a
rupture is that in trying to move to a different plane? And how much
does that undo what progress you all ‘have . touted since Tokyo and the
last seven months?

S

AMBASSADOR KANTOR: Well, I think it's not helpful.

Q What is the status of the talka today? Have there
been any discussions between the two sides?

AMBASSADOR KANTOR: No.

Q And is that -~ was that cancelled because you were
waiting for Hata to come tonight? And is it true that you walked -~

_we're being told that the U.S. side walked out of the talks last

night.

: AMBASSADOR KANTOR: Well, "walked out" is making more
dramatic. I think we indicated guite clearly that we thought that
the discussions were not progressing and that we should not meet .
today. We learned this morning that the Foreign Minister is on his
way, so we're going to walt until tomorrow to meet with him and see
if -- and see what he has to say.

Q  Not helpful ls the strongest thing you can say
about their rsjection of the American principle that you all are
touting as the key stumbling block right now?

AMBASSADOR KANTOR: - Not helpful, I think, is

A v dera
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Q Can I ask you how you're gozng to procsed on the
canadian lumber dispute? (Laughter.)

AMBASSADOR KANTOR: You can ask.

Q  And whether you think the process of settling the
dispgta -~ the integrity of that process is now in question because
of thosg =~

AMBASSADOR KANTOR: Well, we have, as you know, two
problems. One is whether we're going to ask for an extraocrdinary
challenge, or in that connection, and there ars allegations of
conflicts of interest on part of two of the panel members who happen
to be Canadians who happen to vote in- the majority. Those issues are
being addressed right now. '

MORE
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I indicated quite clearly, yestarday, that 1£, in faect,
the panel is not reconstituted as a result of these concerns over
conflicts of interest, then we would pursua an extraordinary

challenge

One more guestion, yes.

o} Your administration has often characterized the
relationship between the U.S. and Japan as a three-stool thing. That
you see one stool, the economlic stool is weak; the two other legs are

- 8trong. I have never seen a two-legged atool stand. Doas it mean

that you would let ~-
AMBASSADOR KANTOR: It depends which circus you go to.

Q You would lat, if there's a collapse of talks on
riday, you would let the wholae relationship ccllapse on two legs?

AMBASSADOR KANTOR: Well, you've got to assune that the
whole economic leg would be broken. You've got a three-legged stool;
one is security, one is political, and the third, of course, is
economic. The economic leg is weak. The President described that in

his meeting, in fact; with then-Prime Minister Miyazawa is -- it's

almost been a year ago, now, I forget, April -~ it was April of 1993,

The other two legs are very strong. We need to strengthen the

economic leg and that's what this framework was dascribed to do.
Thank you very much.

END ﬁ : 3:45 P.M. EST
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Mr. Chairman, I appreciate your invitation to arpear before
you to present the Fiscal Year 1995 appropriation request for the
Office of the United States Trade Representative.

It has been nearly one year since I first testified before
the Subcommittee. This morning, I would like to describe some of
what we accomplished last year -- and the 1mnortant tasks that
lle ahead. '

1993 Accomplishments

Mr. Chairman, last year the United States enjoyed the most
successful -- and important -- year in trade in our history.

In one year, President Clinton achieved the main gocals of
his 1993 trade agenda. His Administration accomplished the
following: : '

[ After years of gridlock, we concluded the Uruguay Round, the
broadest, most comprehensive trade agreement -in history,
which will stimulate the U.S. and the global economy, and
create a new organization -- the World Trade Organlzatlon --
that will support a fair giobal trading syszem Into the next
century,

] We negotiated supplemental agreements .to the North American
Free Trade Agreement (NAFTA) and saw its approval by
. congress;

. At the G-7 Summit in Tokyo in July, the President reached a

: “market access agreement with the "Quad" nations -- the
European Community, Japan, Canada, and the Tnited Statss --
which provided a jump-start for the Uruguay Round, and
agreec to establish with Japan the Framework for a New
Econcmic Partnership to achieve refcorm in Tzpan’s eccniTy,
open the Japanese market and correct macrosconomic
imbalances which inhibit global growth and crosrcerity;

L Fresident Cilinton led a successiul mesIlng oI Aslan NATLInE
-- the fastest growing = omi S aule o
Seattle, and culminating a year of U.S. leazarship of zne
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Asia-Pacific Economic Cooperation, wnich will lead to
expanded trade in the region;

] We negotiated key agreements which cpened prev1ously closed
markets to U.S. companies -- a hpavy electrical equipment
agreement with Europe, a constructicn agreement with Japan,
and a telecommunications agreement with Korea -- which
represent a further step in cur effcrt to create jobs and
foster growth; and ‘ ;

] We negotiated dozens of bilateral agree@ents with countries
from Cyprus to Venezuela that help ensure U.S. workers and
companies can compete falrly in the global economy

By leading the effort to open markets abrcad and expand
trade, the President has laid the foundation for prosperity into
the next century. As a nation increasingly interdependent with
the global economy, the ability of the United States to expand
trading opportunities is essential to the economic health of our
nation. His presidency is committed to reviving the American
Dream, and these steps are integral to trat e<f fort

FY 1994 and FY 1995 Agenda

This year and the next will be every bit as challenging as
1993. What we do in the coming months may be less visible than
what we did last year, but it is just as impcrtant and will take
the same commitment of resources. We need to build on the
momentum gained, and take advantage of the great oppcrtunities we
face. Let me share with you our agenda..

Uruguay Round

'The Uruguay Round agreement reached in December by no means
ends the work we must do. Several critical tasks lie ahead.
First, after we work with the Congress to ratify the Uruguay
Round this year, we must get the new world trade organization up
and running.

Second, we have a golden opportunity to negotiate market

‘access with countries seeking accession to the WTO, including

China, Taiwan, Saudi Arabia and many of the naw republics from
the former Soviet. Union.

And third, we want to look at a new agenda in trade, which
should be fostered by the new World Trade Organization, but needs
to be sustained through bilazeral and rezionzl alliances as wz
build toward a truly world trading system. We also need to build
on an effective dispute secttlsment mechanism “n the WTO and make
sure the Urized States government ensures Thzt This mechaniss
works and works well.
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Japan N

As ycu know, on February 11, President Clirnton announced
that we had been unable to conclude negotiations with Japan on
four new trade agreements called for .under the U.S. - Japan
Framework of July 1993. The announcerment followed six months of .
intensive negotiations.

Under the Framework, we had agreed with ithe Government of
Japan to pursue trade agreements which would lead to "tangible
results", results which would be measurable through the use of
"objective criteria". In the end, the Japanese would not follow
through or incorporating these key principles in a meaningful
way. For our part, we declined to conclude iagreements without
these principles, out of concern that any such agreements would
be cosmetic and fail to lead to real change in the Japanese
market. Too many of our past trade agreements have fallen into
this pattern.

At presant, we are assessing the appropriateness of the -
Framework in serving as the primary forum for addressing our
trade policy concerns with Japan. We are also examining other
options, including those provided by Congress under the Trade
Law.

Subsequent to impasse in the Framework italks, but relevant .
to our concerns about the efficacy of past agreements, USTR on
February 15 announced a determination under section 1377 of the
Omnibus Trade and Competitiveness Act of 1988 that Japan had not
complied with a 1989 agreement to open its cellular telephone
market to foreign manufacturers. This action resulted from a
clear-cut failure of Japan to live up to a series of agreements
dating back to 1986 and span two trade agreements and a
commercial understanding. We are now 1in the process of drawing
up a list of Japanese products on which to levy sanctions in the
wake of the determination. :

China

In China, we have a market access agreement that is working
in some respects. They are lifting quantitative barriers on
about 256 items and goods, but they are not opening up in
agriculture as fast as we would like, Last month, we reached a
textile agreement with the Chinese and we need to make sure that

‘this is enfcrced, to stop the transshicment of textiles and

apparel, circumventing both U.S. law and international law.
China wants GATT accession and in order to achieve that the
Chinese n=z=d tco work with the United Sf:ates and cthers to make

sure they are adhering to world trade regimés.

Latin Amsrica

Therz is no greateér opportunity ws have than in Latin ‘
America, :tns second fastest growing eccnomic region in the world.
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"APEC

It is the one region in the world where we ‘have a large trade
surplus because they are' importing huge amounts of capital and
other goods in order to build their industries and their
economies. : -

That is important for us as we try to build on to the NAFTA.
We will use a "building block" approach, using bilateral
agreements as well as the NAFTA, to try to build an expanded
trade zone in the hemisphere.

It is incredibly important that we not rest on our laurels
with the NAFTA, and that we not forget that living south of
Mexico are about 320 million people in the second fastest growing
economic region in the world.

~ European Union

We have a number of items on'the'agenda with the European
Union, but given our agreement in the Uruguay Round, our
relations with the European Union have never ‘been better in the.

‘area of trade. We have issues -- such as the broadcast directive
- and opening up the telecommunications market, which is about 20

billion dollars a year -- which we will add;ess.

Generalized System of Preferences ;

We plan to seek legislative renewal of the successful
Generalized System of Preferences program. Authority for GSP
ends on September 30, 1994, and we will propose an extension that
expands benefits for the least developed countries, while
retaining conditionality and lowering the thresholds for product
and country renewal for other beneficiaries.

- Through FY 1995 and beyond, we will also build on our
success from APEC -- the Asia Pacific Economic Cooperation. Asia
is not just Japan .and China. It is the ASEAN nations, New
Zealand, Australia, Korea and Hong Kong. Collectively, APEC
countries are the fastest growing economies in the world. With
the Seattle summit last year, we set up a good trade and
investment framework with the APEC, but we need to extend that
framework even further. '

Other Agenda Issues

As we negotiate bilaterally and multilaterally to open new
marzets and eliminate trade barriers, ws will also work hard for
a petter environment, for better workers’ rights and enhanced
lakzr s:tandards. - e

Iin-ernaticnal trade does nor occur in a:vacuum. . Trade is no
long=r just about lower tariiis. Trade affects the environment,
laror standards, and human rights. Corpetition policies which
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effectively block U.S. exports have an impact on trade. Through
Fiscal Year 1995 and intoc the future, we are going to have to
look at all of these issues, as well as continuing trade issues
like investment, intellectual property and illicit payments. As
we negotiate trade agreements and work through the newly
estaclished World Trade Organization and the OECD, we will work
for improvements in each of these areas.

FY 1595 Budget Reguest

As you can see, Fiscal Years 1994 and 1995 are demanding
times for USTR. This is a vitally important period for the
agency and for trade because of the great .opportunities we face.
Exploiting those opportunities will draw on all of our energles
and our budgetary resources. :

. v . .

We are reguesting today an FY 1995 budget which allows USTR
to capitalize on the opportunities and challenges before us, yet.
which also carries out the President’s prograr for budgetary
restraint throughout the Federal government.

The FY 1995 budget request is for $21.0 million and 168 Full
Time Equivalent staff. Our request maintains USTR staffing at
the FY 1994 PFTE level and decreases the approprlatlon level by
$225,000 below FY 1994. L

The $22%,OOO funding decrease ‘is.a.- nety reductlon resulting

'from a numbez of offsettlng factors. nghllghts of these changes

are:

*+ a $228,000 increase for a new Tied Aid%ﬁfogram( to be
administered by the Department of State, but financed by
Federal trade and foreign affairs agencies, like USTR;

** g $501,000 decrease in travel and transpoftation expenses,
reflecting the extraordinarily busy travel demands in FY
1994, and the return to more traditional levels in FY 1995;

** g $227,000 reduction in printing expenses, also reflecting
the unusually high FY 1994 costs resulting from the
completion of two major agreements that. year (NAFTA and the
Uruguay Round}

*x g 5412,000 net decrease in office rent and other
administrative overhead (partially offset by rising costs
from inflation), which is part of our ong01ng efforts to
curb admlnlstratﬂve expenses; and

) ) ' .
** g $234, 000 reduc ion from personnel savings that stem from
Tore restrictive niring cvachi:es and tizghter managemsant of
Job vacancies. :




Conclusion

Mr. Chairman and Members of the Committee, our budget
request meets the dual tests of first providing the budgetary
resources we need to meet the work agenda for FY 1995, and second
carrying out the President’s program for budget restraint.

I would be remiss if I did not mention this morning that in
my opinion the American taxpayer gets no better "bang for the
buck" than from the investment in USTE employees. Virtually all
of the funds in USTR's budget pays for employee salaries and work
expenses. They are the hardest working staff I have seen in '
Government or the private sector, and there is no doubt that the
$21 million investment in this agency’s budget will pay dividends
for American business and workers many times over for many years
into the future.

This concludes my statement and I would be pleased to answer
any questions you have. * '
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Introduction

Mr. Chairman, thank you very much. It is a pleasure to be here
today to discuss with you several trade issues; specifically, the
Uruguay Round agreement, implementation of the North American
Free Trade Agreement (NAFTA), the Japan framework negotiations,
and the status of our trade relationship with China.

Mr. Chairman, let me first say a few words about why this
administration views the effort to open foreign markets and
expand trade as one of its highest priorities, and essential to
the economic health of this country. Trade policy is an important
part of the President’s strategy for strengthenlng the domestic
economy.

A little over a year ago, President Clinton entered office, faced

-with daunting challenges in his effort to restore the American

Dream. The economy was stagnant. Unemployment was high, and
confidence was down. In just one year, we have turned a corner.
Our economy is growing and millions of Jobs have been created.
People are getting back to work .

But these are just the first steps in preparlng our nation for
the 21st century. The President is addre881ng the -long-term
issues facing our economy

How do we ensure the Amerlcan Dream for all? How do we reverse
the decline in real wages among workers in.this country? How
will we compete against the Europeans and the Japanese? How do
we eliminate the gap between high-skill workers, for whom
opportunities abound, and those lower skilled workers who lack
opportunities, and even hope? At a time our workers are the most
productive in the world, meaning it takes less workers to do the
same work, how do we create new jobs and opportun1t1es°

All of the elements of the Pre91dent s economic strategy --
reducing the deficit, reforming education, 'the President’s re-
employment program, and health care reform -- are geared towards
solving these problems, creating jobs and. maklng our country more
prosperous for our children. All of the parts work in tandem,
each reinforcing the other.

An essential element‘in this strategy iszté expand and open
foreign markecs. Expanding :rade 'is critical to our ability to

1
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compete in the global economy and create high-wage jobs. That is
why the President spent so much time in 1993 -- with not only the
Uruguay Round but alsoc the North American Free Trade Agreement,
the establishment of the Japan Framework, the Asia Pacific
Economic Cooperation conference to fac111tate trade in that
region. That is why we vigorously enforced our trade laws which
resulted in opening the markets for heavy electrical equipment in
Europe, telecommunications in Korea, construction in Japan, and
enhanced protection for copyrighted and patented products in a
number of nations, led by Taiwan and Thailand.

The U.S. economy is now woven into the global economy. Over a
quarter of the U.S. economy is dependent on trade. Where we once
bought, sold and produced mostly at home, we now participate in
the global marketplace. American workers compete with their
foreign counterparts every day, sometimes within the same
company: By expanding our sales abroad, we create new jobs at:
home and we expand our own economy.

The global economyopresents rewards not risks. Our greatest risk
is in failing to understand the challenge. Jobs related to trade
earn, on average, 17 percent more than jobs not related to trade.
Prosperity is the partner to change and American workers are at
their best when facing the challenges of a new era.

The benefits of trade ripple through our economy. Trade benefits
not. only the company that exports, but also the company which.
produces parts incorporated in exported products, the insurance
agency which insures exporters, and the grocery store near the
~exporter’s factory. At the same time, increased access to
foreign markets and increased competition at home benefit
consumers.. Lower’trade barriers reduce prices, improve the
quality, and widen the choice of consumer good. This benefits
~both families and companies looklng for good bargains and good

- quality. , -

U.S. workers and companies are poised to take advantage of the
dynamics of the global economy, if they have access to foreign
markets and can be ensured they are competlng on fair terms with
their foreign counterparts. Fast growing'economies in Latin
America and Asia are hungry for American goods. Countries around
the globe are embracing market economies and are in need of
everything from hospital equipment to consumer goods.

"Made in the USA™ still represents a standard of excellence,
especially for products that will become more important in the
comlng century. America leads the world because of our
1mag1na*1on and creativity.

The Uri:-ed States, then, is positioned econcwlcally, culturally
and gecgraphically to reap the benefits of| the olobal economy .
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Economically, because our workers are the most productive in the
world, and our economy is increasingly geared towards trade.

Culturally, because of our tradition of divérsity, freedom and
tolerance will continue to attract the best and the brightest
from around the world ensurlng that we will never stagnate as a
people. ,

Geographically, because'we are at the center of a nexus between
our historic trading partners in Europe and Japan, and the new
dynamic economies in Latin America and Asia.

Our trade policy is‘guided by a simple credo. We want fo expand
opportunities for the global economy, but 1n51st on a. 81m11ar
responsibility from other countries. : :

Trade is a two way street. After World WaerI, when the American
economy dominated the world, we opened ourselves up, to help
other countries rebuild. It was one of the wisest steps this
country ever took, but now we cannot have a one way trade policy.
The American people won’t support it and the Administration won’t
stand for it.

For other nations to enjoy the great opportunities héere in the
U.S. market, they must accept the responsibility of opening their
own market to U.S. products and services. Ultimately, it is in
their own self interest to do so, because trade fosters economic
growth and create jobs in all countries involved. If a country
closes itself to U.S. goods and services, they should expect the
same from us.

i
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The Uruguay Round

Mr. Chairman, on December 15, 1993, 117 countries concluded a
major agreement to reduce barriers blocking exports to world
markets (in agriculture, manufactured goods, and services) as
well as to create a more fair, more comprehensive, more .
effective, and more enforceable set of world trade rules. 1In
order to assure the efficient and balanced implementation of the
agreements reached, they also created a new World Trade
Organization (WTO).

I look forward to worklng wlth you this sprlng as we prepare the
legislation that will implement the Round, . which I hope the
. Congress will approve this year.

The Uruguay Round trade agreement is the largest, most
comprehensive trade agreement in history., The existing GATT
svstem was incomplete; it was not completely reliable; and it was
st serving U.S. interests well. .The new agreements open' up
jor areas of trade and provide a dispute settlement system
wnich will allow the U.S. to ensure that other countries play by

3



the new rules they have just agreed to.

The Uruguay Round ensures American workers are tradlng on a two-
way street; that they benefit from this new globalized economy;

that they can sell their products and services abroad; and that

they can compete on a level playing field.:

President Clinton led the effort to reinvigorate the Uruguay
Round and to break the gridlock, which had:stalled the
negotiations despite seven years of preparatlon and another seven
years of negotiations. . : o~

We did not accomplish everything we wanted to in the Uruguay

- Round. In the services area, we wanted to go further than the

world was ready to go. The transition periods for patent and
copyright protection are longer than we wanted. We were bitterly

_disappointed by the European Union’s intransigence with respect

to national treatment and market access for our entertainment
industries. : :

But the final result is very good for U.S.: workers and companies.
It helps us to bolster the competitiveness of key U.S.
industries, to create jobs, to foster economic growth, to raise
our standard of living and to combat unfair foreign trade
practices. The agreement will give the global economy a major
boost, as the reductions in trade barriers create new export
opportunities, and as the new rules give businesses greater
confidence that export markets will remain open and that
competition in foreign markets will be fa1r.~

More importantly, the final Uruguay Round agreement plays to the.
strengths of the U.S. economy, opening world markets where we are

" most competitive. From agriculture to high-tech electronics, to

pharmaceuticals and computer software, to business services, the
United States is uniquely positioned to benefit from the
strengthened rules of .a Uruguay Round agreement ‘that will apply
to all of our tradlng partners. o
The Uruguay Round is the right agreement at the rxght time for
the United States. It will create hundreds of thousands of high-
wage, high-skill jobs here at home. Economists estimate that the
increased trade will pump between $100 and $200 billion into the
U.S. economy every year after the Round is fully 1mplemented.

This hlstorlc agreement will:

. cut foreign tariffs on manufactured products by over one

third, the largest reduction in histqry;
: i
° improve the protection for intellectual property of U.S.
entrepreneurs in industries such as pharmaceutlcals,
entertainment and software from plracy in world markets;
i
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e ensure open foreign markets for U.S. exporters of services
such as accountlng, advertising, computer services, tourism,
engineering and constructlon,

° greatly expand export opportunitles for U.S. agricultural
products by reducing use of export subsidies and by limiting
"the ability of foreign governments to block exports through
tariffs, quotas, subsidies, and a varlety of other domestic
pollcnes and regulations; i

] assure that developing countries 11vevby the same trade .
rules as developed countries and that there will be no free
. riders; ;
®  create an effective set of rules for the prompt settlement

of disputes, thus eliminating shortcomlngs in the current
system which allowed countries to drag out the process and
to block judgments they did not like; and

® open a dialogue on trade and env1ronment.'
This agreement will not: ’
] impair the effective enforcement of U.S. laws;

° limit the ability of the United States to set its own
environmental or,health standards; or

® erode the soverelgnty of the United States to pass its own
laws.

The Uruguay Round agreement will create a new organization -- the
World Trade Organization -- that will support a fair global
trading system into the next century and replace the General
‘Agreement on Tariffs and Trade. (GATT).

Some have expressed concern that the Uruguay Round results mean
the loss of Section 301. That is simply not an accurate
analysis. I have pledged that we will open markets
multilaterally where possible and bilaterally where necessary.
As a result of the Round we have made Section 301 a more
effective tool in the multilateral context. We have improved

" existing trade rules, extended the rules to cover new areas of
trade, and strengthened the procedures to enforce the rules. 1In
other words, we will be able to use Section 301 to ensure that
the multilateral rules are observed. For. issues not covered by
the new rules and for countries not members of the WIO, there
will be no change in the way we resolve disputes; we w111
continue to use Section 301 bilaterally. .In addition, we will
not shrink from using Title VII to combat unfalr trade.

Notw1thstand1ng tremendous international pressure to weaken

5 i



antidumping and countervailing duty laws in the Uruguay Round, we
"were able to preserve the important elements of U.S. practice.
- These laws will continue to be our most important and most
effective response to dumping and subs1d1es that injure U.S.
industries.

As in the past, we will identify those trade barriers that have
the most significant impact on our exporters of goods and
services and develop a strategy for addressing them. We intend
- to work closely with Congress in implementing how we go after
~ foreign trade barriers in both the bilateral and multilateral
context. We are confident we have no shortage of tools.

While the world has benefitted enormously from the reduction of
trade barriers and expansion of trade made possible by the GATT,
the GATT niles were increasingly out of step with the real world.
They did not cover many areas of trade such as intellectual
property and services; they did not provide meaningful rules for
important aspects of trade such as agriculture; and they did not
bring about the prompt settlement of dlsputes The old GATT
rules also created unequal obligations among different countries,
despite the fact that many of the countries that were allowed to
keep their markets relatively closed were among the greatest
beneficiaries of the system. - :

The Agreement Establishing the World Trade Organization (WTO)
encompasses the current GATT structure and extends it to new
disciplines that have not been adeguately covered in the past.
The new organization will be more credlble and predlctable and
thus beneftt U.S. trade 1nterests.v

!

The WTO will. help to resolve the 'free rlder‘ problem in the
world trading system. The WTO system is available only to
countries that are contracting parties to the GATT, agree to
adhere to all of the Uruguay Round agreements, and submit .
schedules of market access commitments for' industrial goods,
agricultural goods and services. This will eliminate the
shortcomings of the current system in which, for example, only a
handful of countries have voluntarily adhered to disciplines on
subsidies under the 1979 Tokyo Round agreement. .

The WTO Agreement establishes a number of institutional rules
that will be applied to all of the Uruguay Round agreements. We
do not expect that the organization will be different in ‘
character from that of the existing GATT and its Secretariat,
however, nor is the WTO expected to be a larger, more costly,

organization. ,
The WTO will also require developing countrles -- an increasingly

important area of U.S. trade -- to follow the same rules as I
everyone else after a transition period. They will no longer
enjoy the fruits of trade, without accepting responsibility anz
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opening their own markets. The WTO will have a strengthened
dispute settlement system, but will allow us to maintain our
trade laws and sovereignty. .

The Dispute Settlement Understanding (DST) creates new procedures
for settlement of disputes arising under any of the Uruguay Round
agreements. The new system is 'a significant improvement on the
existing practice. In short, it will wcrk-and it will work fast.

The process will be subject to strict time: 11m1ts for each step.
There is a guaranteed right to a panel. Panel reports will be
adopted unless there is a consensus to reject the report and a
country can request appellate review of the legal aspects of a
report. The dispute settlement process can be completed‘within 16
months from the request for consultations even if there is an
appeal. Public access to 1nformatlon about disputes is also
increased.

After a panel report is adopted, there will be time limits on
when a Member must bring its laws, regulations or practice into
conformity with panel rulings and recommendations, and there will
be authorization of retaliation in the event that a Member has
not brought its laws into conformity with its obligations within
that set period of time.

The automatic nature of the new procedures‘will vastly improve
the enforcement of the substantive provisions in each of the

. agreements. Members will not be able to block the adoption of
.panel reports. Members will have to implement obligations
promptly and the United States will be able to take trade action
if Members fail to act or obtain compensation. ' Trade action can
consist of increases in bound tariffs or other actions and

. increases in tariffs may be authorized even if there is a
violation ¢of the TRIPS or Services agreements.

: o
The DST includes improvements in providing‘access to information
in the dispute settlement process. Parties to a dispute must
provide non-confidential summaries of theiri panel submissions
that can bé given to the public. 1In addition, a Member can
disclose its submissions and positions to the public at any time
that itychooses. Panels are also expressly authorized to form
expert review groups to provide advice on scientific or other
technical issues of fact which should improve the quality of
decisions.

The WTO plays to the strengths of our econbmy. For example:

Market Access. The WTO will reduce industrial tariffs by over
~one third. On exports from the U.S. and the‘European Community,
the reduction is over 50 percent. In an etcnomy increasingly
reliant on trade opening markets abroad is absolutely essential
to our ability to create ’obs and foster economlc growth here at

7



P

:
home. Our nation’s workers are the most productive in the world
and reduced tariffs will enable these workers to compete on a
more level playlng field. '

Agriculture. U.S. farmers are the envy of the world, but too
often they were not able to sell the products of thelr hard labor
abroad, because the old GATT rules did not effectively limit
agricultural trade barriers. Many countries have kept our
farmers out of global markets by limiting 1mports and subsidizing
exports. These same policies have raised prlces for consumers
around the world.

The Uruguay Round agreements will reform policies that distort
the world agricultural market and international trade in farm
products. By curbing policies that distort trade, in particular
export subsidies, the World Trade Organlzatlon will open up new
trade opportunities for efficient and competltlve agricultural
producers llke the United States.

Services. - The WTO will extend fair trade rules to a sector that
encompasses 60% of our economy and 70% of our jobs: services.
Uruguay Round participants agreed to new rules affecting around
eighty areas of the economy such as advertising, law, accounting,
information and computer services, environmental services,
engineering and tourism. When a company makes a product, it
needs financing, advertising, 1nsurance, computer software, and
so forth. Competition for these services is now global We lead
the world in this sector with nearly $180 bllllon in exports
annually. The WTO will 1mp1ement new rules on trade in serv1ces,
which will ensure our companies and workers can compete fairly in

" the global market. While in certain key areas, such as

telecommunications and financial services, the U.S. did not
obtain the kind of market access commitments we were seeking, we
kept our leverage by refusing to grant MFN treatment to our
trading partners. Currently, we are continuing negotiations and
MFN treatment will be held in abeyance until the end of this.
negotiating period.

Intellectual Property. Creativity and innovation is one of
America’s greatest strengths. American films, music, software
and medical advances are prized around the globe. The jobs of
thousands of workers here in this country are dependent on the
ability to sell these products abroad. Royalties from patents,
vcopyrlghts, and trademarks are a growing source of foreign
'earnlngs to the U.S. economy. S

The WOrld Trade Organization will administer international rules
10 protect Americans from the global counterfeiting of their
creations and innovations. These are the areas which represent
come of the most important U.S. industries, of the future.

emmlng the tide of counterfeltlng works to protect U.S.
eompaﬂkes and workers, particularly as U.8. exports of

8



intellectual property goods increase annuaily.

For example, our semiconductor industry is a driving force for
U.S. technology advances and competitiveness. These products
affect nearly every aspect of our lives and are incorporated in
many of the goods traded internationally. ,

The TRIPS agreement is the first international agreement that
places stringent limits on the grant of patent compulsory
licenses for this-critical’ technology. Under trips, this
industry’s patents covering semiconductor technology and
semiconductor layout de51gns can not be used for commercial
purposes without the permission of the patent or de81gn owner.

" In short, the Uruguay Round agreements set the stage for free and
fair trade in the world, and global prosperity and partnership at
the end of this century and into the next.'. ,

NAFTA Implementation

The NAFTA came into effect on January 1. Mexlco now accords
about 50% of U.S. exports duty-free treatment. Remaining Mexican
tariffs on U.S. industrial goods will be phased out over ten
years. ‘ ' :

It is too early to see changes in trade patterns as a result of.
the NAFTA. But there is strong anecdotal evidence that NAFTA
will have a positive effect. Already, Zenith’'s sales of U.S.-
made TV picture tubes, which benefit from NAFTA rules of origin,
have jumped dramatically, and Zenith has hired 300 new workers at
its Illinois picture tube plant. And Chrysler has -produced the
first Cherokees for export to Mexico at its Toledo, Ohio, A o
assembly plant, to take advantage of NAFTA’s opening the Mexican
market for fully assembled vehicles. We expect to hear similar
stories in the months ahead. . ~ '

My colleagues are working hard to get the commissions on labor
and environment up and running. Secretary Reich and
Administrator Browner will be meeting with their counterparts in
March. These commissions are an important first for a trade
agreement, and represent a 51gn1f1cant recognition of the
1mportant relatlonshlp of trade issues to labor and env1ronmenta1
issues.

Japan ‘

Mr. Chairman, let me now bring you up to date on the status of
our negotiations with Japan. As you are well aware, Japan is our
second largest trading partner and the second largest economy in
the world. But too much of that trade is one- way As the
President said the other day, ths people of this country simply
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cannot understand why the United States has.a $60 billion trade
deficit with Japan; why U.S. products which are popular and
competitive around the globe are kept from entering Japan.
Repairing this bilateral trade relatlonshlp is a key prlorlty of
the Clinton Administration.

Despite some progress over the past decade[ a maze of regulations
and barriers, many of which are completely non-transparent, still
limit U.S. eéxports to Japan. That situation has long been
intolerable, and certainly other administrations have tried to
fix it. Indeed, it seems like we have had an annual minuet with
the Japanese for the last twenty years: we would reach agreement
after agreement that sounded good, but little changed and Japan'’s
trade surpluses kept growing. ] “

Last July in Tokyo, we created a framework for negotlatlons with
Japan to open their market and rectify the asymmetrical trade
relationship Japan has with us and the world. We agreed to seek
agreements containing "objective crlterla“'that would result. 1n
“tanglble progress." «

This administration has said from the beginning that it is better
to reach no agreements than bad agreementsi that would merely
paper over our differences and not bring concrete measurable
results. Around 4:30 in the morning of February 11th, it became -
clear that there was no possibility that we would be able to
reach agreement with Japan ,
This has never happened before in our relationship with Japan.
Previous administrations often papered over the differences. Both
‘sides went away feeling good, business goes on as usual, and then
6 months or a year later, we discover that noth1ng~happened and
the cycle of bitterness and recrimination continues.

Our job is to create jobs and economic opportunltles for American
workers and open markets throughout the world is critical for
that to happen.

Let me stress that our bilateral relationship with Japan remains
strong. Japan is a key ally, and while we have problems in the
economic part of that relatlonshlp, the rest of the relationship
is healthy.

In fact, this dispute can be seen as a significant maturing of
our relaticnship. For the first time, both sides are openly and
honestly admitting the differences between us. We are no longer
willing to look the other way when key American economic
interests are at stake. We will no 1onger tolerate Japanese
barriers to U.S. exports. . .
Our negotiations ended three weeks ago. We are now assessing all
options o determine how to opern Japan’s markets.

' |
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Cellular Adgreement Violation

: s

A few days after the breakdown of the framework negotiations, the
administration took action in a long-standing case that clearly
demonstrates how the Japanese market remains closed to American
businesses. Although this case was not associated with the
unsuccessful framework negotiations, our decision to take action
in this case shows our resolve in using all measures to open the
Japanese market. ‘ ;
The United States Government decided on December 2, 1993 to make
a decision by February 15, 1994 as to whether Japan was in
compliance with the 1989 Third Party Radio and Cellular
Agreement.

Oon that daLe, I determined ‘that Japan.had violated the 1989
agreement by failing to provide comparable market access to’
Japan’s cellular telephone and network equipment market. We have
been pursuing access to this market since 1985. Two trade
agreements, another commercial agreement, and more than eight
years later, U.S. cellular telephone systems remain effectively
excluded from over half the Japanese market.

This is, in ‘many ways, a classic case of the determination of
Japan to keep its markets closed, partlcularly to high technology
foreign products. There is no doubt that Motorola’s cellular
phones and network equipment are among the best in the world. 1In
the part of Japan where Motorola has.market access, a system
using its technology has achieved great success That system has
more than 438,500 subscribers. But the Motorola system has been
effectively shut out of the critical.Tokyo market, particularly
at a time when Japanese manufacturers were trylng to develop
products competitive with Motorola’s. In fact, the system using
Motorola technology in the Tokyo market has only 12,800
subscribers. Clearly, Motorola has lost hundreds of millions of
dollars in sales opportunities. 'l

In an agreement embodied in a series of letters between 1985 and
1987, the Government of Japan committed to a series of steps to
open the Japanese market to forelgn telecommunications goods -and
services and to reduce regulation in that market. Despite this
agreement, Motorola was shut out of the Tokyo/Nagoya market. As a
result, in April 1989, USTR found Japan in violation of its
obligations under that agreement under Section 1377, published a
- preliminary retaliation list for public comment, and held a
public hearing. '

Just prior to-the deadline for imposition:of sanctions, Japan
agreed, in the 1989 Third Party Radio and Cellular Telephone
Agreement, the agreement I cited on February 15, to take specific
measures to allow comparable market access. In the agreement,
Japan designated, by name, a cellular telephone operator to

i
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install the Motorola system By d01ng 80, Japan also assumed the
responsibility of ensuring that the operator performed. That
operator, as an agent of the Government of Japan, reiterated in a
- 1992 letter its commitment to build the system. Notwithstanding
that agreement and the prior two trade agreements, the system,
only after considerable U.S. Government involvement, does not yet
cover even 40% of the Tokyo region. Comparable market access has
not been achieved. As. I've noted, this is a clear violation of
the 1989 agreement.

We plan, by March 17th, to announce for public comment a list of
proposed trade actlons S

China N .

China’s market is the second fastest growlng in the world and
there are significant opportunities for U. S companies.

Yet, because of onerous trade barriers, our manufacturers,
farmers, and exporters have not been able to take full advantage
of China’s growth and our trade deficit has been growing at a
rapid rate, reaching $23 billion in 1993. Ellmlnatlng trade
barriers in China and opening its market is a major priority for
this administration. _ ‘

The Chinese have committed to a significant opening of their
market and liberalizing their import regime in the memorandum of
understanding on market access. Our trade with China must become
a two-way street and it is essential that the Chinese fully
implement their agreement with us so that American companles
receive comparable access to Chlna 8 market. -

Although soine problems’ remaln, China is in’ overall compliance
with the agreement. In meeting the December 31, 1993 deadline for
certain actions, China took important steps to increase

- transparency and to open its market to U. S' industrial goods.

Spec1f1ca11y, Chlna eliminated on schedule 1mport restriction on
258 items by HTS tariff line, and removed 171 machinery and
electronics items from import "controls" -- many ahead of ‘
schedule. China has also streamlined its import approval process
-- including greatly simplifying the process for machinery and
electronics products. )

But some areas are still to be resolved. China has not met
deadlines for ensuring that its sanitary and phytosanitary
standards are rased on scientific justifications -- and USTR an
USDA negotiators are now holding discussions with the Chinese. In
addition, we hzve informed the Chinese that we expect significant
liberalization of guantitative restrictions in 1994 on the
remaining preoducts on the annex to the Agreement that are of key
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interest to U.S. exporters.

We are monitoring China’s compliance with this agreement under
section 306 of the 1974 Trade Act. This glves us the flex1b111ty
to move to immediate retaliation if we believe the Chinese are in
violation of the agreement '

As I said, there are significant 0pportun1t1es for U.S. companies
in China’s growing market. Traditionally, our trade with China

‘has been agricultural products such as wheat, fertilizer, and -
wood products. I expect China’s market for agricultural products
to grow rapidly over the next few years as the Chinese lift
restrictions on a broad range of agricultural products in markets
typically heav11y protected.

Yet the composition of our trade is changlng in reflectlon of the
growing sophistication of China’s own market. The Chinese are
buying more high-tech preoducts, largely in industries where we
have a competitive advantage: electronics, machinery,
telecommunications equipment, medical technology, oilfield and
gas machinery, and auto parts. Last year, aircraft and parts were
our largest export, followed by computers and power generation
equipment.

At the same time, the Clinton Administration remains very
concerned about China’s record on human rights. That is why the
President decided last year to link extension of Most Favored
Nation status to specific conditions on human rights, while
making use of other tools available to us in. the areas of trade
and non-proliferation. The standards set by the President on
human rights must be met for MFN to be extended for another year.

1

Intellectual Property Rights

Another area of concern for us is the protection of intellectual
property in China. China has changed its laws and issued
regulations in accordance with the Intellectual Property Rights
Memorandum of Understanding, signed in January 1992. Enforcement
of these laws and regulations, however, is virtually non-
existent.

Thére are many examples of IPR piracy in Chlna, but perhaps the
most egregious is infringement on a mass scale of foreign CDs and
laser disks. There are 26 factories in the south,of China with a
production capacity of over 50 million CDs -- in a domestic
market of roughly 2 million -- and they are already beginning to
flood southeast Asia with their pirated products.

Last week we began negotiations with the Chinese on the creation
of an effective enforcement system. China must take effective
measures to protect U.S. and other foreign intellectual property.
If not, USTR will elevate China to Priority Foreign Country
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‘status in April and commence a Special 301 znvestlgatlon shortly
-thereafter

Conclusion a

As we move forward on all of these issues, we should not lose
sight of what is at stake. Our goal in all of these efforts is
the same: to lay the foundation for prosperlty for the years

~ ahead and into the next century.

When I was young, everyone assumed we would do better than our
parents, and our children would do better than us. We are finally
restoring that sense of confidence in our future, by realizing
that to make our nation a better place for our children we must
be engaged in the world. We must assume the responsibilities of
leadership in the global community. We must, as the President
said in his speech at American University, put "the American
people first w1thout withdrawing from the wcrld and people beyond
our borders

Trade is not abstract Our success -- or failure -- in opening .
markets, and creatlng new opportunities w1ll ‘be felt at the
workplace, and in people’s homes.

"Our success will be felt by the worker on the assembly line,
building teélecommunications equipment for China or Mexico. It
will be felt by the worker producing medicine and medical
equipment for countries around the globe It will be felt by the
. farmer, who is at last able to sell rice 1n Japan

It is felt by the software engineer, who can feel his or her
computer programs are protected from plracy with sfrengthened
intellectual property rules.

And our success will be felt by the mllllOHS of workers in }obs
not dlrectiy related to trade, but dependent on it anyway -- in
retailing, insurance, or construction. = |

The President put it best in his speech at American University.
"The truth of our age is this and must be this: open and
competitive commerce will enrich us as a nation. It spurs us to
innovate. It forces us to compete. It connects us with new
customers. It promotes global growth without which no rlch
.country can hope to grow wealthier." L
Last year, President Clinton challenged us',"In the face of all
the pressures to do the reverse," he said, "we must compete not
retreat o

We are meerlng that challenge -- by fac1ng up to our problems ‘
here at home, and competing abroad. b

14


http:marke.ts

OFFICE OF THE UNITED STATES
TRADE REPRESENTATIVE
EXECUTIVE OFFICE OF THE PRESIDENT
WASHINGTON
120506 -

STATEMENT OF AMBASSADOR HICKEY KANTOR
ON THE EXECUTIVE ORDER REINSTITUTING SUPER 301
March 3, 1994

From the time President Clinton took office, the
central thrust of this Administration’s trade policy has been to
open markets and expand trade. We believe that manufactured
goods, services and agricultural products made in the United
States can compete anywhere in the world---as long as the markets
of other countries provide us with the opportunity to compete
fairly. We are committed to breaking down.trade barriers:
multilaterally where possible, bilaterally: where necessary.

It is this market opening thrust that connects the

completion of the Urugquay Round, the implementation of NAFTA, our

expanding relations with APEC, intellectual property rights
protection in a number of countries, our efforts to forge a more
balanced trading relationship with Japan, and our successes with
respect to heavy electrical equipment in Burope, .
telecommunications in Korea, construction in Japan, and a broad
range of industrial products in China. ‘

To complement our market opening efforts around the
world, and to help establish trade priorities, the President has
asked me to announce that he is today signing an executive order

reinstating the trade law provisions known as Super 301.

President CIinton first endorsed Super 301 as a strong
market opening tool in a speech at Georgetown University on
November 20, 1991. He pledged to restore Super 301 during his
election campaign and since he assumed office. From the day this
Administration began, I have on numerous occasions repeated the
Administration’s view that Super 301 worked to open foreign
markets and should be reinstituted. By today’s action, we are

doing so.

It should be clearly understood: éa are not designating

or identifying any practice of any country today. Rather, we -
are putting in place the Super 301 procedure. Under this
Executive Order, the Trade Representative will identify in 1994
and 1995 those "priority foreign country practices," the
elimination of which have the greatest potential for the
expansion of U.S. exports. The identification will actually
occur on September 30th, six months after the issuance of the
annual National Trade Estimate report on Harch 31.

Twenty~one days after identification, the prlorlty
foreign country practices will become the subject of ,
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investigations under Section 301 of the Trade Act. The first
step of that process is consultations with the foreign government
in question, in an effort to reach agreement on the elimination
of the practices in question, or in appropnate cases,

' compensation for the damage done by the practlces.

If no agreement is reached, the 1nvest1gatlon will -
continue. Where the foreign practices at issue constitute
violations of trade agreements, such as the GATT, or the new WTO,
we will take those practices to the dispute resolution process
created in those agreements, as Section 301 requires us to do.
At the end of the investigation, the Trade Representative will
have to determlne if the practices are actlonable under Section
301 and, if so, what action he should take in response to them.
Trade actxon could result if the practlces are not ellmmated.

Let me be clear about how th:.s Executive Order flts mto

our market opening efforts:

---On March 31, we will present the NTE report, which
is a comprehensive report on the foreign trade barriers to our
products and services. While that report will review many
barriers in many countries, it will also provxde a good idea of
which foreign barriers are of most concern ‘to us.

¢

---In the months that follow, we hope to make

progress, with other countries, in reaching agreements to reduce’

or eliminate some of the more significant barriers facing our

" exports. But our trading partners will know that on September

30, we will identify those "priority foreign country practices"--
-the most serious barriers to U.S. products and services~---which

" will become the subject of investigation under Section 301.

-

' ---The Executive Order sigmed today is a flexible
instrument. For example, it permits the Trade Representative to
send our trading partners an early warning that certain of their
practices may be identified in the future if they are not
eliminated. It also provides that the Trade Representative can
exclude foreign country practices which might otherwise be
»priority” because they are already being addressed by provzslons
of U.S. trade law, existing bilateral trade agreements or in
trade negotz.atlons .- and progress is being made toward their
elimination. This" prov;s;on underscores our intent to use this’
Executive Order in conjunction with all our other market opening

efforts ..

our goal is to eliminate the major trade barriers
around the world which block market access for our products and
services. If we can do that without ever identifying a "priority
foreign country practice” under Super 301, we will have
accomplxshed our goal. But no one should doubt our commitment to
keep moving forward, opening markets and expanding trade, as ve
have done s:mce Pres:.dent Clinton tock offlce.



History of the "Super 301" Process

The Surer 301 process, which was required, by statute in 1989 and
1990, required the Administration to identify "trade
liberalization priorities, " including "priority countries” and
"priority practices," the elimination of which was likely to have
"the most significant potential to increase United States
exports, either directly or through the establishment of a
benef1c1al precedent." :

Within 21 days after submitting the report of priorities to the
Congress, the USTR was required to initiate an investigation
under section 302 of the Trade Act (popularly called "section 301
investigations") on every prlorlty practice of each priority
country. :

Super 301 in 1989 and 1990

In 1989, six priority practices in three prlorlty countries
(Japan, India and Brazil) were identified: (1) import bans and
other import licensing restrictions in Brazil; (2) government
procurement of foreign satellites by Japan; .(3) government
procurement of supercomputers by Japan; (4) restrictions. on
‘imports of wood products in Japan; (5) trade-related investment
"measures in India; and (6)’insurance‘markefvbarriers in India.
USTR initiated section 301 investigations on all six practices.
The United States reached agreement with Japan in'all three of
the investigations involving Japanese practices, and. Brazil
dismantled its import restrictions; but little progress was made
with India in the two investigations involving its practices.

- During the months leading up to Super 301 identifi®ations in
1989, bilateral negotiations with Korea resulted in agreements to
llberallze conditions for foreign 1nvestment and to eliminate
import bans and other measures to protect local production. In
addition, some progress was made with Korea on import
restrictions affecting agricultural products. Similarly, the
authorities on Taiwan agreed to develop an action plan that
opened the market on Taiwan to all exporters, especially through
reductions in tariffs on manufactured goods. As a result,
neither Korpa nor Taiwan were identified as priority’countries.
In 1990, USTR identified the Uruguay Round as its top trade
11berallzatLon priority, and re-identified India and India‘s two
practices as priorities under the statute. ' No new section 301
investigations were initiated, since we were pursuing investment
and insurance barriers with India in the Round. A
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Super 301 Under the Executlve Order

In 1994 and 1995, the USTR will submit 1ts report on priority
foreign country practices no later than September 30, and within
21 days of submitting that report, USTR will initiate section 301
investigations with respect to all priority foreign country
practices identified. ;

Section 301 Investlgatlons

A section 301 investigation includes fact- flndlng, consultatlons
with the affected domestic industry, and consultations with the

‘foreign government involved. Where a trade agreement, such as

the GATT, is involved, the USTR requests dispute settlement
proCeedings under that agreement, if applicable. During the
investigation the USTR will seek to negotiate agreements which
provide for the ellmlnatlon of, or compensation for, the practice
concerned. . ! ' '

In every section 301 investigation, 1nclud1ng those initiated as

-a result of Super 301, if no agreement is reached, the USTR must
.determine whether the practice under 1nvest1gatlon is actionable

under section 301 -- i.e, violates a trade agreement, or is
unjustlflable, unreasonable, or dlscrlmlnatory and burdens or
restricts U.S. commerce. If the practice is deemed actionable,
the USTR must also determine what retallatory actlon, if any,
should be taken under sectlon 301. :

The tlmlng of these determinations depends'on the type of
practice involved. The determinations in trade agreement
investigations must be made either 30 days after the conclusion
of dispute settlement proceedlngs, or 18 months after initiating
the investigation, whichever is earlier. 1In investigations of
practices not involving the violation of a trade agreement, the
determinations must be made 12 months after initiating the
investigation. :
Where a trade agreement is violated, the USTR is required to
retaliate uriless a specific statutory exception applies. Where
there is no violation of a trade agreement or other international’
obligation, the USTR has discretion in deczdlng whether to
retaliate.

Section 301 gives the USTR broad authority to retaliate, subject"
to the direction of the President. Retaliatory measures may
include increased tariffs, quotas on imports, restrictions or
fees on services, withdrawal from a trade agreement, or other
appropriate action. If retaliatory measures are imposed under
section 301, they may be modified or terminated at any time, and
they automatically expire after four years if not renewed.
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