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THE URUGUAY ROUND: 

GROWTH FOR ~HE WORLD, JOBS FOR THE U.S. 


Introduction, 

Mr. Chairman, thank you very much. I appreciate the chance to be 
here today t~o discuss with you the Uruguay Round agreement, 
reached by 1.17 countries,on December 15. As this committee well 
knows, the a.greement marked the completion of more than seven 
years of· negotiations. ~ 

The Uruguay Round agreement will reduce barriers blocking exports 
to world markets (in agriculture, manufactured goods, and 
services) artdwill create a more fair, more compreh~nsive, more 
effective, and more enforceable set of world trade rules. In 
order to ass'mre the efficient and balanced implementation of the 
agreements :roeached, they. also created a new World Trade 
OrganizatioTl (WTO).· 

The Administ:ration believes that the Uruguay Round agreement will 
justify the years of har~ work and frequent disappointment that 
has marked t:he negotiating process~ . It will provide a major 
boost to thEa global economy in the coming years and into the next 
century, from which the United states will benefit a great deal. 
This agreemEmt sets the stage for the U.s. to become a more 
competitive,. productive and prosperous nation in the years to 
come. 

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 reality. The Adminis~ration benefitted from 
the work of our predecesisors, Presidents Reagan and Bush I and 
Trade Reprei;entatives Billl Brock, clayton Yeutter and Carla 
Hills. They saw the importance of the Uruguay Round, set high 
standards f6r an ambitious agreement and refused to accept less. 

I
We benefittl~d from the steadfast, bipartisan support of Congress, 
led by this Committee add 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. IYou set strong negotiating objectives in 
the 1988 Triide Act, which I believe that we have met. 

I 
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I, 


~e te~efit~ed f~~m ~he advice· ~d support ,6f the orivate sec~=~. 


~hQ ~ec~gnized ~he importance =f coc~ieting the 2~und f9r the 

~.s. ec~nomy arid global growth. and ~ho gave us ~nsight and 

unde~s~anding of the ne~ds of ~~ndreds of sectors of our strc~; 


and i~verse economy. 


7he ~~uguay Round ~rade agreement ~s ~he largest, most 
conp~ehensive t~ade agreement ~n history. The existing GATT 
syste~ ~as incomplete; it was ~ot completely reliable; and it ~as 
not serving u.S~ interests weI:. The new agreements open up 
major areas of ttade and provide a dispute settlement system 
which ~ill allow the U.S. to ensure that other countries play ~y 
the ~ew rules they have just agree~ to. 

The successful conclusion of the Uruguay Round negotiations ~as 


an i::portant part of the Presi:ient's strategy for strengthening 

the do~estic economy. Barely a year ago, President Clinton 

entered office, f~ced with daunting challenges in his e£fort -~ 


restc~e the American Dream.· 


The eccnomy was stagnant. Une::pl.oyment was high, and conf ider:ce 
was' ;:own. In just one year, we have turned, a corner .. Our 
econc~y is growing and millions of jobs have been created. 
Peop~e are getting back to work. 

But=hese are just the first s~eris in. preparing our nation for 

the 21st cEmtury. The President is addressingthelo,hg:-term 

issues facing our economy. 


How do ~e ensure the American ~reamfor all? How do we reverse 

the ::'eclinE:l. in real '.vages among-..;orkers}fn this· country? How 

will' -,·;e compete aga·inst the Eutopeans and the Japanese? How d~ 

we eliminate the gap between high-skIll workers, for whom 


. oppor~unities abound, and those low~i ~killed workers who lack 
oppor~unities, and even hop~? At a =im~ our workers are the =ost 
productive in the world, meaning it =akes less workers to do ~he 
same -,·;ork, how do vie create ne"1l jobs and opportunities? 

All of 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 caking our country more 

prosperous for o~r ~hildren. All of the parts work in tandem, 

each reinforcing the other. 


An essential element in this s~rategy,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 ~he President spent so much time in 1993 -- with not only ~he 


Urug~ay Round but also the Nor~h American Free Trade Agreement, 

the establishment of the Japan Fra~ework, the Asia Pacific 

Economic Cooperation conference to facilitate trade' in that 


2 



" 


region. :~at ~s why ~e vigorously enfcrced ~ur ~rade laws which 
resulted in opening ~he markets for heavy ,elect=:=al equipmen~ ~~ 
Europe, ~elecommunica~ions in Korea, ~oris~ructi~~ in Japan, and 
enhanced protec~ion for copyrighted and ~a~ented ?roducts in a 
number 'of :-:.a.ti::ms,' led by Taiwan and :!:ai::'an::i. 

The U.S. econo~yis now woven into ~he gl~bal ec:nomy. Over a 
quar~er of ~he.U.S. economy is dependen~ :n ~ra~e. ~here we 2nce 
bought, sold and produced mostly a~ hone, ~e no~ par~icipa~e in 
the global ~arketplace. American ~orkers co~pe~e with their 
foreign counterparts every day, sonetines ~ithi~ ~he same 
company. By expanding our sales abroad, ~e crea~e new jobs at 
home and we ,expand our own economy. 

The global economy presents rewards not risks. :ur greatest risk 
is in failing to understand the challenge~ Jobs related to trade 
earn, on average, 17 percent more ~han jobs.not =elated to trade. 
Prosperity i.s the partner to change and ;'-=:lericar:""iorkers are at 
their best when facing the challenges of a new era. 

The benefics of trade ripple through our econom~. Trade benefits 
not only the company that exports, but also ~he :ompany 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 ho~e benefit 
consumers. Lower trade barriers reduce prices, ~~prove the 
quality, and widen the choice of consumer good. This benefits 
both families and companies looking for good ba=;ains and good 
quality. 

U. S. -,JOrkE:rs and c,ompanies are poised ":0 ~ake a~"-:"9.ntage of the 
dynamics of the global economy, if they tave ac:ess to foreign 
markets artd can be ensured they are coope=ir:g c:-: fair ter~s with 
their foreign counterparts. Fast growing econo=:es in Latin 
Ameiica and Asia are hungry for American qoods. :ountries around 
the globe are embracing market economies and are in need of 
everything ftom hospital equipment to consumer ;~ods. 

"Made in 1:he USA" still represents a' standard 0: excellence, 
especially for products that will becom~ ~ore i=portant in the 
coming centur.y. America leads the "dorld because of our 
imaginatibn and ~reativity. 

( 

The United States; then, is positioned economic~:ly, culturally 
and geographically to reap the benefits cf the ;:obal economy. 

Economically, because our workers are the most ;roductive in the 
world, and our economy is increasingly geared t=~ards trade. 

culturally, because of our tradition of diveisi~y, freedom and 

tolerance ~ill continue to attract the best and ~he brightest 
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fro~ ~=ou~~ the world ensuring tha~ ~e ~ill never stagnate as a 
people. 

Geogra~hicaily, because we are at ~~e =ente~ of a nexus bet~een 
our ::::'s~or.:.:: t:::::-ading partners in Eur::pe and Japan, and the new 
dyna~l:: ecc~omies in Latin America a~d ~sia. 

Our ~:::::-ade ~olicy is guided by a si::p:e credo. We want to expand 
oppor~~nit~es for the global economy, ~~t insist on a similar 
respo~sibility from other countries. 

Trade :'s a =wo way street. After World War II, whe~ the American 
econo:y do=ina~ed the world, ~e opened our~elves up, to help 
other ::ouri~ries rebuild. It was one of the wisest step~ this 
country ever took, but now we canno~ have ~ one way trade policy. 
The A=erican people won't support i~ a~d ttie Administration ~on't 
stand :or ._. 

For c~jer ~ations to enjoy the grea~ o~portunities here in the , 
U.S. ::arke~, they must. accept·the :::::-espcnsibility of opening their 
own ::arket. =0 C.S. products and serv:'ces. Ultimately, it is in 
theirJwn self interest to do so, beca~se tra~e fosters economic 
growth and create jobs in all coun~ries involved. If a country 
closes itself to U.S. good~ and services, they should expect the 
same ::::::-om l,;.!:;. 

The Gr.lguay Round ensures American .·,.;o;r:kf~rp:,~,r~1:rading on a two.,.. 
way s~:::::-eet; that they benefit from t:his"newglcibalized economy; 
that =jey can sell their products a~d servic~s abroad; and that 
they can ccmpe.te on a level playing .:ield. 

Pres.ident Clinton led the effort to :::::-e':'nvigorate the Uruguay 
Round !nd =0 break the gridlo~k, ~hich ~ad stalled the 
nego~:'atio~s despite seven years of preparation and another seven 
years 3f r.egd~iations. 

We did no~ accomplish every~hing we ~a~~ed to in the Uruguay 
Round. In the services area, we wan~ed to go further than the 
world ~as ready to go. The transition periods for patent and 
copyr :::;Jht ;-rotection· are longer than· ",.;e wanted. We were bitter ly 
disappointed by the European Union's i~~ransigence with respect 
to na~ional treatment and market access for our entertainment 
indust:::::-ies. 

But tte fir'lal result is very good for :-.S. ~.;orkers and companies. 
It helps us to bolster the compe-titive:1ess of key U.S.' 
indus-=:::::-ies, to create jobs, to foster economic growth, to raise 
our standard of living and to comba~ u:1fair foreign trade 
practices. The agreement will give the global economy a major 
boost. as =he reductions in trade b~rr':'ers create new export 
opport~nities, and as the new rules gi~e businesses greater 
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ccnfidence ~~a~ export =arke~s will rena~~ ~pen and that 
co~petit:c;. :~ foreign =arke~s will be f~:~. 

~ore impor~h~~ly, the f~nalCruguay Round agreement plays to the 
strengths ~~ ~he U.S. economy, opening wcrlj ~arkets where we are 
~os~ compe~:~:ve. From agriculture to h~;h-tech elec~ronics, to 
pharnaceu~:=a:s and comouter software, tc ousiness services, the 
Uni~ed Sta~es is uniquely positioned to cenefit from the 
strengthene::'rules of a Uruguay Round agreement ,that will apply 
to all of~~r trading ~artners. 

The uruguay Round 

The Uruguay ~~und,is the right agreement a~ the right time for 
the United 5~ates. It will create hundreds of thousands o~ high­
wage, high-s~:ll jobs here at home. Econc~ists estimate that the 
increased ~::aje will pump between $100 ar.d $200 billion into the 
U.S. 	 econo~y every year after the Round ~s ,fully implemented. 

This 	histor:= agreement will 

• 	 ctit fo=e:gn tariffs on manufactured products by over one 
third, ~~e 'largest reduction in history; 

• 	 protec~ ~he intellectual property of C.S. entrepreneurs in 
indus~~~:es such as pharmaceuticals, entertainment and 
soft~are from piracy in world markets; 

• 	 ensure =::;:>en foreign markets for U.S. exporters of services 
such ~5 accounting, advertising, co=pu~er services, tourism, 
engine,::ring and, construction; , 

• 	 great:; expand export opportunities for,~.S. agricultural 
produc~s.by reducing use of export s~bsidies and by limiting 
the ac:_!ty of foreign governments ~~' block e~ports through 
tariffs, quotas, subsidies, and a v~~:ety of other domestic 
polic:es and regulations; 

• 	 assure ~~at developing countries li~e by the same trade 
rules as developed countries and tha~ there will be no fre~ 
riders; I 

• 	 create a:1 ef'fective set 6f rules for -:.he prompt settlement 
of dis;~~es, thus eliminating shortcomings in the current 
sys~e= ~hich allowed countries to d=ag out the process and 
to blcok judgments they did not like; and' 

.' 	 open a ::ialogue on trade and enviro::""'..::lent. 

This 	agree=e~~ will not 

• 	 impair ~~e effective enforcement of =.S. laws; 
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• li=i~ ~~= abil~ty of the United sta~es ~o 
environce~~al or health standards; or' 

set its own 

• ercje the sovereign~y of 
lalhs. 

the United S~a~es to pass its own 

The Cruguay R:::.:.nd aareement -Ilill create a ::1e\<I organization -- the 
World Trade cr;aniz~~ion'-- that ~ill suppor~ a fair global 
trading syste~ into the next cen~ury and repla~e the General 
Agreement on :!!.riffs 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 tave pledged that wew~ll open ~arkets 
multilaterally where possible and bilaterally where necessary. 
As a result of the Round we have made Sect~on 301 a more 
effective ~601 in the multilateral context~ We have improved 
existing trade rules, extended the rules to cover new.areas of 
trade, and strengthened the procedures to ~nforce the rules. In 
o~her words, ~e will be able to use sec~~on 301 to ensure that 
the multilateral rules are observed. For ~ssues not covered by 
the new rul,=s =.nd for countries not members of the WTO, there. 
will be no change i~ the way ~e resolve disputes; we will 
continue to use sec~ion 301 bilaterally. :n addition, ~e will 
not shrink frc~. using Title VII to combat ~nfair trade. 

Notwithstandir.~tre~endous international pressure to weaken 
antidumping ar.j countervailing duty laws in~he Uruguay Round, we 
were able to pres~rve the important' elements of U.S. practice. 
These laws will con~inue to be our most. ir-oortant and most 
effective response. to dumping and subsidie~ ~hat injure U~~. 
industries. 

As in the pas::. we -,<lill idemtify those "Crade barriers that have 
th~ mos~ sign~!ican~ impact on our exporters of goods and 
services and jevelop a strategy for addressi~g them. We intend 
to work closely·with Congress in implementing how we go after 
foreign trade ~arrier~ in bdth the bilateral and multilateral 
context. ~e are confident we have no shor::age of tool~. 

While the wor!j has benefitted enormously from the reduction of 
trade barriers and expansion of trade made possible.bythe GATT, 
the GATT rules were increasingly out of step w,ith the real world. 
They did nbt cover ~any areas of trade such as intellectual 
property and services; they did not provi~e ~eaningful rules for 
important aspects of trade such as agritulture; and they did not 
bring about: t:t:e pro;npt settlement of dispu~es. The old GATT 
rules also created unequal obligations among different countries, 
despite thE~fact that many of the ,countries "Chat were allowed to 
keep their narkets relatively closed were ar-ong the greatest 
beneficiaries of the s~stem~ 
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:!1e HTO \Vi:"! re:::..:.:.re :.hat all :::-.emoers ta.~·:e par:: ir: all major 
agreements of :.::e ~ound, elininating the :ree-rider problem. 
From agree~ents :~ ~=port :"icensin~ to ar:tidumping, all members 
cf the WTO, ~i:": ~elong to all of the ma:or inter~ational 
agreements. 

::he I-JTO will a1.s:::; require developing c01..:..:':"Cries an increasingly 
~~portant area _~ ~.s. trade -- to follc~ ::he .same rules as 
everyone else a:::ar a transition period. ~hey ~i1l no longer 
enjoy the fruits :f :.rade, ~ithout acce~:.ing responsibility and 
opening the:ir c-..-n nlarkets. . The H'TO wil2. !1ave a strengthened 
dispute settle~e~:: system, but ~ill allc~ us tc maintain our 
trade laws and s:::;7ereignty. 

The WTO plays t:: ::he str~ngths of our ec::nomy. For example: 

Market ACCf!SS. :je ~'jTO will reduce indl.:.str~al -::.ar iffs by over 
one third. On ax-;:or::s from the C. S. and -::';"e 'El;.ropean Community I 
::he reduct!on ~s :ver 50 percent. In a~ econo~y ~ncreasingly 
reliant on trade :pening narkets abroad 's absclutely essential 
::0 our ability :::: creat~ jobs and foster econo=ic growth here at 
home. Our nati~n's ~orkers are the most productive in the world 
and reduced tar~::s ~ill enable these wcrkers t6 compete ona 
nore level playir:~ field. 

Agriculture. C.S. farmers are the envy :::>f the >4orld, . but too 
often they were r:~t able to sell the prcducts of their hard labor 
abroad, be~ause ::;"e old GATT rules did ~ot effectively limit 
agr icultural tr;:c.e barriers. :1any countries have kept our 
farmers out. of ;:"~bal ~arkets by limiti~g imports and subsidizing 
exports. These same policies have raise~ prices :or consumers 
around thE~ vlor 2..:: .. -- ' 

'!'he Uruguay ROl.:.::.d agreements '...rill refor~ ,~ol ic:'es that distort 
::he Horldagric:;.: ::ura.l market and interr:ationa: trade in farm 
products. By c:;.r~i~g policies that dis::::rt trade., in particular 
export subsidies. the World Trade organization ~ill open up new 
trade opp6rtuni::~es for 'efficient and cc~petitive agricultural 
producers like ::::e Cnited states. 

services. The- ....-:rQ ·,.jill extend fair trade rules to a sector that 
encompasses'60% :f our economy and 70%cf our ~obs: services. 
Uruguay Round Fa~icipants agreed to ne. rules affecting around 
eighty areas 0= ::;"e economy such as advertising, law, accounting, 
information and computer services, environmental services, 
engineering and :::mrism. iVhen a company, :::lakes a product, it 
needs financing, ~dvertising, insurance. computer software, and 
so forth. Com~etition for these services is now global. We lead 
::he world ~n t::is sector ~ith ,~early $lEO billion in exports 
annually. The :';-:Q -..;ill implement new r..:les on trade in services, 
',lhich will ens~e our companies and wor}o:ers can compete fairly in 
the global market., While in certain key areas, such as 
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~elecommun a~~c~s and financial services, ~he ~.s. did not 

obtain the }::~j :~ ~arket access commitmen~s ~e ~ere seeking, ~e 


kept our 1 _ =y :.::-efusing ~o grant MF!: t::::-2?t:.::lent ~o our 

~rading par~~e:.::-s. and continued ~egotiatic~s. 


I 

Intellectual Property. Creativi~y and innova~~on is one of 

?merica's gre?~es~ st::::-engths. American films, :-,.usic, software 

and medical a~va~ces are prized around the glebe. The iobs of 

thousands of ~or~e:.::-s herein this country ~re ~ependent on the 


,ability to !sell ~hese products abroad. Royalt~es from patents, 
copyrights, a;.Q ~:.::-ade~arks are a growing source of foreign 
earnings to ~::'e -:. S. economy. 

The World Trade :raanization will administer ~~ternational rules 
to protect .~-:;,eri cans :::rom the global coum::.erfe.l.~ing of their 
creations and in~ovations. These are the areas which represent 
some of the ::ost :::.portant u.s. industries of ~he future. 
Stemming the ~~de :f counterfeiting works to ;:.::-otect,U.S. 
companies and '..;o:.::-kers, particularly as U.S. e:-:;:orts of 
intellectual ;rc;er~y goods increase annually. 

For example, :ur semiconductor industry is a =:.::-iving 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 ~raded internationally. 


The TRIPS agreemen~ is the first inf~rnationa: agr~ement that 

places stringent ::mits ,on thegran~'of patent:. ,compulsory 

licenses for ~his ::ritical technology. Under :-RIPs, this 

industry's paten~s and layout designs can not be used for 

commercial purposes without th~ per~ission- of~he patent or 

design owne:r. 


,In short, t:he :Jr.:g:.lay Round. agreements set the stage for free and 
fair trade :'n t:.~2 ~or:d~ and global prosperi~~ and partnership at 
th~ end of ~::':'s =e~tury and into the next. 

INDUSTRIAL MARKET ACCESS 

The United States achieved subst~ntially all =f its major 

objectives :n t~e :ndustrial goods market access negotiations. 

As a result, :ncieased market access opportun:'ties will be 

available to C.S. exporters of industrial'goods. 


Key provisions cf ~he market acces~ for goods agreement include: 

o 	 Expanded ~arket access for U.S. exporters through tariff 

reductions secured from countries which -epresent 

approx:'::ate:y 85 percent of world trade; 
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The elini~a~i=n o~ tariffs in ~ajor ind~st~ial =arke~s, and 
significa~~lyraduced or elininated tari~~s in =any 
developi~g ~arkats. in the following areas: 

Cons~=~=ti~n Eq~ipment 


Agric~:'~ural Eq'..lipment 

Medi~a: ~q~ipmen~ 


Steel 

Beer 

Disti::ed spirits 

Pharmacaut:'cals 

Paper 

Toys 

Furnit::re 


o 	 Deep cuts ran~ing'~rom 50 - 100 percen~ on important 

electronics iie~s (semiconductors, computer parts, 

semiconduc~or ::-,anu::acturing equipment) and on scientific 

equipmen~ ~y =ajor u.s. trading partners; and 


o 	 Harmonizat:.:.on c~ tariffs by ,developed and =ajor ::ieveloping 

countries .:.n the c~emic~l sec~or at ve~y l~~'rates (0, 5.5 

and 6.5 percen~). 


o 	 Vastly increased scope of bindings at reasonable levels fiom 
developing coun~ries, which ~ill ensure predictability and 
certainty ~or traders in determining the a=ount Of duty that 
will be assessed~ 

In general, ::1OS:: ':a:!:."iff reductions will be i=plenented in equal 
annual incremer:~s o·..er 5 years. Some tariffs, particularly in 
sectors where :::':J.t:'es· will fall to zero, such as phar::taceuticals, 
will be elimi::a..:.ed ',·;hen the agreement enters into force. Other 
tariffs, par~:'=:J.lar!y :'n sensitive sectors, 'inc::J.ding some 
sensitive sec':=:!:."s ~cr ':he United States, w{l: te phased-in over a 
period of up t: ten years. , ­

As part of the ~nited States offer, many non-ce~troversial duty 
'suspensions :'~':rodueed in the 102nd Congress, as ~ell as many 
introduced in ::;"e 103rd Congress, "Nere made per=.anen:~. 
Implementation of these reductions will occur en lentry into force 
of the Agree:I!!er.~. 

We still have 50me ~nfinished bu~iness to address including 
finalizing oui nego~ia~ionswith Japan. The Japanese offers do 
not respond ~o U.S. requests for Japan's par~icipation in duty­
elimination init:ia~ives for wood, ~hite ~pirits and topper, or 
substantial red:J.c::icns in leather and f60twear and certain 
chemicals. Si=ilar~YI ~ork is still required ~o complete market 
access negot~a':ions ~i~h certain developing co~~~ries where we 
will continue ~o press ::or reduction in areas s~ch as textiles 
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and adherence ~= ~~e :~emical har~oniza~idn ;~=?osa~ agreed by 

most of our =a:=~ ~~aiing partners. 


The schedule ~~~ ~_~a:izing the results of t~e ~arket access 
nego~iations re~~:~es ~overnments to submit ~~aft :~nal.schedules 
on or befor'e re::::::-":3.r:; is 1994 , and final scheduies by March 31 tI 

1994. A prc=ess :~ ~arification and rectifica~ion ~s ~equired. 
Additionall:; ~::e -.::;:.~ed states is encouraging other partners 
that have n;~ ~e~ ~o~e so to improve existing effers to match the 
U.s. contritut:'=~. 

AGRICULTURE: 

The, Uruguay~ot:..::::' agreement on agriculture s\:::'engthens long-term 
rules for aaric~:~~ra: trade and assures the ~edu2tion of 
specific p6iic~es ~ha= distort agricultural -:.~ade. U.s. 
agricultura.i e>.:;:=:--:.s ",;ill benefit significan~::'::' frc~ the 
reductions :'n e~::n: :ubsid and the marke~ :peni::lgs provided 
by the agri=~l~~~a a;:-eement. 

The United sta~es ~as successful in its effor~ to develop 
meaningful rules ::.nd explicit reduction commi~::ents in each area 
of the negotiat::':~s: export subsidies, domest:.:c subsidies and 
.market aCCE~SS. =:lr ~~e first time, agricultural export subsidies 
and trade-distc:::-::.ng :iomesticfarm subsidies are subject to 
explicit multi:"a":ara2. discipl~nes ,,§iPS'!'. nn,lst b~ .bqur.d and reduced . 
In the area of ::a=k.et: access, the uriit:ed'stateswas successful. in 
achieving 1:he ;r:....--:ci;::e of comprehensive tari::icat:ion which will 
lead to th~ re=c~31 :: import quotas and ~ll o~her ::lon-tariff 
import barriers. ~nder tariffi~ation, proteci::on ;:rovided by 
non-tariff :':npcr: :::ia~:-iers is replaced by a tariff and minimum or 
current access =:::;ni~~ents are required. For =he :irst time, all 
agricultural tar:::s including the new tarif:i resulting from 
tarifficaticn) a:-e ~=~nd and reduced. ' 

Reduction comm:'~:::ent:s will be phased in during 6 years for 
developed (:oun::r:.es :'::ld 10 years. for' developing countries. 
Budgetary outlays for export subsidies must be reduced by 3~ 
percent and quar.~:'ties exported with export subsidies cut by 21 
percent froD a :;36-~a base period. Non-tari:: import barriers 
such as variable :ev:es, import bans, voluntary export restraints 
and import quo,,::::;. are sUbject to the tariffication requirement. 
For products s~b:ect -:'0 tariffication, curren\: access 

. opportunities =us~l:e maintained and minimum access commitments 
may be required. Ex:'sting tariffs and new tariffs resulting from 
tariffication ~:.:: te reduced by 36 percent on average (24 
percent for deve:~pi~q countries) with a minimum reduction of 15 
percent for ea=~ ~ar:.:f line item (10 percent for developing 
countries). ~:: =ar:':fs will be bound. 
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~rade-dis~or~ing ~~~er~:~ farm supports ~ust be reduced by 20 
percent from 1986-~S base period levels, allowing credit for farm 
support redu.ctions ~nder~~ken since 1986. Direct paywents that 
are linked to prod~c~ic~-~imiting progra~s will not be subject to 
the. reduc~ion comml.i:::er:::. :.f certain conditions are met:. Domestic 
support programs ~eet:i~~ :riteria desig~edto insure ::.hat the 
programs have no cr =i~:=3l trade distor"Cing or produc::.ion 
effects ("green boxll;:~s:J are exempted ::rom reduction 
commitments. Due::.o t~e ~arm support reductions con~ained in the 
1985 and 1990 Fare 3il:s. the United Sta~es has already met the 
20 percen~require~ent: a~j will not need to make additional 
changes to farm progra::s ::'0 comply with ::.he Uruguay Round 
commitment:s. 

Internal support neasures and export subsidies that fully conform 
to reductio:h commitments 3nd other criteria will not be subject 
to challenga for riine ~ears. However, subsidized imports will 
continue ~o be subject ::.:. U.S. countervailing duty proeedures, 
except for domest:::: su;:;::::rt meeting the "green box" criteria, 
~~hich will be execpt: ----countervailing duty actions :or nine 
years. 

TEXTILES Mm CLOTHING. 

The textile and appar~: sector has always been a critical one in 
this Round. From -.:he -:ery beginning of the negotiations at Punta 
Del Este, the dev~lopi~cr countries have linked their willingness 
to iccept disciplines ~; services and i~~~llectual property, as 
well as further market :~ening, on the achievement of ~he phase­
out of the Multifiber _=-...rrangE:ment (MFA). The MFA has governed 
trade in tE:xtiles and :::2.ct:hing for the ~ast 20 y~rs. 

The Administration, ~o~e~er, was equally insistent on :1ve key 
goals: 1) that the chase-out occur in a gradual manner that would 
permit our industry-::.o adjust 6ver time ::'0 the changes in the 
trading system; 2). "Cha~ ~oreign markets be opened to c~S~ textile 
and clothing export:s f:r -.:he benefit of U.S. workers; 3) that the 
U.S. retain control :Jver Nhich products Nould be integrated into 
the GATT at each s~age :::~ the phase-out period; 4» that strong 
safeguards be included !~ order to provide pr6tection in the 
.event of damaging surges in imports during the phase-out period; 
and 5} that in light c:: ~he phase-out of the MFA, that: tariff 
cuts in this secter be ~eld to a minimu~. 

We believe we have done ~ery well in achieving those goals. 
While some in the sec::.:::r had favored a :S-year phase-out of the 
MFA, we believe the ie-year period and ::.he manner in ~hich the 
phase-out in struc-cured ~..ill give us ample tools to ensure a 
smooth trcmsi tion. ~jc _i:nitations were placed on our right to 
make our own decisionsab6ut which products would be integrated 
at any given stage of ::.~e phase~out. This will ensure that the 
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Administration can ~ake ~~~o account ~he sensiti~i~y -- any given 
item in determining ~he~ =~o~as would be removed ~ro~ ~ia~ 
product in order to inta~;ate i~ into the GATT. 

:ri addition, the agree~en~ includes strong safeguards ~ia~ ~ill 

allow us to take action a~ainst any import surges tha~ ~ight 


occur during the phase-~~~ period. 


In the area of tariffs, -- recognition of the fact tr.at the MFA 
Nill be phased out, the ~dministration resisted ~C de=ands to cut 
all our peak tariffs by 5G%. In fact, whil~ the average U.S. 
tari,ff cut on all indus~=:'al items is 34 percent, the ":.S. offer 
reduces textile and clo~~:'ng tariffs by less than 12 ;ercent 
overall. Particularly se~sitive products received an even lower 

. cut. 

\ve also foug'ht hard for ::::c::nmi tments to open markets a:!:road for 
U.S. textile and appare: ;:roducts. Hhile we mad~ ver.:· 
substantial progress ~n =;:ening markets in:most ::::ount=ies, Ne 
refused to close on ina:iec;:uate offers -- notably ':.hose :;)f India 
and Pakis~an-- and are ~c=king vigorously to s~c~re i=proved 
offers from these and c~her countries. He also ensured that hon­
WTO members, such as China, ~ould not receive the benefit of the 
MFA phaseout: until ':.hey l:ecorne members of the WTO. 

SAFEGUARDS 

The Safeguards agreenen~ ~ncorporates many concepts :=~g included 
in' U. S. law -- Section :2 a:. of the Trade Act of 19_14 -- ensuring 
that all countries ~ill ~se comparable rul~s and procedures when 
taking safeguard actions. The agreement provides for suspending 
the automatic right ':.0 =e~aliate for the first t~ree ;ears of a 
safeguard ~easure; ~hus ;:=oviding an incentive f:Jr c::::~~~ries to 
use WTO safeguard =ule~ ~hen import-related, serious i~jury 
problems occur. 

ANTIDUMPING 

The U.S. objecti'ves in ~he uruguay Round antidumping~egotiations 
were to improve transparency and due process in antidunping . 
proceedings, develop disc:plines on diversionary dumping, and 
ensure that. the antidUI:.ping rules continue, to provide an 
effective tool to conbat ~njurious dumping. The Agree=ent 
substantially achieves ~hese objective$. 

In preparation for ~he ~i~al Uruguay Round nego~iati::::ns, ~embers 
of Congress and U.S. industries identified several is~ues that 
would to have to be addressed to make the so-called =~nkel Draft 
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~ntidumping Agree=en~ ~c~ep~aDle to the united sta~es, ~ncluding: 
3~andard of review, =n~i-=~rcumvention, sunset, unicn ~nd 
e:nployee standing, =nd' c·...:.=.ula-cion. As of December :., ,:"993, there 
~as neither any s~ppcr~ ~=r c.s. proposals to improve ~~e Dunkel 
:raft nor ahy set ~rcced~re for consideration of s~ch ;roposals 
=~her 	than the asser~~~n ~~at changes would be made c~:y by 
=onsensus -- a vir~ual:y ~~possible condition. 

~iven these circu=s~ances, it is remarkable that C.S. ~egotiators 
~ere able to achieve sig~ificant results in,each of ~he areas 
~dentified a~ requiring ~~ange. The fuost'i~portan-c changes - ­
~nd those that made ~he ~in~l agreement acceptable ~o~he United 
States -- include: 

~ 	 Addition of an exo~~cit standard of review tha~ ~,ill make 
it more dif:icul~-~or dispute settlement panels ~o second­
guess u.s. cn-cid~m~~ng determinations; 

= 	 Removal of ~he an-c~-circumvention provision ~nlC~ ~ould 
have weakened ex~s~~~g c.s. anti-circumvention l=~; 

~ 	 Modification of a =~gid sunset provision tha~ ~ould have 

requi.red near-au~or:.atic termination of antidumpi~g orders 

after five years; 


Addition of ~xpress authorization for the lTC's practicing 
of "c::umulating" ~mports from different countries in 
determining injury -:'0 a domestic industry; 

Improvements in ~he standing provisions that pro~ect the 
rights of unions a~~ workers to file and support 
antidumping ~eti~ic:1s and that clarify the.....degree cf 
support req~ired fcr initiating an investiga~ion. 

:n addition to these cha~ges, there are other impor~an~ aspects 
=f the final Antiiu:ping ~greement that make it a good agreement 
~or the United stc-ces. :ne such aspect is the transparency and 
due proceSs requirenen-cs proposed by the United sta-ces at the 
~eginning of the ~ruguay ~ound and accepted in their en-cirety. 
?or example, the .:"greeme!1t requires investigating authorities to 
provide public no~ice and written explanation~ of their actions. 
These new requirenents s~ould benefit u~s. exporters cy improving 
~he fairn~ss of other co~ntries' antidumping regi~es. 

~he Agreen1ent also. incorporates important aspects of c. s. 
antidumping practice not previously recognized under the 1979 
Antidumping Code. These :undamental aspe~ts of u.s. antidumping 
practice are now :'::unune :rom GATT challenge. For exar:.ple, the 
agreement expressly authorizes the International .~rade 
:ommissioJl' s "cu~ula-c~on practice of collectivel::· assessingII 

injury due to impor-cs fron several different countries and the 
Jepartment of Com.-:!erce' s practice of disregarding belc.... costs 
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sales, if ~hey are su=s~an~~31, in deter~ining air ~al~e f::r 
export sales. 

~~e Antidu=ping Ag=ee=e~~ ~lll =equire some changes :n exis~ing 
~"s. antid~~ping la~. -~ese changes, however, ~ill ~o~ 
:eopardize our abi:i~y ~o co~ba~ unfair trade practioes. Many of 
~hese changes are ~~e =esul~ of the much greater de~ail in ~he 
~ew Agreement concerni~; the me~hodology inves~igati~g 
au~horities may apFly i~ co~duc~ing antidumpin~ inves~i;a~icns. 
~hese methodological =efini~ions 'will add valued predic~ability 
t:o all an~idumping ?rac~ices and protect confor::ling ":. S . 
practices ::rom GAT: challenge. 

SUBSIDIES AND COUNTER~LING MEASURES 

The Subsidies agree~ent: establishes clearer rules and s~ronger 
disciplines in the su~s:dies area while also making =er~ain 
subsidies ~on-acti=nable, provijed they are subJect: ~o ~=nditi6ns 
~esigned to limit ~ s~==~ing ef::ects. The Agreement: crea~es 
~hree categories cf s~:C5idies a:1d remedies,: (1) prohibi~ed 
subsidies; (2) per=issi~le subsidies which are acticna:Cle I:: they 
cause adverse trade effec~s; and (3) permissible sul:sidies -...-hich 
are non-act:ionable if ~~ey are structured according ~o criteria 
intended to limit ~heir potential for distortion. 

The Agreement prohibits ~xport subsidies, includ~ngde f~cto 
export subsidies, and s~bsidies contingent upon the ~se of local 
content. It also estal::ishes. a pre~u~ption of serious prejudice 
in situations where the ~otal ad valorem subsidization of a 
prodUct ex~eeds 5 Ferce~t, cr wrien. subsidies are prc~ided for 
d~bt forgiveness or to :over operating 16sses. 

Subject to specifl.:, li=iti~g c::-iteria, the Agreeme~~ :::-.akes three 
~ypes of subsidies non-acticnable. Government assist:ance for 
regional dE~velopme~~ is non-actionable to the exten~ tr.a~ the 
assistance is prov:ded ·... ith.:.n regions that are deter::lir:.ed to be 
disadvantaqed on t::'e :,asis of neutral and objec~ive cri~eria and 
the assistimce is ::ot -:arge~ed 'to a specific industrJ cr group of 
recipients within eligible =egions. Finally, goverr.:nent: 
assistance to meet environmental requirements is non-ac~ionable 
t:o the extent that it is li~ited to a one-time ~eastire equivalent 
to 20 perc!:nt oft!le cests of adapting existing facilities to new 
standards and does not :over any manufact~ring oost savings which 
~ay be achieved. 

Government assista~ce :'Jr i~dustrial research and development is 
non-action'::lble if ~he assistance for "industrial resear::h" is 
limited to 75 percent cf eligible research costs and tr.e 
assistance for "pre-c=::?eti~ive development activity" -:hrough 
the creation of the first, non-commercial prototype) is limited 
to 50 percent of e:igil:le costs.· We successfully negotiated 
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=~anges to the original ~i: =~:~e~ia so that ~~ey prc~:ded 
;~o~ection to our ~e=~nolcgy prog~acs while 5~sur ng 
:..:-.a~ other countries cam:::. ;-:'/i::1e developmen~ or pr::iuc~ on 
s~pport. The Administra~_:~· :~~ends ~o scru~~nize 5~r:c~:~ all 
=~ai~sof ent~tlement by ::.~e~ =cun~ries to protec~ic~ under ~his 
;~ovision. We also inte~~ :.= ~se ~he review of the ;r~vislon 
~~ich will occur 18 mon~~5 a~:.er !=ple~entation of the Uruguay 
~~und agreemen~ to ensure :.~e ;rcvision has ~ot been a~used. We 
are convinc~d that under :.~is ;rovision the enited Sta:.es ~ill be 
::':::Jle to cont:i:lUe to coope!"a~e ",iith industry to develop, the 
~echnologies of tomorrow ~:t~:~~ :.he threat of counter~ai!!ng 
~~ty actiona, ~hile ensur:~g ~~at o~her countries can~~t provide 
~evelopment or production 5llcs:dies free from such ac:.:ons. 

=~th, the nOll';"actionable s-..:.bsi:::'~· provisions and the prc'/isions 
establishinqJ a rebuttable ?res:lmption of serious prejt:::iice will 
.;xpire automatically 5 yea~s ::.~ter the entry into force of the 
a~reement, unless it is de=i:::'e:::' to continue them in c~rren~ or 
::::Jdif ied fol:"m. 

:je Agreemeht also makes :=u~~ervailing duty rules Dore precise, 
and in many cases reflects c.~. practice and =eth6dolc~ies. For 
example, for the first t~:::e, ;~TT rules will explicit:; !"ecognize 
".: . S. "benefit-to-the-reci::ier:::''' s~andard. In additio~, the 
.:'.greement ilnposes multilat:era: subsidy disciplines on jeveloping 
c:Juntries. Although subject :.~ certain derogations, a framework 
:-.as been est.ablished for :.he ~adual elimination of export 
subsidies and local conte~~ s~~sidies ~aintained by developing 
:ountries. ' 

TRADE-RELATED INVESTMENTY~SCRES 

:~e TRIMS Agreement prohi~!~s :oca1 content and trade jalancing 
~equirements. This proh':'~i~::n will apply whether :'~5 measures 
are ~andatory ,or are requ:~ed :n return for an incen~!?e. A 
:.ransition period of 5 years ~:ll be given developing =oun~ries 
:.~ eliminate exist':'ng prc~ib':'~ed ~easures, bu~ only':'! they 
~:Jtify the GATT regarding eac~ specific measure., Onl~ a ~~o­
~ear transition is proVided !:r developed countries. 

~:ot later than 5 years af:.er entry into force of the ~·;-ro 
.~greement there will be a re'::ew of the operation of :.!1e 
.~greement., As part of th':'s review, the WTO Council fcr Trade in 
~oods will consider whether t~e hgreement should be complimented 
~ith provisions on invest:::ent policy and competition ~olicy. 

, . , 

:here are four agreements =o':ering customs-related r::.atters. The 
Import Licensing Agreemen~ :::ore precisely defines aut:matic and 
~::>n-automatic licensing. :::'e ::.greement will ;;elp ens:.:re ~hat 
~here countries continue ~~ =aintain ~~port :icensing regices, 
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~~e procedures required ~: :b~a:~ a license are ~6 =ore 
=~rdensome than necessary. 

":e~ provisions ~n the Custc~s 7aluation Agreement wil: ~!cil~~ate 
~E~eloping countries' ad~erence ~o the Code, and the ~~soute 
se=tlement provisions of =~e C:de have been aligned ~l~n'~he 
~:~gher integrated dispute se~~:ement provisions. 

:'he Preshiplnent Inspection Agreement requir:es count:ries -,;hich use 
;re-shipment inspection c~=pa~~es to supplement or :replace 
=a~ional customs services ~~ e~sure that the activities of PSI 
::~panies will be carried:ut on a no~-discriminatory basis for 
all exportei~s; that quam:.:7.y a:1d quality inspections are in 
ac:ordance with internatio~al standards; that inspection 
:?erations will be perfor=ed :.~ a transparent manner and 
ex?orters will be immediately :nformed of all procedural 
requirements necessary to cbtain a clean report of findings; and 
~~at unreasonable delays ~e w~:: avoided in the inspection 
;rocess. In addition, t~e Agreement establishes an i~¢ependent, 
=':'~ding review procedure ~: e:~edite the resolution of ;:rievances 
:= disputes that cannot ~e :resolved bilaterally. These :hanges 
.=~ould. ensure that the ac~':'-Ii:::es of PSI companies do ~o7.· impede 
:r place undue burdens on ~.s. exporters. 

:he Rules o:f origin Agreement establishes a three-year ·,.;ork 
;:rogram to harmonize rules of origin among WTO Members. The 
.:,.greement also establishes a .C::n:uni1:teE:. which i~. tp :Nork ',.;1th a 
.::Jstoms Cooperation Counc':': Te::hnicaF'Comriirttee to develop 
::etailed deE initions on ·...·h:ch ~o base these harnonized :r'J.les of 
:rigin.· During the trarisitio~ ?eriod, criteria used to establish 
::::-igin muSt precisely and spe~i~ical1y define the requirements to 
.:::e met. These rules of cr::'gi= are not to be used.-to ::"~fluence 
~:rade or to create distor::':'ons or restrictions of trade. In 
addition, countries are required to publish changes to ::heir 
r~les of origin at least s:xt? iays before such changes :ome :nto 
::ect. 

TECHNICAL BARRIERS 'I'd TRADE 
, 

:::e Agreement on Technical 8a::::-riers to Trade improves ::he rules 
respecting" standards and ::ech~ical regulaiions. In particular, 
~!:e agreement provides that s::andards, technical regulations .and 
:cnformity assessment prccedures (e.g., testing, inspection, 
oertification, quality s¥stem ~egistration, and other procedures 
".,:sed to determine confor=ance"::o a technical regulation or 
standard) are not discri=inat:;ry or otherw:ise used by governnents 
~: create unnecessary obstacles to trade .. The Agreement improves 
iisciplines concerning t~e acceptance of results of conformity 
assessment procedures by anot::er country and enhances the ability 
:f a foreign-based laboratory or firm to ~ain recognition under 
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sys-:em registration scheme. ~he ~greement includes a process ~=r 
~he exchan~e of informatio~, ':"nol~ding th~ ability to ~ommen-: en 
prc;osed standards-related ~easures ~ade by other WTO Members and 
a =sn~=al point of contact for rc~~ine requests for informa~~~n. 
on sxis~ing requirements. Furthetmore, unlike the existing ~3T 
Code every country that is a Memb.er of the new WTO will be 
req~ired t6 implemerit the new TBT Agree~ent. 

The new TBt Agreement ensures tha~.each cduntry has the righ~ ~o 
es~a.blish <ind maintain standards and technical regulations a:: i-:s 
chosen lev(~lof protection for hU::lan ,animal and plant life and 
hea':"th.and Cif the environment, and for prevention against 
deceptlve practices. The Agreement generally encourages the ~se 
by ~overnmEmts of international s~andaids,~ when possible a'na . 

. appropriatE~. .At the same time it provides that each country· ~ay 
de~ermine its appropriate level c~ 'protection and ensures tha~ 
the encouragement to use in~erna~':"onal standards will no~ result 
in jownward harmonization. 

. . 

SANITARY Al!iD PRYTOSANITARY MEASURES 

The Agreeml~nt on the Application of Sanitary and Phytosani ta:::-y 
("SiP") Measures will guard against the use of unjustified S.iP 
measures to keep out U~S. agricultural exports. S&P, measures' are 
la''';s, regulations and other neasures aimed at protecting human, 
ani::lal and plant life and health' ::rom riSKS of plant~ and animal 
borne pests and diseases, and additives .and contaminants in'::oods 
and feedstuffs. They include aw{de range;6f measures such as 
quaran~.ine requirements and procedures for approval of food 
add.:..tives or for the establishmen~ of pesticide tolerances. The 
S&? agreement is designed 'to dis"Cinguish legi timateS&P meaS~..lres 
frc~ trade protectionist measures. For example, S&P measures 
mus,,: I:::e based on scientific principles an<;i not maintained wi-:hout 
suf~icient scientific evidence and ~ust be based on an assessnent 
of -:he ri~k to health, appropriate 'to the, circumstances. 

The S&P ag,reement safeguards U.S. animal and plant health 
measures and food' safety requ-irer::ents. The agreement clearly 
recognizes and acknowledges,the sovereign. right of each 
government to establish the level o,f protection of human, animal 
and plant life and health deemed appropriate by that government. 
Fur"Chermore, the United States has a long history of basing its 
S&P measures on scientific principles and risk assessment. 

In order to facilitate trade, the S£P agr~ement generally 
requires the use of international standards as a basis. for S.iP 
measures. However, each government remains free to adopt an S&P 
measure more stringent ~han ~he relevant intern~tional standard 
where the government deter.:nines "Chat the international standard 
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ioes ~ot ;rovide the level of ;rc~ecti=n that the government 
s ::.p;::ropJ::" iate. 

~eca~se ~~ere.may cften be a range of 3&P measures available to 
ach~eve ~~e same level of protect~~n, ~he agreement provides fer 
an ~=port~ng member to treat anot~er cember's S&P measure as 
equ~~alen~ to its own if the expo=~ing ~ember shows that its 
::-.eas~res achieve the importing ::te=ber's level of protection. -:he 
agree::-.ent also provides for adapt~~g SiP measures to the sanitary 
or ;::hytosanitary characteristics =f a =egion, in particular 
cal:!ng for recognition of pest c= disease free areas and areas 
or _ow pest or disease prev~lence. For example,. if an exporting 
meml:er·can assure an importing. ::ne=-i:>er ~hat a particular area or 
region is free of pests or diseases of concern to the importing 
member, ~he e~porting member shou:d be able· to trade from that 
area. 

Fina:ly, ~here are provisions ~or ~ranspareriby ofS&P measures, 
inc:~ding public notice and conme~~ and the maintenance of 
inqu.:'ry ;::oints where informati~n :=.bout S&P measures can be 
obta:'r.ed. 

In the final days of the negotiat~ons, the United states was able 
to cbtain several improv~ments in .~he 5&P agreement to respond to 
environmental concerns. The orig!nal S~P text 
provided ~hat S&P measures must " ... no~ be ~aintained against 
available scientific evidence." -:his :'anguagewas unclear and 
did ~ot take account of the fact ~hat ~here is .often. conflicting 
scientific evidence. This sec~io~ of ~he Agreement was changed 
to " ... not maintained. without suf::ici.ent scientific evidence, 
exce;>t as provided in paragraph 22." ?arag,raph 22 allows a 
meml:er to provisionally adopt S~P ::ieas~res on the basis of 
ava:'2.able pertinent information w~ere ~here: is insuff icient 
rele7ant scientific evidence. 

To c'::'ari':y that there no "downwar:: har::lonization" of S&P measures 
is required under the agreement, ~he C.S. obtained an explanatory 
foo~:1ote ~O paragraph 11, -N'hich p=ovides that a "scientific 
justification" is one basis for i:1troducing or maintaining a 
measure =ore stringent than the relevant international standard. 
The footnote explains that "there is a scientific justification 
if, on the basis .ofan examinatic~ and evaluation of available 
scientific information ... , a Member determines that the relevant 
international standards, ... a~e :1ot sufficient to achieve its· 
appropriate level of pr,otection." 

The ~nited States also succeeded !n ol:taining changes to the 
original S&p text requirementtha1:. members "ensure that ... 
~easures are the least restrictive to trade, taking into account 
tec:::1ica: and economic feasibilit::-." :'his language was unclear 
and =ould be given an. overly narrow, unreasonable interpretation.· 
The revised language requires that members ensure· that their S&P 
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meas~res Ere "~6~ more tra~e restr:=~:ve th~n required to achieve 
their appropr~ate level of protec~:=~. taking into account 
tech~:~al and economic feasibility." In addition, a footnote was 
inser~ed =lar~fying that a measure ~s not =ore trade restrictive 
than required ~nless there isano~~e= ~eas~re, reasonably 
avai:able tak~ng in~o account tech~:=al and economic feasibility, 
that :cl'"lieves the appropriate leve:!. :::E protection and is 
sign:!!=an~ly less restrictive to ~rade. ~hese two changes make 
it c:ear that a member is not requ~red to adopt unreasonable S&P 
meas~res or to change a measure base~ on in~ignificant trade 
effec~s. 

SERVICES 

The ~eneral .Agreement on Trade in services (GATS) is the first 
mult:'':'a~eral, legally enforceable agreement covering trade and 
invest=en~ in ~he services sectors. ~he GATS also provides a 
spec:'~ic legal basis for future nego~iations aimed at eliminating 
barr:ers ~hat ::liscriminate against. ==reignservices providers and 
deny~hem market access. The princi;:al elements of the GATS ' 
frame~ork agreement include most-favcred-nation (MFN) treatment, 
.naticnal ~rea~ment, market access, ~=ansparency arid the free flow 
of payments and transfers. The rules embodied in the framework 
are augmented by sectoral annexes dealing ~ith issues affecting 
finaccial service~, movement of personnel, enhanced 
telecommunications services and avia~ion services. 

comp:emen~ing the framework rules anciannexes are b'inding 
commitments to market access and nat~onal treatment in services 
sectcrs that countries schedule asa result of bilateral 
negotia~ions. In order to fulfill t~e market access and national 
trea':::Ient provisions of the GATS,ea=h government has submitted a 
schedule of market access commitme~ts in services which will 
beco=e ef:ective upon entry into f:;r=eof the GATS. Coun~ries 
are also permitted to take one-tir.-.e :::xemptions from the nost­
favored-na~ion prOVision in the GATS. Schedules of commitments 
incl~de horizontal measures such as =ommit::lents regarding 
move=ent of personnel and service pr:::viders. The schedules also 
incL:.de comm'i tments in specific sec'C:::rs, such as: professionai 
serv:i.ces (accounting, ,architecture, enginee'ring), other business 
serv:'ces (computer services, rental 3.nd leasing, advertising, 
market research, consulting, securit? services), communications 
(value-added telecommunications, cou:::::-iers, audio-visual . 
services), construction, distributicn (wholesale and retail 
trade, franchising), educational ser.rices I environmental 
serv~ces, financial services (bankin?, securities, insurance), 
heal-;h services and tourism services. Mari.time and civil 
avia~ion commitments were also schec:.lled by' a small number of 
coun~r':es~ 
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The ~~:S =~~tainsa strong national treat~ent prov ion that 
req~_r=s : ::ountry to accord to services and services suppliers 
of c~~=r ==~ntries treatnent no less f~vorable than that 9ccorded 
to i. ~S::'",-:-: services and services suppl':"ers. It specifically 
req~_r=s ~~:s countries to ensure ~hat ~heir laws and regulations 
do ~=~ ~~:t competitive conditions in ~~e domestic market against 
fore~~~ :':"r=s in services sectors :isted in its schedule of 
comr:.:..~=er"~s. 

The ~~:S also includes a market access orovision which 
incor~~rates disciplines on six types ~f discriminatory measures 
that *~vern~ents frequently impose to :imit competition or new 
entry :..n ~heir markets. These laws and regulations -- such as 
restr':'::t:"ons on the number of firms al:"owed in the market, 
econ==:..c "needs tests" and mandatory lccal incorporation rules 
are :::~e~ used to bar or restrict ~arket access by foreign firms. 
A cc~~~ry =ust either eliminate these :::arriers in any sector that 
it ~:::~ces in its schedule of cor~itnents or negotiate with its 
trad':"~~ ;ar~ners for their limited retention. 

For serv:..::es companies ",.;ho benefit· fro::::l sectoral commitments, the 
frarne~ork also guarantees the free floN of current payments and 
transfers: The provision on transpare~cy requires prompt 
publ:"cat':"on of all relevant measures c~vered by the agreement. 
Subjec~ ~o negotiations, specific laws or regulatory practices 
may ::e exempted from MFN treatment, by listing them in an annex 
prov~ded :or that purpose. This wechanism allows countries to 
preser:e ~heir ability to use unilateral measures as a means of ' 
encc~raging trade liberalization. 

Give~ ~he breadth and complexity of the services sector, the GATS 
prov:'C:es -"or the progressive liberalization o,f t~ade in services. 
Successi":e negotiations nay be commenced at five-year intervals 
to a::::w ~~provements in market access and national treatment 
com~:' ts and to alloN liberalization of MFN exemptions. The 
GATS a_sc sets out terns for the ~egot':"ation of several framework 
provisio~s Nhich currently contain no sUbstantive disciplines 
such as subsidies, government procurement, and emergency 
saf actions. In addition, ~inis~erial Decisions related to 
the ~;'TS establish work programs in several areas such as trade 
and ~~e environment, basic telephone services, maritime transport 
~er"::"ces and reduction of barriers to ~rade in professional 
serv::'ces. ~10reover, while there ';Yere :10 commitments from the. 
Eurcpean ~nion on audio-visual, the sector is fully covered by 
GATS and ~he Administration will aggressi~ely pursue the 
interests of this industry through a vari~ty of channels. 

TRADE-RELA'!'ED INTELLECTUAL PROPERTY RIGHTS 

Trade :"n ~.S. goods and services protected by intellectual 
pro;::e~y rights reflects a consistent ~rade surplus. For 
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example, :.5. copyright industries--~ovies, computer software, 
and sound rec8rdi~;s--are consisten~ly ~op U.S. export earners. 
U.S. se~lcond~c~or5 are found in the computers and appliances we 
all use each jay. -.;. S. pharmaceutical companies are among the 
most inr.ovat:.: ":e, a::d our exports of these important products have 
been grcNinq. strangthened protection of intellectual property 
right:s and er.rorce=ent of those rights as provided in the TRIPs 
agreemen~ Ni:: enr.ance U.S. competitiveness, encourage creative 
activity, and expa::d exports and the number of jobs. 

The TRIPs agreemen~ establishes, for the first time, detailed 
multilaterai obliga~ions to provide. and enforce intellectual 
property righ~s. :he Agreement obligates all Members to provide 
strongprot~c~ion ':n the areas of copyrights and related rights, 
patents, tra¢emarks, trade secrets, industrial designs, 
ge6graphic indicat':ons and layo~t designs tor integrated 
circuits. 

In the area cf copyrights the text resolves some key trade 

problems for :.S. software, motion picture and recording 

interes~s by: 


o 	 pro~ect.i!1g c:::;=puter programs as Ii tera,ry \vorks and databases 
as compilatio::s; 

o 	 granting owners of computer programs and sound recordings 
the right to authorize br prohibit the rental of their, 
product:s; .~ -"" 

o 	 establishing a term of 50 years .for the protection of sotind 

recordings as "tIell as requiring~Members to provide 

pro~ectionfor existing sound recordings; an~ 


o 	 setting a mi~:mum term of 50 years for the protection of 

rno~ionpicturas and other works where companies may be the 

au~hor. 


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

a 	 product and ~rocess patents f6r virtually all types of 

inventi6ns, ':::cluding pharmaceuticals and agricultural 

chemic2l1s; 


o 	 meaningful li~itations on the ability to impose compulsory 

licensing, par~ic~larly on semiconduc~or technology; and' 


o 	' a pa~en~ ter= of 20 year~ from the dat~ the application 

filed . 


.As for tradc!marks, the Agreement: 
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o requ:.:::-es ::racienark: protection for ser-fice mar}:s; 

o enha~=es ~ro~ec~ion for international:y ~ell-~nown marks; 

o prch~bi~s ::he ~andatory linking oft:::-adenarks; and 

o proh~bits ::he =ompulsory licensing of ,m~rks. 

The Agreebefit also' provides rules for the first ~ultilaterally 
agr~edstandards for protecting trade secrets, and impro~ed 
protection ~or layout designs for integra~~dcircuits. 
Provisions 6n pro~ection for geographic i~~ications and 
industrial designs are consistent with U.S. law and regulations. 

Most importantly, countries are then obligated to provide 
effective enforcecent of these standards, including meeting due 
process requirements and providing the re~edies required to' stop 
and preven~ piracy. 

While the ::ransit~on period for developing countries ~s too lohg 
~nd we cUSt still ~orkto ensure that U.s.' sound recording and 
motion pic~ure producers and performers receive national 
treatmen~ and obtain the benefits that flc',o/ from' their products, 

, 	 the TRIPs ~~reement is a major step forward in guaranteeing that 
all countries provide intellectual proper::y protection and deny 
pirates safe havens. ' 

DISPUTE SET,TLEMENT 

The Dispute Settlement Understanding (DSU: creates new procedures 
for settl.ement of disputes arising. under:ny of t,.he Uruguay Round 
agreemen~s. The new system is a significant improvement on the 
existing practice. In short, it will wor~ and it ~ill work fast. 

The process will ~e subject to strict tim~ limits for each step. 
There is a guaranteed right to a panel. ?anel reports will be 
adopted unless there is a consensus to rej~ct the ieportand a 
country can request appellate review of t~e legal aspects of a 
report. The dispu~e settlement process can be completed within 16 
months from the request for consultations even if there is a~ 
appeal. ?ublic access to information abo:lt disputes is also 
increased. 

After a panel report is adopted, ttiere will be time limits on 
when a Menber ~ust bring its laws, regula~ions or practice into 
conformity with panel rulings and recomme~dations, 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 ;;e:riod of "::.ime. ' 
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The automatic'~ature of the new procedures will vastly i~prove 
theenforcerne~~ of t~e substantive provisions in each of the 
agreements. Xembers ~ill not be able to block the adoption of 
panel reports. ~embers will have to implement obligations 
promptly and ~~e Gni~ed States ~ill be ~bl~ 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 ~ariffs may be authorized even if there is a 
violation of ~he TRIPS or Services agreements. 

The DSU includes improvements in providing access to information 
in the dispute settlemerit process. Parties to a dispute must 
provide non-ccnfidential summaries'of their panel submissions 
that can b. given to ihe public. In addition, aMe~ber can 
disclose it:s SUbmissions and positions to the public at any time 
that it chooses. Panels are also expressly authorized to form 
expert review gtoups to provide advice on scientific or tither 
technical issues of ~act .which should improve the quality of 
decisions. I 

WORLD TRAD1~ ORGANIZATION 

The Agreememt :::stablishing the World Trade organization (WTO) 
encompasses. the current GATT structure and ex.tends it to new 
disciplines that have.not been adequately ,covered in the past. 
The new orqanization will be more credible .and predictable and 
thus benefit C.S. trade interests. 

The WTOwiJI t.elp to resolve the "free rider" problem in the 
world trading system.. The WTO system is available only to 
countries t:hat are contrac.ting parties to the GA!~, agree to 
adhere to all. of the Uruguay Round agreem~nts, and submit 
schedules of =arket access commitments for industrial goods, 
agricultur~l goods and services. This will eliminate the 
shortcominqs =f the current system in whidh, for example, only a 
handful of countries have voluntarily adhered to disciplines on 
subsidies under the 1979 Tokyo RoUnd agreement. 

The WTO Agreecent establishes a number of institutional rules 
that will be ~pplied to all of the Uruguay.Round agreements. \ve 
do not expect that the organization will ~e different in 
character froe that of the existing GATT and its Secretariat, 
however, nor :"s the HTO expected to be a larger, :::lore costly, 
organizati6n. 

GATT ARTIC1.ES 

The mandatE~ 0: the GATT Articles negotiating group was to discuss 
improvement:s ~o any GATT provision not being negotiated 
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elsewhere. The ~alance-of-cav~ents reform (BC~) text increas~s 
disciplines and ~rar.sparencY ;ver the use of cOP measures. The 
state ~rading ~ext aff~r~s ~he obligation of G~TT contracting 
parties to ens~re t~at ~heir state trading, enterprises -­
government-opera~ed ~n~ort/export 60nopoliei a~d marketing 
boards, or pri~ate c~mpanies that receive spec~al or exclusive 
privileges fron their governmen~s -- operate i~ acicordance with 
GATT rules. The, text en prefe~ential trading arrangenents , 
clarifies the GATT rules thatoertain to regio~al arrangements 
(customs unions and free trade-arrangements) and defines the 
state/local relationship in regard to GATT obl~gations. The 
understanding on waivers of obligations will ensure that waivers 
are time-lil1lited and that are subject to greater conditions and 
disciplines. ~here also are clarifications of GATT Articles 
II:l(b) (re9arding lI~ther duties or charges") and Article XXXV 
(regarding tar f neg~tiations). 

\: 

TRADE POLICY REVIEW MECHANISM 

The Final Act oonfir::rsan April 1989 agreement establishing the 
Trade Policy Review :'!echanism C:PRM}; 'which examine, on a regular 
basis, national ~rade policies and other econc~ic polic having 
a bearing ~n the international ~rading environ~ent. 

GOVERNMENT :PROCUREMENT 

The new GATT Govern:::ent Procure::::J.ent, Code is a substantial 
improvement over the existing Code, significan~ly expanding the 
value of procurement opportunit~es covered by other countries and 
altering the character of the agreement to ,one much more rooted 
in reciprocity. For the first ~ime, Code coverage is expanded to 
services and c~nstruction., It also opens the ~ay for substantial 
coverage of subcentral qovernments and govern~ent-owned 
enterprises. 

The new COdE! is,like the old Code in limiting ~embership to those 
countries that spec:f lly accede to it. 'Membership in the WTO 
does not necessarily lead to menbership in the Procurement Code. 
The new Code departs from the old one, however, in creating a 
structure that makes reciprocity more workable between individ~al 
countries and actively encourages new coun~ries to join. By 
authorizing departures from most-favored-naticn (MFN) treatment, 
the new Code ensures that our relationships wi~h all signatory 
countries are strictly reciprocal. 

The new Code also provides improved disciplines. It restricts 
distorting practices such as of~sets and ensures more effective 
enforcement through the establishment of naticnal bid challenge 
systems, while also increasing'~lexibility in certain'procedural 
requirements to adapt ,::he Code ~o new efficiencies in 
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procurement, like ~~ose coritempla~ed in the Vice ~~esident's 
Reinventing Governnent_proposals. 

In negotiations on =overage, the United States offered a 
substantial 'value c~ our states procurement to countries that 
were willing to address our ~riorities in their procurement 
markets. Since there was a consensus to allow exceptions to MF!1 
coverage, we ~ere able to agree to cover our .states for countries 
(Korea, Israel and ~ong Kong) that offered ~ubstan~ia1 coverage 
of their subcentral governments and government-owned enterprises 
and not be forced to extend our states coverage to countries 
whose offers fell short. 

We leave open the possibility, however, of extending coverage 
with anyone 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 u~der the Code and telecommunica~ions sector 
under a separate, ~U~ parallel, bilateral ~greemen~. 

Finally, the. new Code agreement sets the stage for new countries 
to accede and subject their procurement practices t:o 
international discinlines. The nost recent addition is the 
Republic of Korea, ::"hich completed its acd!ssidn ~Jith the 
conclusion of negotiations on the new Code~ We expect that 
Taiwan, the Peoples Republic of China and Australia may soon 
follow as new signat:ories to the Code. 

AIRCRAFT. 

Aircraft tr.ade issues had been contentious· throughout the 
negotiations because the European community sought to have 
aircraft entirely excluded from ~he disciplines of the new UR 
Agreement on subsidies and countervailing Measures. Instead, ~he 
EC appeared intent· on substituting a weaker discipline, having a 
revised Agn.~ement on Trade in civil aircraft entirely supersede 
any new subsidies agreement for aircraft products. 

In the final week pf negotiations, it became clear that the draft 
Aircraft Agreement had serious shortcoming~. 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 thO:5e 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 "..Jould have been "grandfathered", completely 
exempting them froru action under Subsidies Agreement. Moreover, 
certainprov:,isions of the text might have provided a pretext for 
unjustified GATT ac't:ionagainst our military and ~jASA research 
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programs -- progra=s ~ha~ have also ?rov~ded ben~fi~s to ~he 
Europeans and are :::: no ,.Jay comparaole t;:) the immense state 
sUbsidies that have been sys~ematically ;:rovided to .:l.irbus for 
civiI aircraft deve~::::?men~ and prod:.lctic:l. , 

While we worked har~ to nego~iate to remedY these 
ins~f~ iciencies, \.:'.5 . proposals were not ad,equately reflected in 
reVISIons to the Air=raft Agreement. Su:h an outco~e was clearly 
unacceptable both t:::: the U.S. indus~ry and to the C.S. 
Government. Just days before the end of ttie negotiations, the 
U.S. stood firm and refused to accent the draft Aircraft text as 
the basis for an agreement. ­

As a result of our resolve, the EC, and subsequently all other 
countries negotiati::.g the Uruguay Round, agreed to :Oring aircraf': 
under the stronger ~isciplines of the ne-.. Agreement on subs,idies 
(with only minor changes) and the more expeditious and certain 
dispute settlement :::rocedures contained ':"nthe UR dispute 
settlement agreemen~. ~he ~ubsidies Agreement ~ill be applicable 
to all civil aircra::":. produc~s incl:.lding aircraft of all sizes' ' 
and types, engines and compone~ts, and t;:) all WTO =ember 
countries. This was the principal ;:)bjec~ive of the U.S. 
aerospace industry, ~hich produces the largest trade surplus of 
any U. S .manufactur :'ng industry, an esti::lated $28 billion' in 
1993. 

We continue to seek to tighten the existing disciplines on 
government support ::or aircraft·develbpmentiproduction arid 
marketing currently contained in the i979 GATT Agreement on Trade 
in Civil Aircraft and to expand the coverage of that agreement to 
other countries that oroduce civil aircraft. Those negotiations 
will continue with ":he goal of reaching agr,eement_by the end, of 
1994.' ' 

ENVIRONM~NT 

Comprehensive as it is, the final .A_ct does ,not cover every 
several aspe:ct of trade policy of great importance to the United 
States and t:o this ;'dninistration. Our trading partners 
recognize that the ~6rk of shaping the Wor~d 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 environment tq present to the 
ministers in Marrakecih in April. We begin with the agreed: 
premise that interr.ational,tradecan and should promote 
sustainable develo~~ent, and that the world trading system shoulj 
be responsive to the need fer environmectal protection, if 
necessary throu9h =odificati6n of trade rules. 
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:he United States will seek a ~ork progra~ that ensures that the 
new WTO is responsive to env~rcnmental concerns. Inter~ational 
~rade.can contribute to :~r ~raent national and international 
efforts to protect and e:-_-:.an:::e - environ::lental quality and conserve 
and restore natural reso~=ces. At the same time, we ~ill 
continue to adv~cate tra~e r~les that do ~ot hamper our efforts 
to carry out vital and effec~ive environmental policies, whether 

.nationally or in cooperat:on with other countries. We ~ill be 
',.Jorking clc)sely with env::::-on::lental organizations and cusiness 
groups, as well as the various agencies, and of course this 
Committee cmd others in C::mgress, as we define our trade and 
environment objectives. 

Conclusion 

Mr. Chairman, it appears that Congress will be· considering the 
Uruguay Round implementi~~ legislation a~ an ausp~cious time for 
America. The U.S. econo=y is expanding; investment is 
increasing; jobs are bei~~ created; and optimism about the 
prospects for our economy is soaring. This economic expansion 
reflects the fact that t~is country is moving in the right 
direction; and we are doi~g it together. The policies of the 
Clinton Administration, star~ing with our·budget plan; the 
adjustment~ made over the last several years by our workers and 
companies-~ all of our effor~s make us as a nation stronger and 
more competitive. 

In setting the ~egotiati~q objectives for the Uruguay Round, 
Congress clearly signallej its belief that strengthening the 
multilateral rules of the GATT would make America more 
competitive in world markets. We succeeded. We met those 
objectives~ ~nd I am con~inced that the new multIlateral rule~ 
agreed to in the Uruguay ~ound will work together with our 
ongoing efforts to increase regional cooperation. America is 
uniquely pOsitioned to tenefit from expanding trade-- in this 
hemisphere and in the wor~d. ~he Uruguay;Round builds on our 
strengths. It will bene:it ~S, and the world economy as a whole. 
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:AMBASSADOR KANTOR: first, I 1m ,Mickey :Kantor of' ,the 
United states Trade Representative.' I have ,on my left -- first time 
he's ever been on my left -- the Deputy Secretary of the Treasury,
Roger Altman, and on my right, Bo cutter, NEC. We have Under 
Secretary of Commerce Jeff Garten, Under Secretary of State Joan 
spiro, ~asslador Barshefsky of Wall Street Journal fame. 
(Laughter. ) Who else do we have here? And we' ra expecting Council 
of Economic Advisors to be down here in a moment. Defense 
Oepartlftent? Yeah, right. (Laug'hter.)· EPA.. 

First, let me just give you a bit of a briefing on Prime 
. Minister HOBc,kawa's visit and talk a little bit about what has been 
going on in the negotiations. And then I'll, of course, be willing 
to answer' quE!stions. But then Roqer and, I think, BO would like to 
say a couple of words as well. . 

As you know, Prime Minister Hosokawa arrives here on 
Friday morning to meet with the President as a result of the 
agreements rE!iIChed in Tokyo during the G-7 meetinqsbetween the 
governments of Japan and the government of the United State•. in the 
so-called fr~l1nawork agreement. These meeting'S are to be held twice a 
year and dis(:::uss global issues, macroeconomic issues, as well as 
sectoral orlsectoral trade issues; all of which will be discussed 
during this ~"isit. 

The Prime Minister will meet with the president during
lunch and, o.t course, there will be, I expect, a press conference I 
guess on Frid.ay afternoon, if r'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 auring the G-7 meetings in July due to the 
very good work of Roger, Bo and the rest of the people I introduced, 
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joined"the team and a very valuable member of this team. 
, it 

'.~ .. , :'t , ~. 

, That framework aqreement called for the governments of 
Japan and the united state~ to addreesthree major segments of 
issues. One, global issues -- including AlPS, population and the 
environment 1Nere three that I remember off the top of my head1 two, 
macroeconomie issues; and third, of course, were the sectoral issues. 
An4 tbe first four sectoral issues which were supposed to be 
a~dressed at the fist summit meeting, which is Friday, were 
telecommunications and medical equipment in the government 
procurement area, insurance and autos and auto parts, 

For the past year, this admini~tration has been engaged
in a campaign around the world to open markets and expand trade.' 
This President has been the most successful President in American 

, history in pursuing those objectives. This, administration has IIIade 

, MORE 
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it clear that, we don't seek to close markets, we seek to open other 
markets in or'der to 'create jobs here at home and qrow our economy. ' 
Whether it's the North American Free Trade Agreement or the Uruguay
Round. of the General Aqreement on Tariffs and Trade, where this, 
President lea the world in terms of opening markets, we have made it 
clear that i~ our goal. . 

The framework aqreement with Japan is exactly is 
consistent with that -- fully oonsistent with that policy. And let 
me explain what it does. What it does is to ask Japan, of course, in 
the macroecoJ'lomic area to stimUlate their economy' in order that they 
can spur conllumer spendinq and, of course, to qrow their economy I the 
second largest in the world, in ord.er to sp~r global growth. 

In addition, it calls upon Japan to open their markets 
in these four critical sectors as a first step towards opening 
Japan's marketsqenerally. It should not escape anyone's attention 
that the Japanese markets are closed by any, measure that you miqht 
want to use •. If you look at the telecommunications market that we're 

. workinq on, 'the Japanese market has five peroent foreiqn import
penetration 'tlhere the G-6, or ,the other G-6, natio~s of the G-7, 
foreign impo:rt penetration averages 25 percent. The averaqe
manufactured goods to gross product penetration, the Japanese market 
is 3.1 perce:nt, I think is correct; and itt's over twice that mueh 

avera~e for the other G-6 nations. ' 


And I could go on and on, but in avery sector that you
look at, includinq foreign direct investment, where .the Japanese . 
toreiqn direct investment stock is abou~ tour-tenths of one percent,
whereas, for instance, the United states is around 22 percent, and 
Europe, I think, is about 36 percent, you sea the differenoe between 

,a closed market· in Japan and an open market ,in the United States. 

Clearly, the only way ~o address is three ways: One, to 
set qoals -- a goal of increased accesl of foreign oompetitive goods
in the Japanes. market. That is in the framework. Seoond, to insist 
that'we have concrete results. That is in the framework. Number 
three, to insist we have measures to implement these aqreements in a 
way that will deregulate the Japanese economy in a way that will make 
sure we have increased access of competitive foreiqn qoods and 
services. And last, but certainly not least, measures of results,
both quantitative and qualitative, so-called objective criteria in' 
the framework. The reason is it is not in anyonets interest to reach 
yet one more agreement with Japan that both countries agree.to adhere 
to certain a,ets to make sure that we grow our markets and. not have a 
measure of %'esult that can be used. to determine whether or not we're 
successful •. 

There is a unified administration in this reqard.There
is unity up on the Hill, between Republicans and Democrats of both 
House and Senate, in supportinq this approach. Also in the business ____..... -1.... T t ....... n' A ,,"', \.I' ",,,toe +'h. 'R'HZ; ncuuLRoundtlllble and the U. S. ­
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Japan Chamber' have a180 supported. this appro,ach. And, of eourse, the 
,'labor movement Cloes as well. . 

Not only are we speaking as a qountry with one voiee, we 
are neqotiatlns this agreement -- and this is eritical -- on MFN, on 
a multilateral basis. This is not just to seek to open Japanese

,markets for tJ. s. exports. The qoal here is ,to open Japanese markets 
for all foreign exports, beeause that truly 'will not only grow trade 
but spur qlo1)a1 growth as well. 

I , 

We are looking for tangible progress and that is what we 
hope we can (10 between now and Friday in our neqotiations with our 
Japanese allies. 

Roger. 

MORE 
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1(R. 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 world, 
and that it's time for Japan to come into line, to converqe. It's 
out of step a~ measured by the qiqantic current account surpluses
which.Japan is runninq $130 to $140 billion a year, 3 to3.S percent
of GOP depending upon how you measure it. These giqanticsu'rpluses 
at a time whe:n the rest of the industrialized world in is deficit. 
What's the im:pact of those surfaces? Well, ~t drains '1rowth and it 
drains jobs from the rest of the world. 

Second, the import penetration statistics Mickey used -­
import penetration tor foreiqn qoods and services in Japan' is at 
about halt of the G-7 average other than Japan, hasn't budqed for 20 
years. So by these two very basic measurements, Japan is out of 
step. What we're seeking throuqh this aqreement 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 areas will be, 
symmetrical to that of the rest of the industrialized world. And it 
surely is not too mu~h to have aSke~l, :.~~~~o.f.,.~oo1J.p~.e,:we.did ~trike 
this aqreement that ltts time for such'convergence.-·· . 

The second point I,want.t~ make concerns the .ola saw of 
manaqed trade. One reads every other hour it seems that the U.S. is 
seeking managea 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.' II it manaqed trade or unmanaged -- is it 
manaqinq trade or is. , it unmanaqinq trade toderequlate the Japanese
insurance market so that foreiqn providers, forei'1n players are 
eligible to'participate -- eligible? And is it managing trade or 
unmanaqinq trade to open up the Japanese public 'procurement market in 
these areas, for example, of telecommunications and medical equipment 
10 that foreiqn producers can be eli'1ible to compete? . 

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

. that because this managed trade argument is a canard. 

Bo. 

MR. COTTER: I'll only make one point, Which is .that the 
combinedmacr'oeconomic measures and the market-openinq 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 
obviously a macroeconomic stimulus package in Japan is in our 
interest beca.use it would ultimately lower the current account 
deficit and would have an impact on our capacity to export. 

. ~ ..- J __ ----•• ___ ........ "'--" A.,. ~,.... 6.,.Aa.+-: ~ 




I 

But we have emphasized from tbe beginning that both of 
them are furldamentally in the interest of the 3apan economy. A 
stimulus pa~:kaqe is obviously so -- the Japanase economy is mired in 
the worst J:E!cession that it's seen in the last 20 to 25 years. The 
market opening issues are even more in their interest. It's broadly, 

think; pel~eeiv8d and agreed that the way out for the Japanese 
eoonomy I th'lt it's next source of growth, is to put in place market 
liberalizat~Lon efforts which will lead to stronq ana. sustained 
domestic cOi'\sumer-led qrowth." 

So w. believe that the measures'that we've proposed are 
very much 1J'\ 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. It there is no agresment on 

MORE 
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the framework talks, what sorto! options do we have that are not 
closin9 our markets? ' 

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

,Q But there are things that do not close our markets? 
I mean, 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. I 

Q What does that mean? (Laughter. ), 

AMBASSADOR KANTOR: Exactly what I said. 

Q Mr. Cutter, in,mid-December youtold.a group of 
reporters that you had returned from Asia with a feeling that there 
is a sea chan,ge in Japan I s attitude toward -- if that t a the case, why 
are theae talks so difficult, and do you have a still have that ' 
feeling? ,­

MR" ctnTER: What I said was a sea chan;e 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 vary
evident ~- is 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 haebeen the 
consistent judgment'of every commission that's been established, 
every-business group within Japan. i 

, That is, however, not who we're' negotiatinq with right 
at the moment. We are negotiating with, we've called them 
bureaucrats, They're perhaps more appropriately called the mandarins 
of the qovern'ment of, Japan. And those attitudes change slowly. 

AMSASSADOR KANTOR: Besides he was referring to the 
Che.apeake Bay, not the Pacific Ocean. (Lauqhter.) 

Q The political calculations are interesting. You 
presumably are going to hold up Mr. Hosokawa 8sthe force of light,
and perhaps reading from what Mr. cutter just said, the mandarins as 
the forces of darkness. What it that doesn't work out? What if you
send Mr. Hosokawa home to Tokyo humiliated in the Japanese political' 

_ " ... _ fII\ 



AMBASSADOR KANTOR: Well, tirst of all, candid, open,
serious discussions in a responsible way between two trading partners
whose re1atic)nship is the most important bilateral economic 
relationship in the world don't necessarily have to end up in anyone
being' humiliilted; nor do I expect this to happen; nor does anyone 
else expect :it to happen or want it tq happen. That is not what 
we're trying to achieve here. 

What we're tryinqto achieve is aqreements that work, 
agr••menta that open the Japan••e market for foreiqn .imports. We oan 
no 10n9'er live as Roger referred to $131 billion surpluses which the 
Japanese enjoyed this year in trade with th,. world; $60 billion -­

. nearly $60 b1l1ion with the United states. . It creates both economic 
and political asymmetries which are not in the best .interest of Japan 
or the Unitel:! states. Further, opening- their markets what the 

MORE 
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Japanese will do will lower the cost of 9004& because of competition,
raise the standara of living, and because of ,competition, become more' 
innovative. ~~his is not only in the best interest of foreign 
exporters, it's in the interest of ,the Japanesa citizens and their 
qovernment as well. 

And one more item I might add. Wh.n Prima Minister 
Hosokawa fOrmE~a his new party in 1992 I he wrote a very interesting
treatise whichaxplaine4 why he formed the new party. And it is very
olear that a major reason was to break up the bureaucracy ana thereby 
open trade in or4er for Japan to become more,competitiv8 an4 to grow 
a consumer economy., 

(2 What page did you say that :was on? 

AMBASSADOR KANTOR: Page 11. Well, paqe one ana 11. 
You've qot to put them both together. And in paqe three there's 
another thing about concrete results. 

~~ He is in a fraqile political position. 

AMBASSADOR KANTOR: Who knows how many times Itve read 
that? 

Q But he's in a fragile political p~sition in Tokyo. 

AMBASSADOR KANTOR: We're trying to strengthen it. 

I;:} 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. Is this something where we could go to the G-7 partners
and ask for pressure on Japan, maybe a stronq yen policy, in order to 
try to correc'l!: trade balances? 

l~. ALTMAN: I learned the hard'way not to comment on 
questions lik4a that. We'll leave that until later. 

Q Mr. Altman, you say this isn't managed trade; 
you've also said you want to derequlate the Japanese economy. But 
when you try to strike an agreement that has quantitative or 
qualitative measures, you ask the qovernmentto siqn it and then you
ask them to mllke sure there's an outcome, aren t t you askinq thEut! to 
manage their tiConomy, regulate their eoonomy' in a way that assures 
that outcome? . . 

MR. ALTMAN: What we're seekinq in these areas -- the 
three Mickey Inentioned, which are the focus of this six-month period,
ending Februa:ry 11th, is derequlation. We have presented, for . 
example, a hiqhly specific

-
set of propose4

I __ 
deregulatory

... ____ _ 
steps, which 

- .... ,.l,'-_ J~ ~ 
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one year.' 
·. 

Q Ambassador Kantor, despit~·th8 troubles here, you 
say you areetill optimistic about reaching an agreement on Friday. 
can you brineJ us up to date on - ­

AMBASSADOR KANTOR: i didn't say I was optimistic. 


Q You said you still you expect to reach an agreement 

on Friday. What lead. to that optimism in light of the ourrent 
circumstancela? 

, 
AMBASSADOR KANTOR: Well, I didn't say I was optimistic. 

I said - ­

MOR! 

".' _... 

, .. ,. . 
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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,proqress that the 
Japanese ofte11 describe, or, in reality, de minimus progress. 

(~ What kind of measurement are you looking for 

MR. ALTMAN: Let me just qive 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 ot morley in Japanese pUblic pension funds are mount'airious 
because of thE~ Japanese savings rate an4 the role that the Japanese
postal system plays as a collector ot funds •. I'm going to qive you
approximationE;, but the vast majority of those publio pension f\,\nd 
assets are not: available for management to any foreign party by
regulation. l: think something like 90 percent are ineligible for 
management by foreign parties, regardless of the qualifications of 
those parties, regardless of the nationalities of those parties and 
so on. 

So, in financial services we would say, a measurement of 
progress would be a percentage of public pension fund assets which 
are available for management by non-Japanese .parties. And if the 
Japanese would agr•• to that, and ultimately,'thay certainly will, 
then we could all see. The percentage three years from now is not 90 
but ss. Any I'easonable person would say, No' :progress. It I S a 
measurement. And what we achieved in the framework and what we will 
wait for un~il hell freezes over is an agreement that there will be 
measurements. Because this endless debate over, yes, there's 
progress I no t~here isn I t I has got to end. 

0. This question is for either Deputy Secretary Altman 
or Mr. Cutter. The Japanese stimulus package that came out was 
described by Secretary Bentsen yesterday as a modest step and 
Secretary Bentsen said it remains to be seen whether it's adequate to 
really do the job that the U.S. has been seekinq. Would the U.S. 
have preferred, that the tax cut J:)e longer lasting-or permanent than 
the one-year proposal? ' 

M:R, AlI'l'MAN:Well, the concern that we 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
talkinq about rebates, and as Bo was pointing out yesterday, this 
appears to be the equivalent of rebates if no.t the reality of them. 
The propensity to save them is very high, bec,ause they are one-shot 
items. ! 

Now, the framework commits Japan to pursue polices over 
the rtmedium te,rm" which will lead to a "substantial reduction" 
sorry, "highly significant reduction" in their current account 
-.---- ....----. ".,1..- - .. .:I~ .. _ ...... _ ........ " .. Aa".... eA 10\",+- ~"'ICl t'!cu.......Ai"'v "ot 
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,.specific, frankly, quite a Ion; list.. It the Japanese should accept
"those -- and they surely should -- then the market would be on its 

way to being opened. And then one. it is truly opened -- and we need 
measurements to determine that •• but once it is truly open, let the 
best man win. But now, it's not open at all. . 

Q Or woman. 

MR. ALTMAN: Woman, then. Let :the best woman win. 

Q But there must be some measurementa that tell you
whether or nc,t - ­

MR. ALTMAN: Of course, of cours.~ We aqreed in the 

framework agreement that one of the flaws of the prior aqreementa

and Mickey :r~eminds all of us that there are aomethinq like 33 of 


MOD 



· SENT BY:Xerox·Telecopier 7020 2-'0~94 9: 14 99'" 202 395 7226;# 7 

- 7 ­

Q I stand corrected. You said you expect to reach an 
agreement on Friday. 

AMBASSADOR KANTOR: Because I think that there is a . 
willingness as exhibited in the framework on the part of Japan as, I 
think Bo said, to open thei~ marketabecause ,it's not only in the 
best interest of the Japanese, it's the best intereat of the rest of 
the world. Now, obviously, we are at l()gqerheads over a couple of 
issues right :nOWi and we mayor may not reach an aqreement 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. 

I~ Yesterday W8 were told that the prospects Wer& 
gloomy. Has 4!lnything changed or is Mr. Hata's arrival -- what do you 
expect from that? Is that a significant change? 

AMBASSADOR KANTOR: Well, we'll. see~ We havenlt met 
he .doesn't arrive until this evening. Weill be meeting with him 
tomorrow and ,,,e'll .ee if that changes both the atmosphere and 
d.irection of 1:he talks. 

Q Mr. Ambassador,' a question: here. I was talking to 
some Japanese neqotiatorstoday -- this is sort of a two-part
question. OnE~, they describe the talks as, generally, as nearer to 
conclusion. 1~nd the reason they say is that. there·-s agreement
generally on macro issues and on procedural issues. And that the 
only thing left are these targets which the U.S. is insisting on -­
that they are trying to essentially downplay· this issue of targets·
and. saying, loOk, we've made a lot ot-- . 

AMBASSADOR l<ANTOR:. Well, there' s no issue of targets.·
There is.nothinq about targets in any of these -­

Q -- forward-lookinq use of numbers 

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

,! Right, but other than that, which they are clearly
aownplayinq, t:hey say that that' a the only thinq holding- it up. They
also say that when you were there with Mr. Cutter that Hosokawa and 
the· three mini.stears that you met clearly told· yo:u that Japan would 
not accept these as goals, and they said they wondered. whether you
had understood-it that way. and communicated it that way to the 
:President. 

AMBASSADOR KANTOR: Well, what was communicated is the 
90al is increased access for foreign goods a~d services into the 
Japanese market .. That's the goal. The measures of the objective
criteria, the way you measure success. as R~qer said --·whicn is the 

- • I. .&-4..._ ........... _ ..!!l __ I_ .... _••_ "-\.J __....,.,_01 .... a' .p....... a ........ ~~A'" 




v""'z. 
between these two great allies over whether or not theBe agreements . / are working with it. Derequlation actually is a fact., 

, , 

wa~ .. ,,-"W' Q .. '.IiiiiI ........ \Ill.............. 1IIoot ......,... _ •• """' ..........~_ • __ •• __.... ______________ _ 


, 
When we were in Tokyo, all was basically was said is 

they didnlt want one target number which would become the sole, 
determinant of whether or not theae agreements were successful or 
unsuccessful. We're not asking for that, nor have we ever asked for 
that. ' 

Q The four sectors -- is the progress or lack of 
progress about the same in each sector? 

.
AMBASSADOR RANTOR: There are 

, 

some 
' 

d1fferenees but the 
fact is that we are as of today stuck on dead center. But the fact 
is, that there are some Cli,fterenoes wi thin and between the sectors. 
You can imaqina that there would be. 

MOR! 

I ' 

I , 
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Q Ambassador Kantor, which do you need to be able 
to say that visit was not a complete loss? 

AMBASSADOR KANTOR: Well, I don't want to define what is 
-- because I think there is more to this visit, obviously, than 
merely the sEtctoral aqreements. But the fact is that these are an 
important part of what these two leaders will be discussing and what 
has been negc)tiated over the paat seven months. Althouqh this is -­
I think RogeJ~ described it _. the modest st~p has been taken in the 
m.acroeconomic: area and they will be, I think, discussions on' global
issues. Obvj,ouslywe have not reached aqreement on any of the 
sectors that we determined we would reach agreem.ent by February 11. 
But there wil.l be other discussions as well.,' 

This is not like a -- we're not in the middle of a 
sporting event to see who wins and who' 10S8S' and who's successtul. 
What we're trying to do is move a relationship to a higher plane in 
order to open up the second largest economy tn the world 1n order to 
spur global ~irowth. That's what this is about. 

Q Ambassador K~ntor~'~tf"-'th'e"Japan'ese won 't agree to 
the use of obj ective criteria as you tve described them, how big a . 
rupture is that in trying to move. t~.. a dif.fe;rent . plane? . And how much 
does that undo what progress you'all have:touted since Tokyo and the 
last seven months? 

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

Q What is the status of the talks today? Have there 
been any discussions between the two aida.? 

,AMBASSADOR :KANTOR: No. 

Q And is that -- was that cancelled because you were 
waiting for Bata to come tonight? Ana is it. true that you walked -­
we're beinq told that the O.S. side walkea out of the talks last 
night. 

AMBAsSADOR. KANTOR: Well, "walkea out" is making more 
dramatic. I 'think we indicated quite clearly that we thought that 
the aiscussio:ns .were not progressing and that we should not meet 
today. ~e learned this morning that the Foreign Minister is on his 
way, so welre going to wait until·tomorrow to meet with him and see 
if -- and see what he has to say. 

Q Not helpful is thestronqest thing you. can say
about their rejection of the American principle that you all are 
touting as thQ key stUmbling block right now? 

AMBASSADOR KANTOR: . Not helpful, I think, is 



. ....-----1:' -_ .. -.. . 
/ Q Can I aSK you how you're qoinq to proceed on the 


Canadian luml)er dispute? (Lauqhter.) . 


AMBASSADOR KANTOR: You can ask. 

Q And whether you think the process of settlinq the 
d1aputa -- tbeintegrity ot that process is'now in question because 
ot·thosB - ­

AMBASSADOR KANTOR: Well, we nave, as you know, two 
problems. One 18 whether we'reqoing to ask for an extraordinary
challenqe, or in that connection,- and there are 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, yesterday, that if, in fact, 
the panel is not reconstituted as a result of these concerns over 
conflicts of interest, then we would pursue an extraordinary
challenqe. 

One mora question, yes. 

Q Your administration has often characterized the 
relationship between the U.S. and Japan as a three-stool thing. That 
you see one sltool, the economic stool is weak; the two other'1eqs are 

. strong. I hl.ve nev-er seen a two-leqqed stool stand. Does it mean 
that you would let - ­

~BASSADOR KANTOR: It depends which circus you '10 to. 
(Lauqhter. ) 

Q You would let, if there's a.collapse of talks on 

Friday, you would let the Whole relationship'oollapse on two leqs? 


AMBASSADOR KANTOR: Well, you've got to assume that the 
Whole economic leq would be broken. You've got a three-legged stool; 
ene is security, one is politioal, and the t~ird, of course, is 
economic. The economic leq is weak. The Pre'sident described that .in 
.his meetinq, in fact; with then-Prime Minister Miyazawa is -- it's 
almost been a year aqo, now, I forget, April -- it was April ot 1993. 
The other two leqs are very strong. We need to strenqthen the 

economic leq and that's what this framework was described to do. 


Thank you very much. 

END 3:45 P.M. EST 

I 
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Mr. Chairman, I appreciate yourinvita~ion to appear before 
you to presemt 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 important tasks that 
lie 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 goals of 
his 1993 trade agenda. His Administration accomplished the 
following: 

• 	 After years of gridlock, we c9ncluded 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 Organization 
that will support a fair global trading sys~em:nto 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 :he ~nited States 
which provided a jump-start for the Ur~guay Round, and 
agreed to establish with Japan the Framework for a New 
Economic Partnership t~ achieve refor~ :n =apa:::'s ecc:::=~y, 
open the Japanese market and correct macroecono~ic 
imbalances which inhibit global growth and ~tosperity; 

• 	 President Clinton led a S~ccessf~: =e~:::::g _~ ~s~a::: :::a:_=:::s 
-- thE~ fastest growing eco~Q~i= re;~~~ ~il ~~~~~ 


Seattle, and culminating a year of U.~. leaiers~ip of :::e 


http:agreements.to


Asia-Pacific Economic Cooperation, ~hich will lead to 
expanded trade in the region; 

• 	 We negotiated key agreements which cpened previously closed 
markets to U.S. companies -- a heavy electrical equipment: 
agreement with Europe, a constructic:: ag!:eement with Japan, 
and a telecommunications agreement with Korea -- which 
represent a further step in Q~r effc~t tb create jobs and 
foster growth; and 

• 	 We negotiated dozens of bilateral ag~eements with countries 
from Cyprus to Venezuela .that help ensur:e U. S. workers and 
companies can compete fairly in the global economy. . 

By leading the effort to open markets abroad 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 re·..rivi::g the American 
Dream, and these steps are integral to ttat ~~fo~t. 

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 td build on the 
momentum gainE~dt and take advantage of the great opportunities we 
face. Let me share with you our agenda .. 

Uruguay Round 

The Uru~lay Round agreement reached in December by no means 
ends the work we must do. Several critical tasks lie ahead. 
First after ,.;e work with the Congress to ratify the Uruguayt 

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 new republics from 
the former Soviet Union. 

And third, . we want to look at a. new agen'::ia in trade whichI 

should be fostered by the new World Trade Organization, but needs 
to be sustained through bila:eral and re~io::a: allia::ces as we 
build toward a truly world trading system. Ke also need to build 
on an effective dispute se: t :ement mecha::-.ism !::"n the WTO and rr.a."Ce 
SL:.:r-e 	 t :Jr.:":~~d States go\re~:-~~. .::::;: e::SL!rE:E ........ _ - :::..s :..eC~5.:::'S7":"" 


works and works well. 



Japan 

As yc~ know, on February 11, President Cli~ton announced 
that we had been unable to conclude negotiations with Japan on 
four new trade agreements called for ~nder the U.S. - Japan 
Framework of July 1993. The announcenent followed six months of 
intensive negotiations. 

Under the Framework, we had agreed witH;the 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 on incorporating these key principles in a meaningful 
way. For our part I we declined to conclude :agreements without 
these principles, out of concern that any s~ch 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 present, we are assessing the appro~riateness 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:talks, but relevant 
to our concerns about the efficacy of past agreements, USTR on 
February 15 announced a determinacion under section 1377 of the 
Omnibus Trade and Competitiveness Act of 1988 that Japan had not 
complied with a 1989 agreement to open its ~ellular telephone 
market to foreign manufacturers. This action resulted from a 
clear-cut failure of Japan to live up tei a series' of agreements 
dating back to 1986 and span two trade agreements-~and a 
commercial understanding. We are now in 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 
agricult~re as fast as we would like, Last month, we reached a 
textile agreemen~ with the Chinese and we need to make sure that 

,this is e~forced, to stop che transsh~;ment of textiles and 
apparel, circumventing both U.S. law and int.ernational law. 
China wants GATT accession and in order to achieve that the 
Chinese ~ee~ to work with the UnitedS:ates a~d ethers to make 
sure they are adhering to world trade regim~s. 

Latin America 

There is no great~r opporcun~ty ~e have t~a~'in Latin 
America I :;-i~: second fastest. growing e:::::nor..ic region in the world. 
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It is the one region in the world where we have a la'rge trade 
surplus becau,se they are' importing huge amounts of capital and 
ot~er goods in order to build their industries and their 
economies. 

That is important for us as we try to bu~ld oh to the NAFTA. 
We will use a IIbuilding 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 address. 

Generalized System of Preferences 

We plan to seek legislative renewal of 'the successful 
Generalized System of Preferences program. Authority for GSP , 
ends on Septe!mber 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. 

'APEC 
': I 

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 ABEAN nations, New 
Zealand, Australia, Korea and Hong Kong. CbllectivelY, 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 

ma~~ets and eliminate trade barriers, we will also work hard for 

a be~ter environment, for better workers' rtghts and enhanced 

lal::::c standards. ' 


I~:ernational trade does no: occu~ in a vacuum. Trade is no 
lo~;er just about lower tariffs. Trade af ects the environment, 
lator standards, and human right~. Co~cet tion policies which 



effect.ively block U.S. export.s have an impact on trade. Through 
Fiscal Year 1995 and into the future, we ar~ going to have to 
look at all of these issues, as ~ell ~s continuing t.rade issues 
like invest.ment, intellectual propert.y and illicit payments. As 
we negotiate trade agreements and work through the newly 
estaclished World Trade Organization and the OEeD, we will work 
for ~mprovements in each of these areas. 

FY 	 1995 Budget Request 

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 energies 
and our budgetary resources. 

I" 

We are requesting today an FY 1995 budget which allows USTR 
to capitalize on the opportunities and chal~~nges before us, yet 
whicr: also carries out the President's prograffi 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 FTE level and decreases the appropriation level by 
$225,000 below FY 1994. ' , 

The $22S, 000 funding decreaSE:. ·is/;a·\oet?~r,educti.on,-!:esul ting 
from a number of offsetting factors .. Highlights of these changes 
are: 

~. . ~ - • . ' J.' . 

** 	 a $228,000 increase for a hew Ti~d Aid progr~m, to be 
administered by the Department of State,' but fInanced by 
Federal trade and foreign affairs agencies, like USTRj 

** 	 a $501,000 decrease in travel and transportation expenses, 
reflecting the extraordinarily busy travel demands in FY 
1994, and the return to more tI;'aditional levels in FY 1995; 

** 	 a $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) i 

** 	 a $412,000 net decrease in office rent. and other 
administrative overhead (partially offset by rising costs 
from inflation), which is part of our ongoing efforts to 
curb administrat.ive expenses; and ' . . 

I

** 	 a $234,000 reduction from personnel savi~gs that ~tem from 
:-:-.:):::-e restric:ive :-.ir'ng ~:::-acti::es and ti .. 1:er management. of 
job vacancies. 



Conclusion 

Mr. Chairman and Members of the Committ~e, 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 fI'om the investment in USTF. 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. 

,, . 



" 

Testimony to the House Foreign Affairs Committee 

Amb~ssador Michael Kantor 

U.S. Trade Representative 


March 2, 1994 

, 

THE CLINTON ADMI~STRATION TRADB POLICY: 

AN UPDATB 


Introduction 

Mr. Chairman, thank you very much. It is a' pleasure to be here 
today to discuss with you several trade iss~esi 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 fo~eign markets and 
expand trade as one of its highest prioritites, and essential to 
the economic health of this country. Trade policy is an importarit 
part of the President's strategy for strengthening the domestic 
economy. 

A little ov'er a year ago, President Clinton entered office, faced 
·with daunti.ng 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 preparing our'nation for 
the 21st century. The President is addressing the -long-term 
issues facing our economy. 

How do we ensure the American 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 skil~ed 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 o~portunities? 

All of the elements of the President'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 ~aking our country more 
prosperous for our children. All of the parts work in tandem, 
each reinfOrcing the other.' . 

An essential element in this strategy is. t6 expand and open 

foreign marke:s, Expanding :rade 'is critical to our ability to 
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compete in the global economy and create high-wage jobs. That is 
why the President spent so much time in 19;93 -- with not only the 
Uruguay Round but also the North American .Free Trade Agreement, 
the establishment of the Japan Framework, the Asia Pacific 
Economic Cooperation conference to facilitate 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, teJLecommunications in Korea, const'ruction 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 cOlmterparts 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 globaleconomy·presents rewards not risks. Our greatest risk 
is in failing to understand the challenge,; Jobs related to trade 
earn, on' a'\rerage, ·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 E!ra. 

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 looking 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 competing 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 
coming century. America leads the world because of our 
imagina~iCln and creat'ivity. ' 

The U~~~ed States, then, is positioned eC9hc~ically, culturally 
and ge:::graphically to reap the benefits ofl. the global economy . 

' 

2 



: : 

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 div~rsity, freedom and' 
tolerance will continue to attract the best' and the brightest 
from around,the world ensuring that we will: never stagna:te as a 
people. 

i , 

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 to expand 
opportunities for the global economy, but insist on a, similar 
responsibility from other countries. ' 

Trade is a t.wo way street. After World War',II, when the American 
economy dominated the world, we opened our~elves up, to help 
other count:ties rebuild. It was one of the wisest steps this 
country eve:t 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 oppor.tunities here 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 inVplved. If a country 
closes itself to U.S. goods and services, they should expect the 
same from us. 

The Uruguay Round 

Mr. Chairman, on December 15, 1993, 117c6untries concluded a 
major agreement to reduce barriers blocking exports to world 
markets (in agriculture, manufactured goods l and services) as 
well as to create a more fair, more comprehensive, more 
effective, and more enforceable set of world trade rules. In 
order to assure the efficient and balanced implementation of the 
agreements reached, they also created a ne,:, World Trade 
Organizati6n (WTO). 

look forward to working with you this spfing as we prepare the 
legislation that will implement the Rou:nd~,which I hope the 
Congress will approve this year. 

The Uruguay Round trade agreement is the largest, most 
c~mprehensive trade agreement in history.: The existing GATT 
system was incomplete; it was not complet~ly reliable; 'and it was 
r.8t servin'3 U. S. interests well. ,.The new agreements open' up 
::-.3Jor areas of trade and provide a dispute settlement system 
·...·::ich will flllow the U. S. to ensure that b.ther countries play by 

3 

, , 

I 



. ; 

the new ruIE~s they have just agreed to. 

The Uruguay Round ensures American workers 'are trading on a two­
way street; that they benefit from this new globalized economy; 
that they cim 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 preparation and another seven 
years of ne90tiations. 

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 enterta.inment 
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 fai!_' 

More import,antly I the final Uruguay Round agreement plays to the 
strengths of the U. S. ' economy, opening world markets, where we are 
most compet.itive. From agriculture to high-tech electronics, to 
pharmaceuti.cals and computer software, to business services, the 
United Stat,es' is uniquely positioned to benefit' from the 
strengthene!d rules ofa Uruguay Round agreement that will apply 
to all of our trading partners. . 

The Uruguay Round is the right agreement at the right 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 implemented. 

This 	historic'agreement will: 

,. 	 cut foreign tariffs on manufactured products by over one 
third, the largest reduction in his~oryi 

• 	 improve the protection for intellectual property of u.s. 

entrepreneurs in industries such as pharmaceuticals, 

entertainment and software from piracy in world markets; 
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• 	 ensure open foreign markets for U.S. exporters of services 
such a.s accounting, advertising, computer services, tourism, 
engineering and construction; . 

• 	 greatly expand export opportunities for U.S. agricultural 
produc::ts by reducing use of export subsidies and by limiting 

. the abil i ty of foreign governments to, block exports .through 
tariffs, quotas, subsidies, and a variety of other domestic 
policies and regulations i i . 

• 	 aSSUrE! that developing countries live. by the same trade 
rules as developed countries and that there will be no free 
ridertJ; . : ' 

• 	 create an effective set of rules for :the prompt settlement 

of dhJputes, thus eliminating shortcomings in the current 

system which allowed countries to drag out the process and 

to blc:)ck judgments they did not like;, and 


• 	 open a· dialogue on trade and environI11ent. 

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; 017 


• 	 erode the sovereignty of the United States to pass its own 

laws. • I 


The Uruguay Round agreement will create a' new organization the 
World Trade Organization -- that will support a fair global 
trading sy:stem into the next century. and ~eplace 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 I;l0t 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 mult"ilateral context. We have improved 
existing trade rules, extended the rules to cover new areas of 
trade, and strengthened the procedures to' enforce the rules. In 
other words, we will· be able to use Section 301 to ensure tha,t 
the multilateral 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'use Section 301 bilaterally. :In addition, we will 
not shrink from using Title VI I to combat unfair trade. 

Notwithstanding tremendous international f~essure to weaken 
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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 subsidies that injure U.S. 
industries. ' 

As in the past, we will identify those trade barriers that have 

the most si.gnificant 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. ~fe are confident we have no shortage of tools. 


, 
While the ,-,orld 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 w9rld. 
They did nc)t cover many areas of trade such as intellectual 
property aild services; they did not provide meaningful rules for 
important clspects of trade such as agriculture; and. they did not 
bring about the prompt se.ttlement 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 among the greatest 
beneficiaries of the system. 

The AgreemEmt Establishing the World Trade' Organization (WTO) 

encompasses the current GATT structure and: extends it to new. 

disciplines that have not been adeqilat;ellycovere'dinthe past. 

The new or!Janization will be more credible, and predictable and 

thus bepefit U.S. trade interests. 


'. '" • ,< ; '. • 

The WTO will help to resolve the wfree riderw problem in the 
world trading system. The WTOsystem is available only to 
countries !t.hat are contracting· parties to the GATT, agree to 
adhere to all of the Uruguay Round agreements, and submit 
schedules of. market access commitments fori ,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 agree~ent. . 

The WTO Agreement establishes a number offnstitutional 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. I 

The WTO will also require developing count:ries - - an increasingly 
important area of U.S. trade -- to follow the same rules as 
everyone else after a transition period. They will no longer 
enjoy the fruits of trade, without accepting responsibility and 
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opening thedr own markets. The WTO will have a strengthened 

dispute set.tlement sy/stem, but will allow us to maintain our 

trade laws and sovereignty. 


The DisputE! Settlement Understanding (DST) creates new procedures 
for settlenlent of disputes arising under any of the Uruguay Round 
agreements. The new system isa significant improvement on the 
existing practice. In short, it will work and it will work fast. 

The process; will be 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 wi thin 16 
months froDl the request for consultatiqns ~ven if there is an 
appeal. P1.lblic access to information 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 pt!riod of time. 

The automatic nature of the new procedures;will vastly improve 
the enforcE~ment 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 al1d the United States will be· able to take trCide 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 'eve~if there is a 
violation of the TRIPS or Services agreements. 

, , 

./ 

The DST includes improvements in providing'access to information 
in the disJ>ute settlement process. Parties, to a dispute must 
provide nOll-confidential summaries of their; panel submissions 
that can bf~ given to the public. In addition, a Member can 
disclose its submissions and positions to the public at any time 
that it cru~ses. 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 pliiYs to the strengths of our economY. 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 SO percent. In an economy increasingly 
rel:i,ant on trade opening markets abroad is absolutely essential 
to our ability to create jobs and foster ec~momic growth here at 
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home. Our Hation's workers are the most prdductive in the world 
and reduced tariffs will enable these workeis to compete on a 
more level 1)laying field. 

Agriculture. U. S. farmers are the envy of ;the world, but too 
often they 'Ilere not able to sell the produdts of their 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 imports and subsidizing 
exports. These same policies have raised prices for consumers 
around the 1~orld. ! 

Th~ uru9uay Round agreements will reform policies that distort 
the world a9ricultural market and international trade in farm 
products. By curbing policies that distort trade, in particular 
export subsidies, the World Trade Organization will open up new 
trade opportunities for efficient and competitive agricultural 
producers like 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, environm~ntal services, 
engineering and tourism. When a company m~kes a product, it 
needs financing, advertising, insurance, c<?Dlputer software, and 
so forth. Competition for these services is now global. We lead 
the world in this·sector with nearly $180 billion in exports 
annually. The WTO will implement new rule~ on trade in services, 
which will ensure our companies and worker~ can compete fairly in 

. the global market. While in certain key areas, such as 
telecommunicat ions 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 MFNtreatment to our 
trading par'tners. 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 fil~, 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, 

copyrights, and trademarks are a growing s9urce of foreign 


'earnings to the U.S. economy. 
. , 

The World Trade Organization will admiriist~r international rules 

to protect Americans from the global counterfeit.ing of their 

creations c'md innovations. These are the' ~reas which represent 

some of the most important U.S. industries, of the future. 

Sc.emming the tide of counterfeiting works to protect U.S. 

companies and workers I particula:!:"ly as U. S ,.' exports of 
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intellectual property goods increase annually. 

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. ; , 

I ' 

The TRIPS a,greement is the first international agreement that 
places stringent limits on,the grant of patent compulsory 
licenses fCir this· critical technology. Under trips, this 
industry's patents covering semiconductor technology and 
semiconductor layout designs can not ,be used for commercial 
purposes without the permission of the patep,t or design 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. Mexico now accords 
about 50% of U.S. exports duty-free treatment. Remaining Mexican 
tariffs on U.S. industrial goods will be p~sed out over ten 
years. 

It is too ~arly to see changes in trade patterns as a result of, 
the NAFTA. But there is strong anecdotal evidence that NAFTA, 
will have Cl positive effect. Already, Zenith's sales of U.S.­
made TV pic:=ture tubes, which benefit from NAFTA rules of orig.in, 
have jumped dramatically, and Zenith has,h~red 300, new workers at 
its Illinois picture tube plant. And Chrysler has -produced the 
first Cherc'>kees for export to Mexico at its Toledo, Ohio, 
assembly plant, to take advantage of NAFTAfs 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 6ornrnissions on labor 
and environment up and running_ Secretary'J(eich and 
Administrator Browner will' be meeting with their counterparts in 
March. ThE~se commissions are an important' first for a trade 
agreement, and represent a significant recpgnition of the 
important relationship of trade issues to labor and environmental 
issues. 

Japan 

Mr. Chairman, let me now bring you up to d~te on the status of 
our negotiations with Japan. As you are we~l aware, Japan is our 
second largest trading partner a:1d the second l~rgest economy in 
the world. But too much of that trade is one-way. As the 
President said the other day, t::e people of, th:s country simply 
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cannot understand why the United States has'a $60 billion trade 
deficit with Japan; why U.S. products whic~are popular and 
competitive around the globe are kept from entering Japan. 
Repairing this bilateral trade relat:i.onship is a key priority 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. «~xports to Japan. That situation has long been 
intolerable J and certainly other administrations have tried to 
fix it. Indeed, it seems like we have had an annual minuet with 
the Japanesl! for the last twenty years: we: would reach agreement 
after agreeinent that sounded good, but little changed and Japan's 
trade surpluses kept growing. 

Last July ill Tokyo, we created a framework. for negotiations 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 nobjective criterian that would result ini 

nt~ngible progress. n . 

This administration has said from the beginning that it is better 
to reach no agreements than bad agreementsithat would merely 
paper over lour 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. 

, , 
I 

, : 
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 nothing-happened, and 
the cycle of bitterness and recrimination ~ontinues. 

Our job is to create jobs and economic oppprtunities for American 
workers and open markets throughout the world is critical for 
t hat to happen. 

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

, 
In fact, this dispute can be seen as a sig,nificant maturing of 
our relaticinship. 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 eire at stake. We will no longer tolerate Japanese 
barriers to U.S. exports. 

, I 

Our negotiations ended three weeks ago. We ,are now assessing all 
options :::l determine how to open Japan's ITi~rkets. 

I 
, . 
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Cellular Agreement Violation 
I ' 

A few days after the breakdown of the framework negotiations, the 
administrat.ion took action in a long-standing case that clearly 
demonstrate!s how the Japanese market remains closed to American 
businesses. Although this case was not associated with the 
unsuccessfui framework negotiations, our <;iecision to take action 
in this case shows our resolve in using all measures to open the 
Japanese milrket. : . 

The United States Government decided on December 2, to make 
I . . 

1993 
a decision by February 15, 1994 as to whether Japan was in 
compliance with the .1989 Third Party Radi<;> and Cellular 
Agreement. 

On that date, I determined ·that Japan.hadyiolated the 1989 
agreement by failing to provide comparable market access to' 
Japan's cellular telephone and network e~ipment 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, ilomany ways, a classic case of the determination of 
Japan to keep its markets closed, particularly to high technology 
foreign products. There is no doubt that: Motorola' s celll~lar . 
phones and network equipment are among the best in the world. In 
the part of Japan where Motorola hCi$':.lllCirke,t acdesl:;, a·.systern 
using its technology has achieved great s\lccess. That system has 
more than 438,500 subscribers. But the Motorola'system has been 
effectively shut out of the cr.itical.Tokyo market, particularly 
at a time when Japanese manufacturers were trying_to develop 
products competitive with Motorola's. In fact, the system using 
Motorola technology in the Tokyo market h;as only 12.,800 
subscribers. Clearly, Motorola has lost hundreds' of millions of 
dollars in sales opportuni ties. I

I , 

In an agreement embodied in a series of l'etters between 1985 and 
1987, the Government of Japan committed t:o a series of steps to 
open the Japanese market to foreign 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. i~ violation of its 
obligations under that agreement under Section 1377, published a 
preliminaIY retaliation list for public. comment, and held a 
public hea.ring. 

Just prior to ,the deadline for impositio~.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, 
Japa~ designated, by name, a cellular telephone operator to 
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install the Motorola system. By doing so, . Japan also assumed the 
responsibility of ensuring that the operator performed. That 
operator, CiS 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 a9reement. 

We plan, by March 17th, to announce for public comment a list of 
proposed ttade actions. 

China i , 

China's market is the second fastest growing 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. E'liminating 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 companies 
receive comparable access to China' s marke~. 

Although soine problems' remain, 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. 

Specifically, China eliminated on, schedule ,import 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 
-- includin9 greatly simplifying the proceS$ 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 cased on scientific justifications -- and USTR'ar;.d 
USDA negotia,tors are now holding 'discussionsl with the Chinese. In 
addition, we r:ave i::1formed the Chinese that' 'we expect significant 
liberalization of quantitative restrictions, in 1994 ,on the 
remaining p:::od'.;:cts on the annex to the Agre~ment 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 gives us the flexibility 
to move to immediate retaliation if we believe the Chinese are in 
violation of the agreement. 

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

,has been agricultural products such as whea~, fertilizer, and 
wood products. I expect China's market for agricultural products 
to grow rapidly over the next few years as the Chine~e lift 
restrictions on a broad range of agricultural products in markets 
typically heavily protected. 

Yet the composition of our trade is changing 1n reflection of the 
growing soph.istication of China's own market. The Chinese are 
buying more high-tech products, largely in industries where we 
have a competitive advantage: electronics, machinery, 
telecommunications equipment, medical techn91ogy, oilfield and 
gas machine:ry, and auto parts.. Last year, ai;rcraft 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 
Nati,on status to specific conditions on human rights, while . 
making use elf other tools available to us in, the areas of trade 
and non-proliferation. The standards set by,the President on 
h'!J,man rightsl must be, met for MPH to be extended for another year .. 

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 la\'l1s and regulations however, is virtually non­I 

existent'. 

There are many examples of IPR piracy in China, but perhaps the 
most egregic)us is infringement on a'mass scale of foreign CDs and 
laser disks. There are 26 factories in the south of China with a 
production (:apacity of over SO million CDs- - in a domestic 
market of roughly 2 million -- and they are already beginning to 
flood southE!ast Asia with their pirated pro?ucts. 

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 I USTl~ will elevate China to Priority, Foreign Country 
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status in April and commence a Special 301 ,investigation shortly 
thereafter. 

Conclusion 

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 prospe~ity for the years 

ahead and into the next century. 


When I was young, everyone ,assumed we woul~ do better than our 
parents, aIld our children would do better t;.han 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 f irt;t without withdrawing from the world and people beyond 
our border£;. n ' , 

Trade is n(>t abstract. Our success - - or failure in opening 

marke.ts, and creating new opportunities will be felt at the 

workplace, and in people's,homes. ' 


'Our succeS£3 will be felt by the worker on t;.he assembly line, 
building tE!lecommunications equipment for China or Mexico. It 
will be felt by the worker producing medicine and medical 
equipment for countries around the globe. ~t will be felt by the 
farmer, who is at last able to sell. rice i~Japan. ' 

It is felt by the software engineer, who can feel his or her 

computer pj:-ograms are protected from piracy, with strengthened 

intellectucil property rules. 


And our suc::cess will 'be felt by the millions of workers in jobs 

not directly 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. tt forces us to compete. It connects us with new 

customers. It promotes global growth without which no rich 


,country call hope to grow weal thier ." , 
I 

Last year, President Clinton challenged us~ "In the face of all 

the pressures to do the reverse, 11 he said, ,"we must co;npete not 

retreat. " 


We are meet:ing that challenge -~by facing 'up to our problems, 

here at' hoine, <;lnd competing abroad. 
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STATEMENT OF AMBASSADOR MICKEY KANTOR 
OU 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 bas been to 
open markets and expand trade. We believe' that manufactured 
goods, serv:lces and agricultural products made in the United 
states can c::ompete anywhere in the world--'-as long as the markets 
of other countries.provide us with the opportunity to compete 
fairly. Weare committed to breaking down~trade barriers: 
multilateraJLlywhere possible, bilaterally:where necessary. 

rt is this market opening thrust that connects the 
completion ttf the Uruguay Round, the implementation of NAFTA, our 
expanding relations with APEC, intellectual:property rights 
protection 1.n a number of countries, our e~forts to forge a more 
balanced tradinq relationship with Japan, and our successes with 
respect to h.eavy electrical equipment in Europe; . 
telecommunications in Korea, construction ill Japan, and a broad 
range of industrial products in China. 

To complement our market openinq efforts around the 
world, and to help establish trade priorities, the President has 
asked me to announce that he is today siqnil'lg an executive order 
reinstating, the trade law provisions known as Super 30i• 

• ':. • • j • ..;"''t''' .... ~-. ....-;.... 

Prlesident Clinton f.frst endorsed Super 301 as a strong 
]!larket openil!'lg tool in a speech at Georgetown University on 
November 20, 1991. He pledged to restore Super 301 during his 
election campaign and ~ince he assumed office. From the day this 
Administrati(ln began, I have on numerous occasions repeated the 
AdministratiC:>n's view that super 301 worked' to open foreiqn
markets and should be reinstituted. Bytoday's action, we are 
doing so. 

It should be clearly understood: ve are not designating 
or identifying any practice of any country today. Rather, we 
are putting in place the Super 301 procedure. Under this 
Executive Ord.er,· the Trade Representative will identify in 1994 
and 1995 those "priority foreign· country pra:ctices," the 
elimination of which have the greatest poten'tial for the 
expansion of U. S. exports. The identificati,on vill actually 
occur on Septe~er 30th, six months after, the issuance of the 
annual National Trade Estimate report on Mar~h 31. 

Twenty-one days after identification, the priority 
foreign country practices will.become the subject of . 



investigatic::ms 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 appropriate cases, 
compensation for the damage. done by the practices. 

If no agreement is reached, the in~estigation will· 
continue. l~ere the foreign practices at issue constitute 
violations i:>f trade agree~ents, 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 c:>f the investigation, the Trade:Representative will 
have to determine if the practices are actionable under Section 
301 and,· if so,' what action he should take in response to them. 
Trade actiol'l could result if the practices :are not eliminated. 

Let me be clear about how this Executive Order fits into 
.our market ()pening 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 lifill review many, 
barriers in many countries, it will also provide 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 eliminab~ some of the moresiqnificant barriers facing our 
exports. Bllt our trading partners will know that on September , 
30, we will identify those "priority foreign country practices"-­
-the most· st!rious barriers to u.s. products : arid services--...which 

. will become the subject of investigation under section 301 • 
.­

---The EXecutive Order signed today is a flexible 
instrument. For example, it permits the Trade Representative to 
send our.trClding partners an early warning that certain of their 
practices milY be identified in th~ future if they are not 
eliminated. It also provides that the Trade Representative can 
exclude fornign country practices which might otherwise be 
"priority" because they are· already being addressed by provisions 
of U. s. trade law, existing bilateral trade agreements or in 
trade negotiations,· and progress is being .ade toward their 
elimina:tion., This provision underscores o.ur intent to use this· 
Executive OJ~der 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 
accomplished our goal. But no one should doubt our commitment to 
keep moving forward, opening markets and expanding trade, as we 
have done ~ince President Clinton took office. 
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History of the nSuper 301"; Process 

The Super 301 process, which was required,by statute in 1989 and 
1990, required the Administration to ident;:ify "trade 
liberalization priorities," including "priority countries" and 
"priority practices," the elimination of which was likely to have 
~the most significant potential to increa~e United States 
exports, either directly or through the establishment of a 
beneficial 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 
investigat:Lons") on every priority practi~e of each priority 
country. 

Super 301 in 1989 and 1990 

In 1989, six priority practices in three ~riority countries 
(Japan, India and Brazil) 'were identified: (1) import bans and 
other import licensing restrictions ,in Bra:zil; (2) government 
procurement, of foreign satellites by Japani(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 market barriers in India. 

I' 

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 invol'/'ing its practices. 

During the months leading up to Super 301 identifications in 
1989, bilateral negotiations with Korea resulted in agreements to 
libe~alize conditions for foreign investment and to eliminate 
import bans and other measures to protect local production. In 
addition, slome 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 Korea nor Taiwan were, identified aE1 priority countries. 

In 1990, US'rR identified the Uruguay Round ,as its top trade 
liberalization priority, and re-identified India and India's two 
practices af~ 'priorities under the statute. : No new section 301 
investigations were initiated, since we'were pursuing investment 
and insurance barriers with India in the Round. 

, : 
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Super 301 Under the Executive Order 

In 1994 and 1995, the USTR will submit its report: on priority 
foreign country practices no later than September 30, and w.ithin 
21 days of submitting that report, USTR will initiate s~ction 301 
investigations with respect to all priorit:y foreign country 
practices identified. 

Section 301 Investigations 

A section 301 investigation includes fact-finding, consultations 
with the aff~cted domestic indus.try, and consultations with the 

.foreign gov'ernment involved. Where a trade agreement, such as 
the GATT, is involved,. the USTR requests dispute settlement 
proceedings under that agreement, if applici:lble. During the 
investigation the USTR will seek to negotiate agreements which 
provide for the elimination of, or compensation for, the practice
concerned. ' ' . 

In every section 301 investigation, including those initiated as 
·a'result of Super 301, if no agreement is reached, the.USTR must 
determine whether the practice under investigation is actionable 
under section 301'-- i.e, violates a trade 'agreement, or is . 
unjustifiable, unreasonable, or discriminatory and burdens or 
restricts u.S. commerce. If the practice is deemed actionable, 
the USTR must a,lse determine what retaliatory action, if any, 
should be t~ken under section j01. ~ 

i 
• I 

The timing of these determinations depends ~on the type of 

practice involved. The determinations in trade agreement 

investigati(ms must be made either 30 days after the conclusion 

of dispute settlement proceedings, or 18mdnths after initiating 

the investi~Jation, whichever is earlier. In investigations of 

practices not involving the violation' of a ,trade agreement, the 

determinaticms must be made 12 months after ,initiating the 

investigation. 
 I 

I. 

Where a trade agreement is violated,. the US~R is required to 
retaliate unless a specific statutorY exception applies. Where 
there is no violation of a trade agreement or other international' 
obligation, the USTR has discretion in.deci~ing whether to 
retaliate. ' 

Section 301 gives the USTR broad authority to retaliate, subject· 

to the direction of the President. Retalia~ory 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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