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Mr. Chairman, I appreciate your invitation to appear before
you to present the Fiscal Year 1995 appropriation request for the
Office of the United States Trade Representatlve

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 1mportant tasks that -
lie ahead.

1993 Acbomglishments

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

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

following:

. After years of indlock, we concluded the Urdguay 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 gleobal trading system into the nsxt
century;

L 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, Canaca, ancd the United States --
wiich provided a jump-srart for the Urugvay Round, and
agreed to establish with Japan the Framework for:a, New..
Zconomic Parcnership to achieve refer: in Japan’s economu
open the Japanese market and correct macroeconomic
impalances which irnibit glebal growo. and prosperity
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Asia-Pacific Economic Cooperation, which will lead to

expanded trade in the region; /

® We negotiated key agreements which opened previously closed
markets to U.S. companies -- a heavy electrical equipment
agreement with Europe, a construction agreement with Japan, -
and a telecommunications agreement with Korea -- which
represent a further step in cur effort to create jobs and
foster growth; and ' .

® We negotiated dozens of bilateral agreements with countries
from Cyprus to Venezuela that help ensure 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 reviving the American
Dream, and these steps are integral to that effort. '

FY 1994 and FY 1995 Agenda

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

Uruguay Round

The Uruguay Round agreement reached in December by no means
ends the work we must do. Several critical tasks lie ahead.
_First, after we work with the Congress to ratify the Uruguay

Round this year, we must get.the new world trade organization up
and running.

Second, we have a golden opportunity to negotiate market
access with countries. seeking accession to the WTO, :including
China, Taiwan, Saudi Arabia and many of the new republics from
the former Soviet Union. ,

And thlrd we want to look at a new agenda in trade, which

."‘fshbuld be ‘fostered by the new World Trade Organlzatlon but. neeasf&;

ro.ze sustaired through bilateral ani regicnal zlllances as we

. "build toward a truly worlid trad¢ng system. We aiso need to build
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Japan

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

Under the Framework, we had gr-ad with the Government of
Japan to pursue trade agreements whi:-h 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 pr1nc1ples in a meaningful
way. For our part, we declined to conclude agreements without
these pr1nc1ples. out of concern that any such agreements would
be cosmetic and fail to lead to real change in the Japanese
market. Too many of our past trade agreements have fallen into
this pattern. :

At present, we are assessing the appropriateness of the
Framework in serving as the primary forum for addressing our
trade policy concerns with Japan. We are also examining other
options, including those. prov1ded 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 determinaticn under section 1377 of the
Omnibus Trade and Competitiveness Act of 1988 that Japan had not
‘complied with a 1989 agreement to open its cellular telephone
market to foreign manufacturers. This action resulted from a
clear-cut failure of Japan to live up to a series of agreements
dating back to 1986 and span two trade agreements and a
commercial understanding. We are now in the process of drawlng
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 quantltatzve barriers on
about 256 items and goods, but they are not opening up in
agriculture as fast as we would like. Last month, we reached a
textile agreement with the Chinese and we need to make sure that
this is enforced, to stop the transshipment of textiles and
apparel. circumventing bnth U.S. law and international law.

China wants GATT acce551on and in order to achieve that the
“himzzs nesed to work with the United Ststas and othe*s'uo mak~
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It is the one region in the world where we have a large trade
surplus because they are importing huge amounts of capital and
other goods in order to build their 1ndustr1es and thelr
economies.

That is 1mportant for us as we try to build on to the NA."-"I'A
. We will use a "building block" approach, using bilateral
~agreements as well as the NAFTA, to try to build an expanded
‘trade zone in the hemisphere.

It is incredibly important that we not rest on our laurels
with the NAFTA, and that we not fcrget that living south of
Mexico are about 320 million people in the second fastest growing
economic rpglon 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 tr2

area of trade. We have 1ssues -- such as the broadcast directive
and opening up the telecommunications market, which is about 20 -

billion dollars a year -- which we will address.
General:.zed System of Preferences |

We plan to seek legislative renewal: of the successful.
Generalized System of Preferences program. Authority for GSP
ends on September 30, 1994, and we will propose an extension that
expands benefits for the, least developed countries, while
retaining conditionality and lowering the thresholds for product
and country renewal for other benef1c:1ar1es.

APEC

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

Other Agenda Issues 1 -

SO g e negotlate bilaterally a:d mult-iiaterall‘v"'f:d’ope'?n“ ‘new

markets and eliminate trade tarrie s, we will alsc work hard “or
a bet:er envwonment for better workers’ rights and enhanced

r stanizras.
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effectively block U.S. exports have an impact on trade. Through
Fiscal Year 1995 and into the future, we are going to have to
look at all of these issues, as well as continuing trade issues
like investment, intellectual property and illicit payments. As
we negotiate trade agreements and work through the newly
established World Trade Organization and the OECD, we will work
for improvements in each of these areas.

FY 1995 Budget Rqugég,,

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.

We are requesting today an FY 1995 budget which allows USTR
to capitalize on the opportunities and challenges before us, yet
which also carries out the President’'s program 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 $225,000 funding decrease is a net reduction resulting
from a number of cffsettlng factors. Highlights of these changes
are: . C
t* 3 $228,000 increase for a new Tied Aid program, to be
administered by the Department of State, but financed by
Federal trade and foreign affairs agencies, like USTR;

** 3 $501,000 decrease in travel and transportation expenses,
reflecting the extraordinarily busy travel demands in FY
1994, and the return to more traditional levels in FY 1995;

** 3 $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); Co

*r g $412 000 net decrease in office rent and other
administrative overhc2d (parrially cffser by rising costs
from inflation), which is part of our ongoing efforts to
curb adminiscrative expenses; and

00" reducticn from personnel szings that sTam
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Conclusion

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

I would be remiss if I did. not mention this morning that in
my opinion the American taxpayer gets no better "bang for the
- buck” than from the investment in USTR 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 ssen in
Government or the private sector, and there is no doutt 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. : A

This concludes my statement and I would be pleased to answer
any dquestions you have. :



Testimony of Ambassador Michael Kantor
Status of U.S. - Japan Trade Relations
Subcommittee on Trade
Committee on Ways and Means

March 15, 1994

" Mr. Chairman, I am pleased to be here this morning to discuss

with you the status of the U.S. - Japan trade relationship. The
bilateral economic relationship with Japan is the most important
in the world for the United States and also for the world economy
and for the world trading system. That is why this relationship,
together with NAFTA and completion of the Uruguay Round, has
ranked as a top trade priority from the outset of this
Administration. 1In all of these areas, our formula has been
simple and consistent. The U.S. is committed to achieving
greater economic growth at home and abroad through opening
foreign markets to trade and investment.

The President himself underscored the importance of Japan’s"trade

~relationship with the United States and the world during the

visit to Washington of Prime Minister Hosokawa last month. He
noted that as the world’s second largest market, Japan is a vital
potential partner in our efforts to boost global growth. As the
President alsc stated, Japan remains less open to imports than
does any other member of the G-7 group of 1ndustr1allzed
countries.

The President made these remarks during a press conference with'
Prime Minister Hosokawa on February 11. The comments of the two
leaders focussed primarily on the inability of U.S. and Japanese
negotiators to resolve a set of negotiations on fdur sectors
which had been taking place under the U.S. - Japan Framework
Agreement over the previous six months. I was personally engaged
in the effort to bring these negotiations to a successful '
conclusion, together with Japanese Foreign Minister Hata, until
4:30 am on the day of the meeting between President Clinton and
Prime Minister Hosokawa. The Administration decided against the
alternative of concluding last minute agreements that would have
glossed over our differences with Japan on the need for Japan to
take credible action to address its global trade imbalances. It
was a serious decision, but as the President said, the issues
between Japan and the United States are so important for our own
nations and for the rest of the world that it was better to have
reached no agreements than to have reached empty and ineffective
ayreements. : . . .

At this juncture, it is important that we review .the dimensions
of Japan’s eccnomic asymmetries; the cost of these asymmetries to
the U.S. and to all trading nations; and how we are trying to
deal with these issues under the Framework. I would also like to
take this opportunity to discuss the status of some specific
sectoral issues with you, notably the determination that Japan



had not complied with the 1989 Third Party Radio and Cellular
Arrangement and the resolution of this issue.

This Administration has great respect for the tremendous advances
in the Japanese economy since the end of the Second World War.
American firms have gained much from the example of Japanese
manufacturing techniques. We must recognize, however, that the
Japanese "economic miracle" was not achieved without cost. In
recent years, these costs have been borne in part by Japan'’'s
trading partners, who faced rising deficits and formidable
Japanese market access barriers; and in part by Japan’s
consumers population, who tolerated enormous price differentials
in the name of providing a secure domestic market from which to
boost the overseas competitiveness of Japan’'s export industries.
Japan’s trading partners, and many Japanese, believe that it is
no longer appropriate for Japan to impose these costs at home and
abroad now that the Japanese economy is the world’s second
largest.

In the last two or three years of weak world growth, Japan’s
large current account surpluses have served to remove stimulus
from the economies of some of Japan’s trading partners, including
the United States. Last year,. this surplus reached 131 billion
dollars, or about 3 percent of Japan’s gross domestic product.
This surplus is a major asymmetry in the world economy today. It
serves as a drag on global demand and slows the pace of economic
expansion and jOb growth in other nations. It has been estimated
that a decline in this surplus to its still-high level of about 2
percent of Japan’s GDP would mean an additional 50 billion
dollars in demand for goods and services from Japan’s trading
partners. The U.S. economy could realize up to 15 billion
dollars of exports from such a shift; that could represent as
many as 300,000 American jobs.

I am also deeply concerned by another measure of the burden
Japan's economic imbalances place on the world economy; Japan’s
persistent lack of receptivity to the import of manufactured
goods. Expressed as a share of gross domestic product, Japan’s
manufactured imports stood at only three percent in 1992, a -
figure less than half that of the United States and only about a
third to a sixth of that of the remaining members of the G-7.

Put another way, Japan’s consumptlon of 1mported manufactures as
share of total manufactures in the economy is about six percent
In the U.S. and Germany, this figure is about 15 percent.

Japan’'s lack of receptivity to foreign direct investment also
sharply affects its imports of foreign manufacturers. In 1991,
Japan’s share of the total world stock of inward direct :
investment was 0.7 percent, as compared to the 22 percent hosted
by the U.3. and the almost 40 percent based in the European
Community. The huge impact of this extraordinary imbalance on
trade flows is apparent when looking at the relationship between
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trade and investment in the context of Japanese investment in the
U.S. Approximately 75 percent of Japanese imports to the U.S.
are bought by the U.S. affiliates of Japanese companies. The
vast discrepancy in investment stock in Japan limits U.S. and
foreign firms use of this channel to boost exports to Japan.

Among the G-7 nations, indeed, even when compared to some newly
industrialized countries, Japan also ranks consistently low in
measures of intra-industry trade. Intra-industry trade refers to
the propensity of most industrialized economies to import
products similar to the products they export. One measure of
intra-industry trade based on 1990 data calculated that 58
percent of Japan’s trade were exports and imports within the same
product category. The comparable figure for the U.S. was 83
percent, those of other members of the G-7 ranged up to 79
percent. Japan’s lower level of intra-industry trade is a factor
consistent with other evidence pointing to relatlvely closed"
Japanese markets.

Low foreign market share in some key high technology sectors may
be a reflection of this problem. For example, the foreign share
of Japan’'s market for telecommunications. equipment in 1991 was
five percent. In 'the U.S., this figure was 28 percent. ' Among
the other members of the G-7 , this number ranges from 11 to 38
percent. In semiconductors, the foreign share of Japan’s market
was 18.1 percent in the third quarter of 1993. ' In the United:
States, foreign share is about 30 percent. In the EC it is about
64 percent. Such low foreign market share levels may be an
-indicator of trade barriers in place around specific industries;
they are a sign that Japanese manufacturers enjoy a relatively
safe home market, and that Japanese consumers are denied the
price benefits to be found in a market open. to products from
foreign producers. : :

Japan’s sectoral barriers against foreign products and services
raise problems for the U.S. quite apart from any concerns over
our bilateral trade deficit. They affect our domestic economy by
restricting the composition of our trade with Japan; by limiting
the sectors to which we can and cannot export. These practices
deny the U.S. and other foreign countries the benefits to be
expected under an open global trading system. Output and jobs in
our most competitive sectors -- high technology and others -- are
lower than they would otherw1se be because of Japanese practlces

This is obv1ously unacceptable to this Admlnlstratlon, as it
should be to any Administration, which places a very strong,
emphasis on building competitiveness. Such a policy cannot fully
succeed if the Japanese market; our largest potential export
markst in many important sectors, 1is selectively closed tc our
exports. In fact, even if our bilateral trade numbers with Japan
were reversed, that is, if we were running a major trade surplus
with Japan, we would still have to address these sector specific

3



barriers in the Japanese economy in order to enhance the quality
of our exports and export related jobs.

This Administration recognized from the outset that both of 'these
economic imbalances, Japan’s multilateral currerit account surplus
and its sectoral and structural barriers to imports, required an
immediate response. Our drive to address both issues was
reflected in the U.S. - Japan Framework Agreement, agreed to by
President Clinton and then Prime Minister Miyazawa in Tokyo in
July 1993.

Under the Framework, on the macroeconomic 31de, the United States
promised to reduce its budget deficits and improve its
competitiveness: We pledged to keep our markets open. It is
beyond argument that the United States has kept these
‘commitments, and the result has been strong growth and jobs.

" For its part, Japan committed to pursue objectlves promoting
sustained demand-led growth and increased market access for
competitive foreign goods leading to a highly significant
decrease in its current account surplus over the medium. term, and
to promote a significant increase in global imports of goods and
services. @Given Japan’s present policies, it remains to be seen
whether it will realize the "highly significant decrease" in the
current -account surplus as called for in the Framework. The
macroeconomic dialogue is being conducted 1argely in the context
of ongoing G-7 discussions, under the ausplces of my colleague
Secretary Bentsen. :

The Office of the USTR has been primarily concerned with the
sectoral and structural aspects of the Framework. In particular,
as I noted earlier, from September 19393 until the early morning
- of February 11, 1994, USTR and other agencies, particularly the
Department of Commerce, were engaged in an intensive series of
negotiations to reach new agreements in four sectors designated
as priorities under the Framework. These sectors are Japanese
Government procurement of telecommunications and medical
technology; insurance; and automobiles and auto parts. In
parallel to these talks, discussions in other areas of the
Framework, such as deregulation and anti-competitive practices,
foreign investment in Japan and concerns over Japan’s inadequate
protection of intellectual property, were also under way on-a
less intensive basis with a deadline for completion in July.

" These four priority sectors are each very different, and I would'

be reluctant to oversxmpllfy the degree to which all four

negotiations tr=acked zach other. In generzl, hcocwever, what we

" sought from the Japanese in each sector was procedural reform

that would lead to significant increases in access and sales in
Japan of competitive foreign goods and services in these sectors:

" "tangible progress" in the language of the Framework. In plain

language, we wanted results. Also as we had agreed to under the

4



Framework, we sought objective criteria, both quantitative and
qualitative, as a means of measuring the success of the
agreements. Finally, the agreements reached under the Framework
would ke on a most favored nation basis; the dividends of
increasing openness would be available all of Japan’s trading
partners who are competitive vendors in these sectors

Throughout the intensive negotiations, while some limited ‘
progress was made on proceduras and process, Japanese negotiators.
failed to acknowledge in any meaningful way these key principles
that our heads of state had agreed to last July -- results
orientation, that is, the need for tangible progress -- and
measurement through the use of objective criteria.

The Japanese. negotlatlng p051t10n on these issues was confined
essentially to one statement: "no numerical targets". In
uttering this statement again and again, attempted to label the
U.S. position as a call for managed trade. Nothing can be
. further from the truth. First, our goal, and here we are in
agreement with Prime Minister Hosokawa and many voices in Japan,
is to unmanage the most managed economy in the industrialized
world. Second, under our Framework talks, we never sought
numerical targets as the Japanese were suggesting. We never
sought a single, fixed market share goal to be achieved by a
given deadline. Rather we were looking for a set of qualitative
and quantitative criteria, that, in the aggregate, would permit
us to assess 1mplementatlon of an agreement. The Japanese
approach, was, in essence, to deny that the term "quantitative
crlterla“ had any bearing on the Framéwork talks. =

The Framework established: the February 11 meeting between the
President and Prime Minister Hosokawa as the date_ for reaching
these four new agreements. In the weeks leading up to this
deadline, we attempted to engage senior Japanese political
leaders in an effort to convince the Japanese to acknowledge the
key Framework principles in a manner that would enable us to
bring the negotiations to a satisfactory conclusion. Secretary
Bentsen visited Tokyo on January 23 enroute home from China. He
conveyed a desire to see the talks conclude successfully, but
also delivered a message of U.S. resolve. Secretary Bentsen
noted that to be successful, the agreements reached under the
Framework had to be Credible, and to be credible, they had to
vield real change. in the Japanese market. -

I visited Tokyo during the first week in February, where I
reiterated this message with the Japanese Prime Minister, members
of his cabinet, and senior political leaders. With hours left
until the Clinton - Hosokawa meeting, I continued to work with
Foreign Minister Hata in an effort to get the Government of Japan
to embody in the agreements what they had already agre=d to in
the Framework. It was the inability of the Japanese Government,
at any level, to take this step, which led to the impasse in the

5



talks announced by the President.

On March 12, I announced that the United States and Japan had
reached a results-oriented agreement that will provide U.S.
cellular telephone systems comparable market access to Japan. As
a result of this agreement, I am suspending further action under
my February 15 determination under section. 1377 of the Omnibus
Trade and Competitiveness Act of 1988 that Japan had not complied
with the 1989 agreement to open its cellular telephone market to
'U.S. manufacturers of cellular telephone equipment. The L
determination will be terminated in 30 days upon completion of a
detailed deployment plan for the system :

The announcement was the result of the determination on February
15 concerning. the failure of the Japanese government to honor the
cellular telephone agreement and had no direct relationship to

the Clinton - Hosokawa meeting of the previous week; in fact, we
had decided on the date of the announcement as early as December.
But I think that the circumstances surrounding the determination,
and the agreement that was reached last weekend, illustrate some
of the sectoral barriers we are trying to address in the '
Framework, and support the Administration’s approach to our trade

agenda with Japan.

'

The determination resulted from a clear-cut failure of Japan to
live up to a commitment to grant U.S. industry "comparable
access" to the Japanese market under the Third Party Radio and
Cellular Agreement. In fact, our efforts to address market
access barriers in this sector spanned almost a decade and
included two trade agreements and a commercial understanding.
While "comparable access" was pledged, the Japanese Government
consistently supported actions which impeded such progress. Most
notable was the forced selection of a Japanese firm to develop a
system in the Tokyo - Nagoya area of Japan, using Motorola’'s
technology, when the Japanese firm in question already had a

- major investment in the construction and subscription of a
competing Japanese system.

While the Japanese firm completed construction of the competing
system, construction of the system using Motorcla technology
languished, with the Japanese partner refusing even to take
delivery of necessary equipment for two years. At the time of
the determination, this behavior had led to the virtual exclusion
of U.S. industry from the Tokyo - Nagoya market, a market
equivalent in size to that of the Washington - Boston corridor in
the U.S. -With only about 40 percent of the promised area
covered, the Mocorola based system had veen able tc siygn up oaly
about 12,000 subscribers, as against 1.2 million for the fully
completed competing systems in the same region, including 308,000
for the competing system built by Motorola s partner in this 111
fated shotgun marrlage



Following the determination, in accordance with the 1377 process,
we began to develop a list of Japanese products on which to levy
sanctions equivalent to the lost sales to U.S. industry as a’
result of the market barriers. 1In this case, these lost sales.
were in the hundreds of millions of dollars. I had announced
that'we would publish this draft list for public comment by March
17. Sanctions would have been imposed following this comment
period had the situation not been otherwise resolved.

We encouraged the companies involved to seek a resolution that
would adequately redress the problem, and we engaged the
Government of Japan in order to ensure that the responsible
ministries would monitor and- oversee the construction of the
system, and ensure compliance with the quarterly schedule of
actions. Through the extremely hard work of all parties,
including an extraordinary effort by Ambassador Mondale in Tokyo
and Ambassador Barshefsky in Washington, a satisfactory solution
was reached.

Our experiences in this sector reflect broadly on the
frustrations we have encountered in our past bilateral trade
experiences with Japan and our determination to pursue results

- oriented agreements, subject to objective evaluation, under the
Framework. After ten years and two trade agreements and a major
commercial understanding in the same area of the '
telecommunications sector, ‘we were still compelled to initiate
trade action in this case. Key aspects of the 1989 agreement
lent themselves to delay and ambiguity in their implementation by
the Government of Japan. Use of criteria, such as those proposed
"within the Framework, might well have averted this latest episode
of tension in our trade relationship with Japan.

Accordingly, the March 12 U.S. - Japan Arrangement” on Cellular
Telephone Systems is a results-oriented agreement which links
comparable access to the Japanese market to a specific,
verifiable schedule of quarterly commitments. It specifies such
terms as:

-~ A plan containing a schedule of quarterly commitments
on the riumbers of base stations and voice channels and
the ratios of population coverage.

-- A deployment plan to be completed within 30 days

setting out the precise geographic location of each

.base station in the Tokyo- Nagoya area.

. " .

These Vomm1tmento will ylb*d 152 new basa stations, containing
9900 additional voice channels. These commitments will ensure
coverage cof 95 percent of the key Tokyo- Nagoya market by Decenber
1985.



We did not call for pledges of a fixed numerical market share for
U.S. industry in this sector. But we do have a step-by-step plan
of action associated with specific and measurable actions by the
Government of Japan and the Japanese commercial entities.
invoulved. This_agreement validates the results-oriented approach
we are pursuing under the Framework. It demonstrates that the
U.S. and Japanese Government can work together to achieve
tangible results in terms of increased market access in Japan.

It highlights the work we have yet to do in other sectors.

Another long-standing dispute with Japan that was resolved
recently involved foreign access to the Japanese public sector
construction market. In that case, I had determined under Title
VII of the 1988 Trade Act that Japan was discriminating against
U.S. firms in its public works procurement. However, in January,
based upon Japan’s new action plan to reform its bidding
procedures for public works and an exchange of letters between
the two governments, I determined that sanctions were not
necessary. Under the new agreement, Japan committed to make
major improvements in its procurements of public works.

The new procedures, which Japan will begin to implement on April
1, 1994, will significantly expand access of U.S. and other
foreign firms to one of the world’s largest construction markets.
In 1993, contracts in that sector exceeded $300 billion. Under.
the existing U.S. - Japan Major Projects Arrangements, U.S. firms
had limited access only to 36 public works projects in Japan.

The U.S. and Japan will jointly monitor and assess the
1mplementatlon of the Action Plan and resolve issues ‘that arise
under it

A cycle of ineffective, sometimes cosmetlc, trade agreements; lay
at the Heart of the cellular. telephone and constriction issues,
to name a few. - This cycle serves to defer rather than resolve
our bilatersl trade problems, and it is both frustrating and
potentially damaging to our overall relationship with Japan. We
have signed over 30 trade agreements with Japan since 1980, and .
despite that we have had to come back to the negotiating table
again and again, often in a sector in which we already have an
operative agreement. I do not mean to say that every one of .
these 30 plus agreements has been completely unsuccessful. We can
point to some clear succegses, such as the Semiconductor
Arrangement, although we have some concerns over this sector that
I will go into later in my testimony. While the Japanese are
anxious to cdownplay the effectiveness of this agreement for
reasons of their own, the Arrangement did lead to the achlevement
of a 26 perceni foreign murket share Ly the snd of 1922, and
close and productive ties between the U.S. and Japanese
industries which make both sides stronger and more competitive.
We could also moint to agreements in, third party radio, and
satellite sectors as success stories. :
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Still, when we look at the body of past trade agreements, it is
too easy to come up with examples where the results of a given
agreement have not translated into the expected gains in. the
market. For example, in the glass sector, Japan made commitments
in 1992 under the Global Partnership Plan of Action aimed at
increasing the foreign share of Japan’s consumption of flat
glass. 1In 1991, the foreign share of this market was about 5.1
percent. By the end of 1993, this share had fallen to about 3.5
percent. We also have a 1992 agreement calling for an increase
in market access for foreign firms to Japan’s 32 billion dollar
market for primary paper and paperboard products. In 1991, prior
to the agreement, foreign share of this lucrative market was only
3.7 percent. As of 1993, this share held stagnant at about 4
percent. We also have ongoing concerns as to the way Japan is
implementing several other agreements, including those covering
wood, supercomputers and amorphous metals, to name a few.

Some agreements show mixed results. For example, under the 1992
computer agreement, the Japanese Government committed to expand
procurements of competitive foreign computer products and
services in Japan. The data we reviewed with the Japanese
Government in December of last year showed that although quasi-
governmental entities in Japan increased their purchases of
foreign computer products from 9.2 percent in 1991 to 25.4
percent in 1992, foreign computer companies’ share of the
Japanese national government market had decreased over the same
period from 4 percent to 3.7 percent. We are particularly
concerned with this development given that the national
government is the largest and only rapidly growing segment of the
Japanese computer products market. The thrust of our future
efforts to ensure full implementation of this agreement will
center on further efforts by the Japanese Government to open this
important segment of the market.

You even have to look at the success stories with some care. For
example, in the wake of our 1988 agreement on beef, imports have
risen to about 40 percent of consumption. But there is still a
tariff of 50 percent, which will gradually be reduced to 38.5
percent, by the year 2000, six years from now. It took us
decades of negotiation to reach the beef agreement. We had an
accord in 1979 which was supposed to resolve this issue once and
for all. Thus, from a broader perspectlve, even this admlttedly
successful aqreement cannot be glven full marks.

As I said betore, the Semiconductor Arrangement is also one of
our success storiesg, but we need to remember the difficulties
experienced in the implementation of this agreemeni and the that
"the imprcved market access promised in the agreement has been
achieved only with great effort. After finally achieving a 20
percent market share in the fourth quarter of 1932, we have seen
three quarters of consecutive decline. Our concern with this
downward trend led us to request emergency negotiations with -

9
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Japan, which were held on January 19. We were extremely
disappointed with the outcome of these talks. Japan initially
‘refused to acknowledge the seriousness of the market access
situation. Furthermore, they were unwilling to commit to-
concrete actions to improve the situation. The market share for
the fourth quarter of 1993 is currently being calculated. We
believe that greater efforts are being pursued and are needed to
achieve fully the market access objectives of the agreement. 1In
the coming consultations with Japan, we will be pressing for
their commitment to a stronger, more effective plan of action to
ensure that these objectives are achieved.

Let me assure you that we will continue to monitor closely
implementation of the Arrangement and to impress upon the Japan
the need to achieve the "steady and gradual" improvement in
market access as provided for in the Arrangement.

This need for constant follow-up and re-negotiation, even in the
case of "successful" agreements, is one reason why we placed the
entire existing body of trade agreements with Japan in the
Framework under the Implementation basket for monitoring and to
ensure compliance. And it is the major reason we seek results
orientation and the use of objective criteria for evaluation
under new agreements arising from the Framework. We hope to break
this cycle of frustration and reduce the amblgulty and the
confusion that have troubled the bilateral economic relationship.

‘'This is where we stand at present in our trade relationship with

Japan. It is appropriate that I give you some -idea of where I -
think we are headed from this point. Parts of the media have
trotted out the military lexicon and predicted that we are about
to enter a trade war with Japan. This is not going to happen. Our

ability to resolve the cellular telephone issue defionstrates that

both Washington and Tokyo can work together to settle potential
trade dlsputes in accordance with the Framework principles. The
«leadershlp in both Washington and Tokyo have a keen appre01atlon
for the overall importance of our relationship. Our security
relatlonshlp, as well as our ability to cooperate on many global
issues, is strong. But our trade and economic relationship, a
key priority of the Clinton Administration, is in serious
disrepair. This Administration’s approach to Japan will be
deliberate and respon81b1e

While we have not yet resumed dlSCUSSlOnS under the Framework,

we continue to monitor closely our existing agreements with
Japan, and to be alert for new areas of possible concern.:  One -
such troubling issue, which we are follcwing closely, is the
review now underway in Japan on the decompilation of computer
software.. Specifically, the Agency for Cultural Affairs is
undertaking a review which could lead to the weakening of
copyright protection now granted software in Japan, a development
which would seriously harm U.S. interests and put Japan out of
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step with international practlce The Administration has made it
clear to Japan that we would view such a development with the
gravest of concern.

We believe that the Japanese are assessing their position. We
hope that they will take seriously their responsibility to spur
-global growth through trade. Partnership implies shared
responsibility. Recently, Japan has missed a number of
opportunities to show a real interest in such a role; in the
Framework, in the Uruguay Round market access negotiations, and
in the lackluster efforts at unilateral deregulation embodied in
the weak final report of the once promising Hiraiwa Commission.
. To fulfill this role, Japan will have to be dramatically more .
forthcoming if we are to return to the negotiating table than
they have been to date. For our part, we anticipate working
closely with Congress as we pursue the goal of ensuring that
Japan’s markets are open to competltlve U.S. and foreign goods
and services. .
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. THE URUGUAY ROUND:
GROWTH FOR THE WORLD, N.W OPPORTUNITIES FOR U.S. FARMERS

Introducti ion

Mr. Chairman, thank you very much. It is a pleasure to be here
today to discuss the Uruguay Round agreement. This historic and -
‘far-reaching pact sets the stage for a more competitive and
prosperous U.S. economy as we prepare to meet the challeiiges of
the 21st century. I look forward to working with you this spring
as we formulate legislatiion that will implement the Round. I hope
the Congress will agree with our conclusion that the Round offers
enormous potential for U.S. and global economic expansion.

Mr. Chairman, on December 15, 1993, 117 countries concluded a
major agreement to reduce barrlers to world markets (in
agriculture, manufactured goods, and services) as well as to

- create a fairer, more counprehensive, more effectlve,.and more
enforceable trade rules. In crder to ensure the efficient and
balanced implementation of the agreements reached, they also
provmded for the creatlon of a new World Trade Organization
(WTO) . . : - ‘

The Uruguay Round trade agreement is the largest, -most
comprehensive trade agreement in history. The existing GATT
system was 1ncomp1ete, it was not completely reliable; and it was
not serving U.S. interests well. The new agreements open up
major areas of trade and 'provide a dispute settlement system
which will allow the U.S. to ensure that other countries play by

the rules.

Y

The successful conclu51on of the Uruguay Round negotlatlons was
an 1mportant part of the Presideéent’s strategy for strengthening
the domestic economy. . Barely a year ago, President Clinton
entered office, faced wlth daunting challenges in his effort to
restore the: American Dream.

The economy was-stagnant., Unemployment was high, and confidence
was down. In just one year, we have turned a corner. - Our -
economy is growing and millions of jobs have been created

People are getting back to work.

But these are just the fzrst steps in preparlng our natlon for
the 21st century. The President is addressing the long-term
issues facing our economy. , ,
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All of the e :ents of the President’s economic strategy --
reducing the deficit, reforming education, the President’s re-
employment program, and health care reform —-- are geared towards
creating jobs and making our country more prosperous. All of the
parts work in tandem, each reinforcing the other.

An essential element in this strategy is to open and expand
foreign markets. Expanding trade is critical to our ability to
compete in the global economy and create high-wage jobs. That is
why the President focused so much attention in 1993 on the
Uruguay Round, the North American Free Trade Agreement, the Japan
Framework and the Asia Pacific Economic Cooperation conference.

The U.S. economy is now an integral element of the global (
economy. Over a gquarter of the U.S. economy is dependent on
‘trade. Where we onceg bought, sold and produced mostly at home,
we now participate in the -global marketplace. By expanding our
sales abroad, we create new jobs at home and expand our economy.

The United States is positioned economically, culturally and
"geographically to reap the benefits of the global economy.

. ' N . _ :
Economically, because our farmers and workers are the most
productive 'in the world, and our economy is increasingly geared
towards trade. ’ ‘ ‘

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

people. . - : _ -

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

Our trade policy is guided by a simple credo. We want to ekpand
opportunities for the global economy, but insist on a similar
responsibility from other countries.

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

For other nations to enjoy the great opportunities here in the
U.S. market, they must accept the responsibility of opening their
markets to U.8. products and services. Ultimately, it is in
their own self interest to do so, because trade fosters economic
growth and creates jobs. :
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The Uruguay Round ensures American producers are trading on a
two-way street; that they benefit from this new globalized
economy; that they can sell their products and services abroad;
and that they can compete on a fairer 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 negotiations.

We did not accomplish everything we wanted to in the Uruguay
Round. But, the final result is very positive for U.S. producers
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 reductions in trade barriers create new export
opportunltles, and as new rules give businesses greater
confidence that export markets will remain open and that
competition in foreign markets will be fair. :

More importantly, the final Uruguay Round agreement plays to the
strengths of the U.S. economy, opening world markets where we are
most competitive. From agriculture to high-techvelectronics, to
pharmaceutlcals and computer software, 10 business services, the
. United States is uniquely positioned to benefit from the
strengthened rules of a Uruguay Round ' agreement that will apply
to all of our trading partners.

The Uruguay Round

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 billicn into the
U.S. economy every year after the Round is fully implemented.

This historic agreement will ;

o  cut foreign tariffs on manufactured products by over one
' third, the largest reduction in history; °

e  protect the intellectual property of U.S. entrepreneurs in
industries such as pharmaceuticals, entertainment and
software from piracy in world markets;

e  ensure open foreign markets for U.S. exporters of services
such as accounting, advertising, computer services, tourism,
engineering and construction;
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preserve the important elements of U.S. antidumping and
countervailing duty laws;

° ensure that developing countries live by the same trade
rules as developed countries and that there will be no free
riders;

® create an effective set of-rules for the prompt settlement

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

o open a dialogue on trade and environment.

This agreement will not:

o impair the effective enforcement of U.S. laws;

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

® erode the eovereignty‘of the United States.

The Uruguay Round agreement will create a new organization -- the

World Trade Organization -- that will support a fair global

trading system into the next -century and replace the General
Agreement on Tarlffs and Trade (GATT) .

Agriculture: U.S. farmers are the envy of the world, put too
often they were not'able to sell the products of thelr hard labor

abroad, because the old GATT rules did not effectively limit
agrlcultural trade barriers. Many countries have kept our

- farmers out of global markets by limiting impbrts and subsidizing
exports. These same policies have raised prlces for consumers

around the world.

The agriculture agreement is a marvel both for its scope and its
breadth. It will reform policies that distort the world '
agricultural market and international trade in farm products. By
" curbing policies that distort trade, the World Trade Organization
will open up new trade opportunltles for efficient and
competitive agrlcultural producers llke the United States

For the first time, non-tariff 1mport access barrlers,'lnternal
supports and export subsidies on agricultural products will be .
fully brought under the disciplines of the GATT. No longer will
members be able to freeze out imports with protective trade
barriers or use their national treasuries to galn market share at
the expense of non subsidizing exporters. .

When the Uruguay Round began in 1986, there were a myriad of
problems in agricultural trade. Indicative of this is the fact
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that in the early 1980’s, eighty percent of the disputes in GATT

. were on agricultural trade issues, and most of these involved

disputes between the United States and the European Union. It

. was readily apparent that the exceptions which permitted import

restrictions and export subsidies on agricultural products when
the GATT was entered into in 1947 were no longer approprlate for
'the agricultural tradlng env1ronment of the 1980’s.

Aided by the impervious varlable levy, the European Union over
the previous 10 years had gone from a net importer to a net '
exporter of most agricultural commodities. Moreover, because EU
internal prices were higher than world market prices, export
subsidies were used extensively to move surpluses into the world
- market. In 1985, the EU spent $6 billion on agricultural export
subsidies. Unable to negotiate meaningful disciplines o export
subsidies, the United States initiated the Export Enhancement
Program in 1985 in order to compete. In recent years, this
program has made available approx1mately $1 billion of export
subsidies each year. .

Non subsidizing exporters were frustrated at having to compete in
world markets with national treasuries rather than other farmers.
Import restrictions, prohibitions and high tariffs in countries
such as Japan were also motivations for a broad, trade
llber31121ng Round on agrlculture.

The Punta del Este Declaration set thé’
négotiations, It said. "Negotlatlons shall aim to achieve’

greater liberalization of trade in agriculture and bring all
measures affecting import access and export competition under
strengthened and more operationally effectlve GATT rules and

disciplines..."

The agreement we reached in December is truly remarkable in its
conformity with the objectives that were only envisiocned at the
time of Punta del Este. The agreement brings into plav a new
accounting system, i.e., tariffication which converts non-tariff’
measures affecting import access into tariff equivalents.
Likewise, trade-distorting internal support, whether it is
provided through direct payments to producers or by market price
support, is put on a. common denominator basis through

" calculations called "aggregate measures of support."

Tariffication and aggregate measurement of support provided a way
to evaluate the impacts of very Gifferent import and dorestic
policy systems on a common basis, thereby facilitating the
negotiations. However, the immediate benefits of the agreement
are in the commitments. The most important of these are:

o Members will reduce tariffs and tariff equivalents by 36
percent -on average with 'a minimum reduction of 15 percent

6a1s for the agricultural

BT YRR, )
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for each tariff line item. For ‘developing eountries the
commitments are 24 percent and 10 percent, respectively.

o) For products with tariff equivalents, minimum access and
current access opportunities are required.

o With tariff equivalents, all import access barriers will
now be on a tariffs only basis, with two temporary
excepticns. All tariffs will be bound--meaning all
agricultural products are now covered by the GATT.

o Domestic support programs which have no, or minimal, trade
distoring or production effects ('"green box") are exempted :
from reduction commitments and from countervailing duties.

o =~ Direct payments to producers that are llnked to productlon—
limiting programs will not be subjec. to reduction.
However, trade-distorting support programs must be reduced
by 20 percent. (Due to the farm support reductions contained
in the 1985 and 1990 Farm Bills, the United States has
already met the 20 percent requirement and will not need to
-make additional changes to farm programs to comply with the
Uruguay Round commitments.)

o) Export subsidies are to be cut by 21 percent in volume and
36 percent on the basis of budgetary outlays

The relative simplicity and straightforwardness of the
commitments on export subsidies belie the difficulties in
reaching agreement with the European Union. In both.1990 and
1991, the Uruguay Round failed to conclude because of EU
intransigence on export subsidies. Last year, EU negotlators
tried to back away from a deal that had been struck in 1992, but
we were able to strike an agreement that was to our mutual
benefit. The reductions in export subsidies can be made in equal
installments from the 1991-92 marketing year if subsidized
exports have increased from their base levels. This permits both
the EU and the U.S. to smoot: out the reduction slope for certain
agricultural export subsidies. However, at the end of the six
year implementation period, export subsidies will still have to
be reduced by 21 percent and 36 percent, respectively, from the
volume and budgetary outlays of the 1986-90 period.

An important achievement in the agreement is the commitment to
continue the process of liberalizing agricultural trade in the
fifth year of the agreement. A strong incentive to make further
reforms in trade distoring support, import barriers and export
subsidies is provided in the peace clause of the agreement.

After nine years, "green box" support programs will no longer be
exempted from Countervalllng duties; domestic supports programs
which account for more than 5 percent of the value of production
will no longer be exempted from the serious prejudice findings of
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the subsidies agreement; and export subsidies on agricultural
products will no longer be exempted from the prohibition on
export subsidies in the subsidies agreement. Negotiations to
extend the peace clause will be the opportunity to secure greater
agricultural trade llberallzatlon in the future. .
Sanitary and thtosanltarv Measures: The Agreement on the
Application of Sanitary and Phytosanitary ("S&P") Measures will
guard against the use of unjustified S&P measures to keep out
U.S. agricultural exports. S&P measures are laws, requlations
and other measures aimed at protecting human, animal and plant
life and health from risks of plant- and animal borne pests and
diseases, and additives and contaminants in foods and feedstuffs.
They include a wide range of measures such as quarantine
requirements and procedures for. approval of food additives or for
the establishment of pesticide tolerances. The S&P agreement is
designed to distinguish legitimate S&P measures from trade
protectionist measures. For example, S&P measures must be based
on scientific principles and not maintained without sufficient
scientific evidence and must be based on an assessment of the
risk to health, appropriate to the circumstances.

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

In order to facilitate trade, the S&P agreement_encourages the
use of international standards as a basis for S&P measures.
However, each government remains free to adopt an S&P measure
more stringent than the relevant international standard where the
government determines that the international standard does not
provide the level of protection that the government deems

appropriate.

Dispute Settlement: The Dispute Settlement Understanding (DSU)
creates new procedures for settlement of disputes arising under
any of the Uruguay Round agreements. Representatives of the
soybean industry who were involved in the U.S. challenge to EC
oilseed subsidies will immediately recognize the value of this
agreement. The new system is a significant improvement on the
existing practice. 1In 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 within 16
months from the request for consultations even if there is an
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appeal. " Public access to 1nformat10n about dlsputes 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 1nto coniormlty with its obligations w1th1n

- that set period of time.

The automatic nature of the new procedures will vastly improve
the enforcement of the substantive provisions in each -of the
agreements. Members will not be able to block the adoption of
panel reports. Members will have to implement obligations :
promptly and the United States will be able to take trade action
if Members fail to act or obtain compensation. Trade action can
consist of increases in bound tariffs or other actions and
increases in tariffs may be authorized even if there is a
violation of the TRIPS or Serv1ces agreements.

The DSU includes 1mprovements in prov1d1ng access to 1nformat,wn
in the dispute settlement process. Parties to a dispute nusti.
provide non-confidential summarles of their panel submissions
that can be given to the public. In addition, a Member can
disclose its submissions and positions to the public at any time
that it chooses. Panels are also expressly authorlzed to form
expert review groups to provide advice on scientific or other
technical issues of fact which should improve the quality of

decisions.

Environment: Comprehensive, as it is, the Final Act dodes not
cover every aspect of trade policy of great importance to the
United States and to this Administration. Our trading partners
recognize that the work of shaping the World Trade Organization
to the needs of the 21st century must contlnue without .pausz.

In December, the Uruguay Round partlclpants decided to develop a
program of work on trade and environment to present to the
ministers in Marrakech in April. We begin with the agreed
premise that international trade can and should promote ,
sustainable development, and that the world trading system should
be responsive to the need for envircnmental protection, if
necessary. through modification of trade rules.

- The United States will seek 'a work program that ensures that the
new WTO is responsive to environmental concerns. International
trade can contribute to our urgen:c national and international
efforts to protect and enhance environmental quality and conserve
and restore natural resources. A%t the same time, we will
continue to advocate trade rules that do not hamper our efforts .
to carry out vital and effective environmental policies, whether
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nationally or in cooperation with other countries. We will be
working closely with envirconmental organizations and business
groups, as well as the various agencies, and of course this
Committee and others in Congress, as we define our trade and
environment objectives. :

Conclusion

Mr. Chairman, Congress will be considering the Uruguay Round
implementing legislation at an auspicious time for America. The
U.S. economy is expanding; investment is increasing; jobs are
being created; and optimism about the prospects for our economy
is soaring. This economic expansion reflects the fact that this
country is moving in the right directicn. = The policies of the
Clinton Administration, starting with our budget plan; the
adjustments made over the last several years by our workers and
companies-- all of our efferts make us as a nation stronger and

more competitive.

In setting the negotiating objectives for the Uruguay Round,
Congress clearly signalle:l its belief that strenythening tha
multilateral rules of the GATT would make America more
competitive in world markets. We succeeded. We met those
objectives; and I am convinzed that the new multilateral rules
agreed to in the Uruguay Round will work together with our
ongoing efforts to increase regional cocperation. America is
uniquely positioned to berefit from expanding trade-- in this
hemisphere and in the world. The Uruguay Round builds on our
strengths. It will benefit us, and the world economy as a whole.
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S HARLIE ROSE Transcript #1076

Marc]h 17, 1994

CHARLIE ROSE, Host: Wek,ome to our hmadcast
tonight from Washingtor. Trade representative Mickey
.Kantor will be here, talking about his breskthrough in
the Japan trade dispute, also the man who called for the
congressional hearings on the Whitewater affair, Repub-
lican Senator William Cohen of Maine.

U.S. Trade Representative
Mickey Kantor

CHARLIE ROSE: We begm with this. U.S. trade repre-
sentative Mickey Kantor is arguably the most unpopular
man in Japan today. He's spearheading the Clinton ad.
ministration’s new get-tough policy on trade, the results
of which are critical for the future health of the American
economy. He's also an old friend and fierce defender of

_ Bill and Hillary Clinton. In this segment we'll talk with

America's tough cop on trade and introduce to you Mt
Mickey Kantor.

Welcome.

CKEY KANTOR, United States Trade Representa-

‘&ive: Thank you, Charlie.
~LtROSE: It's great to have you here. You said to me before

we started, you think— why do you think you've got the
best job in the government?

- Amb. KANTOR: Oh, it-— because I'm allowed to deal in

domestic and foreign policy with every agency of the
United States government, with the Congress, and also
to work with the American people, the American
workers, to try to expand our economic base. It’s a terrific
job, and it certainly fits into my background — I'm a
negotiator — and I get to work directly with the Presi-
dent as well, so I couldn’t ask for more. '

ROSE: Yeah. Did you bring any— it seems.to people
who talk about you and write about you that— that the
skills you brought were not the skills of someone steeped
in trade policy, but a lawyer’s negotiating skills, and you
view that as your role and that your client is Bill Clinton.
Amb. KANTOR: Well, my client is Bill Clinton and the
American people, and that’s correct. Just like civilians
should run the Defense Department, I think civilians

~ should alse run trade policy. You know, this is not an

ideology or philosophy, this is about practical and prag-

matic approaches to making sure we grow jobs, grow our -

economy, and make sure trade is on a level playing field

* all around the world, not only for the United States, but
~~for all the countries of the world, because that's how

My

¥'re going to grow the global economy.

ik OSE: All right, I want to talk about that—
Amb, KANTOR: Sure.

ROSE: —and what Bill Clinton believes, with respect to
a global economy and how it plays an equal role today, in
terms of the foreign policy of the nation and international
policy. This is from The Washington Post, “As a Japanese
diplomat”— “Ask a Japanese diplomat why the summit
conference between President Clinton and Prime Minis-
ter Hosokawa failed last week, and the answer usually
comes back quickly: Mickey Kantor.” True?

Amb. KANTOR: Oh, I'm not sure— that's a vast over-
statement. It didn’t fail, number one, it succeeded. Why
did it sticceed? Because we now have a much more me-
ture and honest and candid relationship with the Japan-
ese government. This President is the first presxdent to
stand up and say to the Japanese: “No, we're not going to
take a cosmetic agreement. We're not going to paper over

~ our differences. We can have a strong strategic and

political relationship and disagree on trade. You have a
closed economy. You're shutting out not only U.S. pro-
ducts, but all foreign competitive products in key sectors,
key sectors — not every sector, key sectors ~ and we are
bound and determined to open that economy up.” It's the
second-largest economy in the world. It's in our interest
that we do s6, and also in the interest of Japanese con-
sumers, and also, frankly, in the interest of Japan bec-
oming more competitive:

ROSE: Just a couple of numbers.. Their trade surplus,

" exporting more goods than they import, for last year was

about what, $130.some billion?

Amb. KANTOR: A hundred and thirty-two billion with
the world, and $59.8 billion with the United States.
ROSE: So almost a half of it is with the United States? -
Amb. KANTOR: That's right.

ROSE: How much leverage do you have? You got them
to change on cellular. What are they going to do for you?
Are they going to respond to the pressures you are apply-
ing, use of Super 301 or whatever you bring to the battle?
Amb. KANTOR: It's not winning or losing. You know,
that implies somebody wins, somebody loses. When you
open markets and. expand trade, everybody wins. This is
not a zero sum game. What we're trying to do is say, not
only to the Japanese, but to the world, we have got to
join this global economy, we've got to level a playing
field. Trade is a two-way street, not a one-way streat. So
when we begin to apply pressure and say to the Japanese
in this situation, we're not saying it's because we want to
be tough, it's because we are resolutely committed to
making the framework agreement to open their markets
be effective. That’s all we're trying to do. It's in every-
one’s interest that we do so. But I've got to tell you, when
you go out to Detroit to go to Atlanta or go up in the

‘Northeast and talk to workers, they know what’s going

on. They know it hurts them when this economy remains
closed to their products.

We've never been more competitive as a society. Our
workers have never been more productive. The most pro-
ductive workers in the world are now in the United
States of America. Now’s the time to open these markets
and take advantage of our skills.

—_1—
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ROSE: Okay. Let me just talk about one point, then—
Amb. KANTOR: Sure.

ROSE: —and maybe things have changed But the
huge— largest percentage of that trade imbalance has to
do with automobiles and automobile parts, correct?

mb. KANTOR: Yes.

OSE: A significant part of it.

Amb. KANTOR: Significant.

ROSE: Critics constantly say American automoblle
manufacturers first weren’t making a competitive pro-
duct, and secondly, they weren’t designing a product that
was made for the Japanese. Therefore, no wonder they
didn’t sell cars in Japan,

Amb. KANTOR: Well, first of all, let's start with auto
parts. There are no right-hand or left-hand drive auto
perts, Thev're interchangeable. And the fact is, in a $100-
billion Japanese auto part market, do you know how
much foreign competitive goods was sold there? Two bil-
lion, the lowest among all developed countries in the
entire world by percentage. That’s got to open up.

Second, our industry’s now competitive, We're making
right-hand-drive automobiles. We're trying to get them
‘into Japan. Do you know that every U.S. car off a boat in
Japan is individually inspected and torn down before it
can be shipped to & dealer? That’s imposeible. It. adds
about $1,000 to the cost of the automobile and slows it
dovwn—

ROSE: And that’s the reason they do it?
Amb. KANTOR: —well, I don't want to talk about in.

ient or motive. AllT can tell you, this is characteristic of

e way the Japanese handle their entire economy in
““freas where there are— they export critical products,
they close their markets to foreign competitive products
in order to what, create a sanctuary for their companies.
ROSE: And President Hosokawa says to you, and he
" says to the President, “Give me time — this is a larger is-
sue than you think it is — give me time to make some
changes. Give me time to make some reforms, and per-
haps we can do something about the trade imbalance.”
Amb. EKANTOR: Well—
ROSE: You dont seem to be willing to gwe him, to
respect the effort he’s making.
Amb. KANTOR: —we reached the framework agree-
‘ment in July 1993. Both countries committed themselves
to reach an agreement in four sectors, as you know, as of
February 11th. That was not done, due to the fact that
the Japanese did not live up to their obligations. We've
been waiting for 30 years. At the beginning of this
relationship, after the Second World War, it made sense
for -the United States to open its markets and allow
Japan to protect its infant industries in order to grow
their economy as a bulwark, frankly, against Soviet. ex-
pansionism in the Pacific area. That was smart, i
worked. But now we have a tripolar economic world: the‘
European union, which is one of the biggest markets in
the world, NAFTA, or the United States and the North
" _~hperican Free Trade Agreement, which is the biggest
Jarket in the world, and Jepan, the second-largest coun-

try in the world, in terms of their economic output. We

each have an obligation not only to take the op-
portunities that a new global system offers, but to also
take responsibility, and that’s what Japan is rot doing.
ROSE: Are you being as tough— I mean, what you want
to do is to reduce the trade surplus. You want to even set
numerical standards, so you can measure performance,
correct? ‘

Amb. KANTOR: Measure performance. You've got it ex-
actly right. You're one of the few people who's gotten it
right. We don’t want market share. That’s not what we're
doing. We want to measure whether or not deregulation
efforts in Japan are successful or not. Makes good sense
to [crosstalk].

ROSE: What you're trying to do is create demand in

‘Japan for American products

Amb. KANTOR: No, we're not trying to create demand.
ROSE: Because you want to— A '
Amb. KANTOR: We're trying to be put on a leve] play-
ing field. If then Japanese consumers want to buy our
products, fine. If they don’t and we're not competitive,
they won’t. But we at least want to make it fair. That's
all we're asking.

ROSE: All right. Here is what some— Hobart Rnwen
[sp?] said in The Washington Post in a column this morn-

. ing; which you may have seen. He basically said — I'm
_going to have to paraphrase if I don’t have it, and I may,

in fact, have it — he said, “The unremitting pressure
placed on Japan by American officials is unhealthy be-
tween two partners with an important and detailed
global agenda,” saying, ease up, don’t put so much pres-
sure on them, because we need them, because North
Korea is— has the nuclear capability, things aren'’t going
8o well with China, we'd better not forget who our friends

“are and not let trade dictate our strategic partnership.
Amb. KANTOR: First of all, Prime Minister Hosokawa

made it quite clear on February 11th, in his press confer-
ence with President Clinton and in private, ‘that our
strategic and political relationship is separate from our
economic problems, that we continue to grow our political
and strategic relationship and it is stronger than it ever
has been. These two leaders are working well together in

‘that area, While we have agreed to disagree to some— in

the trade or economic area, great nations and great allies
can disagree. We disagree with the European union or
Canada all the time, and no one says trade war or we're
breaking our relationship. That’s the relationship we
should have with Japan, a mature relationship among al-
lies who are moving forward on one area, strategically’
and politically, but have agreed to try to work out thelr
differences in the other srea, that is trade.

ROSE: Let me ask you one question before I leave
Japan. The point has been made about Motorola, in this
same piece by Hobart Rowen, who is a distinguished

. commentator and columnist and reporter—

Amb. KANTOR: And a very nice man.
ROSE: —commenting on economic and trade matters,
he says that Motorola, which was dying for access to that
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market and felt like they had a deal and then it was
denied by the Japanese, and because of pressure by you
they now are going to have some access — and it's more
complicated to explain than I have time or knowledge —
but he also says they dor't make those things in Japan-—
America anyway, so theyre not creating jobs for
};;9 nericans, they're not creating an outlet for American
“products, because the products are made in Kuala
Lumpur. .

Amb. KANTOR: Factually incorrect, Motorola makes
nothing in Kuala Lumpur. They used to make pagere
there; they don’t anymore. One hundred percent—
" ROSE: They've never made—

Amb. KANTOR: Not one cellular telephone has ever
been made there. Evervy base station, every switching
system, every cellular telephone, every element of the
system that will be introduced into the Tokyo-Nagoya
region, that's what we're talking about—

ROSE: Right, right, [cresstalk].

Amb. KANTOR: —is 100 percent made by American
workers in this country. :

ROSE: And what was the— what’s going to happen now
that— because the American pressure and the American
government going to bat for an American company,
what’s going to happen now?

Amb. KANTOR: Well, we're going to continue to go to
bat for American companies and American workers.

That’s our job, and that's what the President is com-.

mitted to do, because if we don't, what we're not doing is

not only not serving the people who sent us here, we're
ot growing the global economy, we're not making trade

4 two-way street. We're not, in fact, doing something
about this trade deficit. But more important, Charlie ~—
let me make one critical point ~ even if we had a trade
surplus with Japan, even if we did, we'd be just as intent
on opening these markets, because what they do is make
us less competitive because we can't get into critical
areas, whether it's cellular telephones, or computers or
supercomputers, or wood, or paper, or glass, you name it,
we have not been able to get into the Japanese markets..
We have agreements in all these areas, over 30 trade
agreements with Japan. In wood, paper and glass, we
had— our market share has actually gone down since we
entered those agreements. We've got to change this
relationship and make it [crosstalk].
ROSE: Is it any different for Europeuan manufacturers
than it is for American manufacturers?
Amb. KANTOR: No.
ROSE: And are they screaming and complaining as

" much as the Americans are? And are the Europeans get-
ting as tough with the Japanese? Because you would as-
sume, if somebody has a $§130-billion annual trade sur-
plus, that multilateral countries— that there will be a
multilateral opposition to their economic policy.
Amb. KANTOR: Frankly—

ROSE: And that could make them change.

mb. KANTOR: —frankly, there is, but others like to

ee the United States go out there and get our nose

bloodied, and they’re happy to hold our coat. Our ap.
proach has been somewhat more aggressive and [ guess
youd say a little bit more resolute than the European ap-

proach has been. Frankly, we have had discussions with.
them, and we'll probably be getting together with them
in the near future to discuss a broader approach to this
problem. But let me just:tell you, there is frustration
around the globe with the second-largest ecenomy in the
world, meaning Japan, being virtually closed to every-
one, not just the United States.

ROSE: Right. And you are sure on this point, this is
from The Wall Street Journal: “Critics believe America
needs many years of close Japanese cooperation on criti-
cal issues, North Korean nuclear ambitions, an emerging
China, global problems of environment and poverty.
Beating on Tokyo about specific commercial disputes
won't solve broader economic problems, but could turn
Japan into an ally like France under de Gaulle, says one
former U.S. ambassador, and that’s really not what -
Washington needs.”

Amb. KANTOR: Wrong. Wrong on every count. The fact

is that our strategic relationship is just fine. In fact, st

the same time that we agreed to disagree on the frame-

work on February 11th, we reached a global partnership

agreement with Japan in critical areas such as popula- -
tion. That's number one. So that’s just untrue. The facts

are just the opposite.

. Number two, if we don't open this market, if we don't

begin to ship critical products to Japan, thus making us

less competitive and not— and not— and the Japanese

economy less—— less stimulated, less growing, the stand-

_ard of living remaining low because prices are so high,

we have hurt both Japan and the United States. We're
going to stick to this policy, and we're going to make it
work.

ROSE: Okay. And you believe that, in fact, it will hel
the American economy and therefore itll help the poht:— :
cal future of your boss, President Clinton.

Amb. KANTOR: This has to do with the American eco-
nomy and the American workers. It has— it may or may

‘not have anything to do with the political future of my

boss. The fact is that his commitment is to the job he’s
sent here to perform, that is, grow jobs in this economy.
ROSE: Okay. Let. me talk a little bit about NAFTA be-
fore I go to China.

Amb, KANTOR: Sure.

ROSE: What's been the consequences since thxs has
been signed? As you remember, Ross Perot went across
this country talking about.the “giant sucking sound” of

jobs being sucked into Mexico. Has it happened? Because

there’s a story out today that says, in fact, what's hap-
pened after NAFTA — and it may be too early to tell—
Amb. KANTOR: Right.

ROSE: —is that Mexican companies are buying Amer-
ican companies, because they want to manufacture in
America. )

Amb. KANTOR: Frankly, that’s what has happened, to
some degree, but it’s much too early to tell.
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RGSE Too early

Amb. KANTOR: Working pretty well. The first thlng
-was, of course, is to get your tariff schedules out and
open your borders, and make sure Customs worked cor-

rectly and we protected, on one hand, on the law enforce-

ent side, with regard to any indication that maybe this
uld be— we could affect drugs coming into this coun-
ry, where there’s no evidence that has happened what-
soever, On the other hand, making sure we handle the
border correctly. That’s working quite well both with
~ Canada and Mexico. We're going to grow the economy of
this entire— of this fcrosstalk].

., ROSE: How many jobs do you thmk welll lose’ because of
NAFTA in the next year?

Amb. EANTOR: We're going to grow jobs.

ROSE: You're convinced of that. -

Amb. KANTOR Oh absolutely. There's no doubt in my
mind,

ROSE: Okay China. Warren Christopher went to
China, stopped off in funintelligible] and went to China,
and said, “Unless you change your human rights policy,
you, because of what the President’s policy is, you will
not have most favored nation status.” The Chinese said,
essentially, “Stuff it. We don't care, and you're not going
to dictate our human rights policy, and if you want to
play that, we'll play the same game, and we're not going
to let you attack our sovereignty.” And people are-looking
at this and saying the President now is between a rock
and a hard place. The rock is, is that. the Chinese have
aid, “We're not going to take your pressure, and if you
on't want to give us most favored nation status, fine,”
Uin the other hand, if the President pulls back in order to

backbone,

Amb. KANTOR: Where we are right now is, in fact,
Secretary Christopher engaged this discussion at the
highest level, That's helpful. Number two, he did make
some progress., Number three, the Chinese have moved
. forward— .

ROSE: Not much.

Amb. KANTOR: —have moved forward in some areas,
aspecially in southern China, in terms of more rights for
their people and less abusive practices. The fact is, it's

not all as bleak as, frankly, as has— as the press has

painted it. .

ROSE: Well, tell me why it’s not? I mean, what— I

mean, we all heard what the prime minister and the for-
eign minister of China said about this. ] mean, they—
Amb. KANTOR: Well first of all, it’s not June, and let
me just say—
~ ROSE: [t's not what, it’s not June, [crosstalk]?
Amb. KANTOR: —June is when the President has to
_ make a decision. But let me go back, let me use an ex-
ample in trade.
ROSE: Just let me explain. So June is when you've got
_. 1o make the decision on the most favored nation.

mb, KANTOR: That’s right.
;OSE: So you've got until then— )

‘satisfy them, he looks weak and vacillating and w:thoutf

Amb. KANTOR: That's. when the executive order says
you have to rnake a decision.

ROSE: —to make a— 80 you've got a lot of wiggle room
between now and then.

Amb. EANTOR: Well, it’s not wiggle room. It is for the
Chinese to respond. They already have, to some degres.
But let me give an example of how a country responds,
and what happens. In late December, we tried to reach a
new bilateral textile agreement with China. China had
been circumventing our laws and illegally shipping tex-
tiles and apparels above their quotas. into this country.
They've been transshipping though other countries to—
ROSE: What was the word I heard quota?

Amb. EANTOR: We have quotas, yes, on textiles and
apparels, under the multifiber arrangement. That's been

. going on since 1962, that's nothing new. Yes that's ab-

solutely correct.

ROSE: So the United States — and we fully [crasstalkl
Amb. KANTOR: No one in the world— -

ROSE: The Japanese are not the only people who stop
other people’s products from coming or impose tariffs.
Amb. KANTOR: There is not a completely open eco-
nomy in the world except maybe Singapore. May be the
only completely open economy in the world.

ROSE: Yeah.

Amb. KANTOR: Every economy has some bamers We
have less than any other large nation. Let’s me go back.
ROSE: And we were willing to make— create even more
at the time of the NAFTA treaty in order to get that
passed, were we not?

Amb. KANTOR: Well, in what way? A
ROSE: Some of the dealmakmg that went—- took place N
didn’t we not— - ’
Amb. KANTOR: No. We didn't do anything.
ROSE: Okay.

- Amb. KANTOR: All we did is try to make sure it was

fair to not only— to U.S, busmess, as we move forward,
that's all we did in the NAFTA [crosstalk.

ROSE: Okay. Go ahead, talk about China.

Amb. KANTOR: Let me go back. In China, we had this

problem of negotiating this new treaty. We wanted to

make sure that what they had done in the past was

recognized, i.e., evading and avoiding our laws. But num-

ber two, we wanted u better relationship in this area in .
the future. The Chinese said, “We will not do that, we

will not negotiate that treaty, you're getting involved in a

situation that we can’t control, never, never, never.” So

- we said, “Okay, we’re going to invoke sanctions.” We pub-

lished it in the federal register. Five days later, we had a
treaty. What did it do? Zero growth in textiles and ap-
parel from China in year one, only 1 percent growth the
next four years, as compared to 15 percent growth which
has been occurring in the last number of years, and for
the first time, a cap on the shipment of silk apparel into
the United States from China. A very good agreement for
us, including language which prevents any circumven-
tion in the future, and if it does happen, we get treble

~ damages. The fact is that every country takes negotiat-
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ing positions which you have to look at in the context of
the total relationship. You cannot be misled by a coun-
try’s position publicly and what they are likely to do in
the future, based upon the actions of this country or any
other.

SOROSE: Al right, Let’s—

4mb. KANTOR: Soit’s a little more sophlstlcated than
some of these newspapers would allow you to believe.
ROSE: Well, the newspaper I'm now going to quote is
The Economist, and basically, the article— and they
quote Senator Baukus [sp?] as saying, Senator Max
Baukus, a Democratic senator whom you like and ad-
mire, as saying that, “If, in fact, what looks on the sur-
face we fail to grent most favored nation status, and they
then retaliate with respect to not allowing the United
States to have access to what everybody agrées is the

fastest.growing economy in the world—" (crosstalk], 1.2

billion people—

Amb. KANTOR: No doubt.about that.

ROSE: —that we will huve the equivalent, he says, “the
trade equivalent of dropping & nuclear bomb.” I mean, is
it that serious if we don’t come to some agreement. with
the Chinese?

Amb. KANTOR: First of all, Max Baukus is the chair of
the trade subcommittee, the trade committee of the
United States Senate. He's done a terrific job and we
work quite closely with him. We understand. the serious-
ness of the situation. Certainly Secretary Christopher
and the President have worked closely on this situation.
«saWe understand what's at stake. The fact is, is human

roliferation, as is the proliferation of missile shipments
to Pakistan, as well as cur trade problems with them.
We're ]ookmg at all of these matters. The President made
the decision in June of last year that we would not renew
most favored nation status with China, i.e, give them
the benefit of lower tariffs, is all that is—
ROSE: Right. Right, right.
Amb. KANTOR: —if they did not adhere to seven dif-
ferent areas of human rights concerns. Frankly, in &
- number of those they have already responded well, and
some they haven't.
ROSE: And while vou're-~ if I wuld just interrupt you-—
Amb. KANTOR: Yesh.
ROSE: —and while your guy was over there from the
State Department explaining what the standard is, what
would be the referent standard for measuring progress—
Amb. KANTOR: Right.
ROSE: —they were out a:testing dissidents, correct?
Amb. KANTOR: No, I think they arrested maybe one,
and then let him go on Monday. .
ROSE: But he was/crosstalk].
Amb. KANTOR:
being sent back and forth. Let’s not get too panicked over
what happens in March. We're moving towards June.
We're going to make progress there, and I fully believe

nese over this issue. [Jowever, the President is, ab-

s#ghts in China is a serious problem, as is nuclear

And I understand: The message is-

Il avoid any kind of— any kind of dust-up with the’

solutely committed to making sure the Chinese make sig-
nificant progress in human rights, and we're going to
stick to that policy. It’'s important. That reflects Amer-
ican values. And if we don’t reflect American anues
we're not doing our job.

ROSE: So in order to reflect American values, we are
willing to risk, are willing to risk to reflect American
values the closing of China as a market for American
manufacturers, because we will not grant them MFN
status,

Amb, KANTOR: Let me make a prediction

ROSE: Well, but— okay.

Amb. KANTOR: Our trade relationship with China is
going to grow, and going to grow geometrically. We are
mutually interdependent. Thirty-eight percent of China's

_ exports come o the Umtad States.

ROSE: Yesh.

Amb. EANTOR: We'll resolve thie problem and resolve
it quickly.

ROSE: Why are you so confident?

Amb, KANTOR: Because [ see the mutual relatlonshlp
between the two countries, and our— and our goals are
the same,

ROSE: It's almost like— ,

Amb. KANTOR: The fact is—

ROSE: —it’s almost like you're saying, "We ve got too
much at stake not to make this work.” That's almost
what you'’re saying.

Amb. KANTOR: Well, because I think the Chinese are
going to make this work.

ROSE: Without any apparent reason how you can do it.
Amb. KANTOR: [ think the Chinese are going to make
it work.

ROSE: You know what theyre saying? They think
you’re going to make it work. That’s what they’re saying.
Because they have stated their position. Who’s going to
back off? Because clearly you have got to grant them
MFN status, right? That's got to happen. So if somebody
has got to do something—

Amb. KANTOR: I'm not guing to prejudge what the
President is going to do. Obviously, you've looked at the
executive order issued last year—

ROSE: Right.

Amb. KANTOR: —in June of last year.

ROSE: Right.

Amb. KANTOR: He’s going toAstxck to it, that’s our
policy, and we'll see what happens in June.

ROSE: Let me talk about one last thing here.

Amb. KANTOR: Sure.

ROSE: You were chairman of the Pre31dent’s campaign
effort. Some said, I mean, you obviously relish the job
you have. As we said, some said you thought you wanted
to be, you know, you might have wanted to be attorney
general, you might have wanted to be chief of staff, what-
ever you wanted to be—

Amb. KANTOR: I'm where I wanted to be.

ROSE: You're where you wanted to be. You also got to
know a lot of the people from Arkangas, Webster Hub-
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bell, Mack McLarty, others, who came to work here for
the President.

Amb. KANTOR: Absolutely.

ROSE: Vince Foster.

Amb. KANTOR I've known a number of them for
TN

JOSE: Yeah, What s going on? What do you think the
roblem is at the White House in the way they've hand-
led Whitewater? o

Amb. KANTOR: Well, first of all, I don't think there is
a problem. There has been no violation of law, either civil
or criminal, certainly not criminal. The people you
mentioned— o

ROSE: How about—

Amb. KANTOR:
most ethical, brightest, able, dedicated people I have ever
met. You know, it's interesting, because it happens to be
Arkansas, no one can believe that they may have the
same kind of abilities that people from Cambridge or
maybe west Los Angeles or the East Side of Manhattan.
ROSE: New York City, right.

Amb. KANTOR: But Charlie, youre from North
Carolina~— ' : ‘
ROSE: Right.

Amb. KANTOR: —and I'm from Tennessee.

ROSE: Right. : :

Amb. KANTOR: [ certainly don’t believe I'm. an in--

ferior, that I have an infevior education, or.can’t compebe '

ROSE: Right. Right.
mb. KANTOR: Nor do you feel that way. The fact is,
people you've [unintelligible], starting with the Presi-

greater ability, more integrity, and more accomplish-
ments. And so— .

ROSE: Are you saying, then, that you don’t see any
problems with the way the Whitewater aﬁ'axr has been
handled in the White House?

Amb. KANTOR: You kriow what? The Premdent said'it,
the First Lady said it, of course we've made mistakes. All
administrations make mistakes. None of us are perfect.

We understand that. Have we made some political mis- .

takes along the way in here? Absolutely. No doubt about
it. But is there any underlying problem the American
people should be concerned about? Absolutely not. This
' President, this First Lady, the people you have men-

tioned, are of the highest integrity, they're dedicated to

public service. They could care less, care less about
money. What they're interestad in is moving this country
- forward, and they've dedicated their lives to it, And
frankly, it angers me when thess stories continue to be
raised. And [ think it angers the Ainerican people.
ROSE: And who do you think is continuing the stories?
Is this a problem, you think, of the American press, of
the Republican Party?
Amb. KANTOR: Oh, [ don't see any giant conspiracy.
.~ m not a conspiracy theorist.
SE: Well, conspiracy is the word that Mrs. Clinton
“ied, sctually.

—the people you mentioned are the

- Amb. KANTOR:
nt of the United States, ] have never met people of

Amb. KANTOR: Well, I'm not a conspiracy theorist, |
don’t think it exists. The fact is, the story begine to
feed—

ROSE: No, nor do 1 think she really thinks that, either.
Amb. KANTOR: —the story begins to feed on itself. We
get so hysterical about any kind of charge or allegation.
One of these newspapers wrote — let me just say about
Vince Foster, who was a wonderful man, and a decent,
caring person, and his family deserves to be left alone,
frankly, we ought to stop this, we ought to just stop it
now — the fact is, they wrote a story that his safe was
searched right after his death, or the knowledge of the
death became public. He had no safe.

ROSE: In his office.

Amb. EANTOR: He had no safe at all. What in the
world— and yet, it's become a matter of fact now in the
press, that somehow his safe was searched immediately
after. ,
ROSE: No. I agree, but—

Amb. KANTOR: Just wrong.

ROSE: —in that you point to something that you are ab-
solutely right. On the other hand, though, now you had
the legal counsel to the President there, going to his of-
fice and taking things that were not turned over to the
people who were investigating his suicide, the Park Po-
lice, and was handed over to the President's— it was
handed over— it was kept from the people doing the in-
vestigation. That wasn't right either, was it?

Amb. KANTOR: Well, the fact is~

ROSE: And that’s what led to suspicion.

0 —what's personal, what’s private,
what is a client’s documents versus what is a lawyer’s
documents becomes very technical.

ROSE: Yeah.

Amb. KANTOR: No one was trying to cover up any-
thing. Can you'imagine the emotions surrounding the
death of someone who was so dearly loved and respected
in the White House? Did anyone make a mistake? I don't
know, but I can tell you this. The people who handled
that, starting with Bernie Nussbaum and others, did ev-
erything they thought was proper and right. These: are
people whose reputations are impeccable. Only when
they came to Washington and were in the glare of pub-
licity, and when you're subject to the scrutiny you should

‘be, frankly, we all should be, because we work for the

American people, was their integrity or their background
or their ability ever called into question.
And  what happens here. is politics takes over. The

~ political analysis begins to drive the story, not the un-

derlying facts. And if you look at the underlying facts, I

"don’t believe there's any indication any law was broken

of any kind, at any time, by anyone in the situation.

. ROSE: When you talk that way, when you talk that

way, you are putting a criminal standard of reference—
Amb. KANTOR: No. I'm talking civil or criminal,
ROSE: —rather than the question of— well, okay, but— .
Amb. KANTOR: Or ethical.

ROSE: —the question of— so there’s no question in your

—_——

NS se—ZZ-—11



mind that there was no ethical violation, in terms of any-
thing that has been done with respect to any of these
things that have come under public scrutiny. Not with
respect to what led to the death of Vince Foster, who ev-

erybody believes, as you do, that that is a very personal
iragedy that should be left: alone. It's not that that's at is-
Jie. What seemns to be at issue is what happened with
fespect to things after his death, what has gone on after
his death, and what might have been withheld from pub-
lic disclosure, and those kinds of issues. That's number
one.

Number two, you now have Webster Hubbell going
back, and as I understand from reports, not because you
told me, is that you were a kind of intermediary between
Webster Hubbell and the President, with respect to his
leaving. Is that correct? '

Amb. KANTOR: Number cne, I never talked to the
President about this until after Web Hubbell made his
decision. Number two, I've been his friend for gosh, nine
or 10 years now, and we met not through the Clintons,
because we were— happened to be hired by the same
client to handle a trial in Indiana and a trial in
Arkansas, frankly. Number three, there’s no person of
greater integrity I've ever met in my life. Number four,
he found himself in a situation that is private nature,
doesn't involve any kind of public funds or public respon-
- sibility, with his former law firm, but yet, as a public offi-
cial, it is going to be dragged out into the public, It would
have affected his family, affected the President’s pro-
gram, and frankly, affected his ability to carry out his
ab. He decided on his own to leave the government be-
use he didn’t want this to happen. And the fact is, he
showed a tremendous courage and resolve, commitment
to the President, but also commitment to the Department
of Justice.

You know, if that department has been— the career

lawyers there, to the person, will tell you he was the glue
there. The attorney general said that.

ROSE: Right, she did.

Amb. KANTOR: He did a marvelous job in pubhc sarv-
ice, and it’s shameful that he had to leave.

ROSE: And everybody is saying that.

Amb. KANTOR: Just shumeful.

ROSE: But it wasn’t because of anything in Washing-
ton. This was because of pressure back from the Rose law
firm,; was it not?

Amb. KANTOR: But that's a private matter, should
have been kept private, did not need to be dragged into
the public. But in this atmosphere—

ROSE: But how do you think it got pubhc" I mean, it
wasn't because somebody went up there and put'a gun to
the head of the Rose law firm and said;, “Tell us what's
going on.”

Amb. KANTOR: 1 cant answer that. [ have no earthly
idea. Obviously, I don’t know.,

ROSE But were you, in a sense, a kind of conduit
Mere? [ mean, was he talking to you rather than to the—
h respect to leaving {crosstalk]

Amb. KANTOR: Well, we would naturally talk, we're
close friends, and obviously we talked all through the
weekend. '
ROSE: One last questlon about all of this,

Amb. KANTOR: I was more of a sounding board than I
was anything else. :

ROSE: And the President said he probably made the
right decision, considering the circumstances and the at-
mosphere, and you agree with that?

Amb. KANTOR: He did, he made the right decision. I'm
so sorry we lost his services in this government. We need
people like Web Hubbell.

ROSE: Does the White House need a change, in terms of
the staff, to bring new people with different perspectives
in there, to surround people who come— you’ve obviously
had some changes, you've got Harold Ickes there, you've
got Lloyd Cutler come in there for a temporary period of
time. Do they need to make more changes, and will we
see more changes on the staff of the President in the
White House?

Amb. KANTOR: Here’s whats fascinating. This Presi-
dent had the best first year in office of any president
since Dwight Eisenhower. He got his family leave bill
through. National service was paassed. An economic pro-
gram got through that held down the budget deficit,
lowered it significantly, and kept down long-term inter-
est rates and grew our ecoromy. He got the North Amer-
ican Free Trade Agreement through. He finished the
Uruguay round of GATT, which is the biggest trade
agreement in history. He led a successful Asia Pacific
Economic Cooperation forum. He is now about to change
our health care system, which is badly in need of reform.
He's trying to change a welfare system.

ROSE: Your point is that this is a staff that served him
well and he ought to keep it intact.

Amb. KANTOR: They have served him well, they ought
to keep it intact. We ought to come back to the

_ [erosstalk}—

ROSE: They don’t need any more msuiers with a dif-
ferent experience to come in there and help them run
this [crosstalh]?

Amb. KANTOR: Frankly, if you look at the reoord—

"ROSE: Okay.

Amb. KANTOR: —it is a terrific record, and people
there ought to be, frankly, lionized, not criticized.

ROSE: Okay. One last question..

Amb. KANTOR: Sure.

ROSE: I said that was the last question, this is the last
question. Do you think that because of all the conversa-
tions that have taken place, that as Dan Rostenkowski
has said, and as Congressman Lee Hamilton has said,
and Senator Cohen, who’s about ready to join me on this
program has said, we need, probably by May or early
June, congressional hearings just to clear up all thxs stuff
once and for all? :
Amb. KANTOR: What we desperately need is health
care reform, welfare reform, a crime bill, a good budget:
that the administration has put before the Congress. We

—_—T
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néed to make sure we ratily the Uruguay round. We need
to move the country forward. We need to build jobs and
build cur economy, reforrn our educational system, and
then we'll all be better off. That’s what we need. -
ROSE: Hearings, yes or no?
mb. KANTOR: We don't need hearings on this sub-
ct. I think we've talked all too much about a subject
at is— that is irrelevant to where the country is going.
ROSE: I want you to come back in June when the Presi-
“dent has to make a decision on MFN and explain to me
what's happened betweer: now and then that changed
things.

Amb. KANTOR: I'll try to, I don't know if I can.

ROSE: Okay. Thaenks.

Amb. KANTOR: Thanks very much, Charlie.

ROSE: Mickey Kantor, trade negotiator for the Umted
States government.

We'l be right back. Senator William Cohen is here.
We'll tulk to him about trade and also about Whitewater
and other issues of concern to him, including what’s hap-
pening in the American intelligence community, Back in
a moment with Senator William Cohen. Stay with us.

[Senator William Cohen is alse an author.

published two books of poetry, three non-ficlion books,

and three novels, one of which was co-authored with
former Senator Gary Hart.} ‘

Republican Senator William Cohen

HARLIE ROSE: Republican Senator William Cohen
] Maine was not being impulsive last week when he
lled for congressional hearings into the Whitewater af-
fair. He has a track record in this area that gives him im-
mediate credibility. In 1973, as a congressman, he was a
- member of the House Judiciary Committee investigating

Watergate. In 1987, as a senator, he was .on the

" Iran/Contra Committee. In 1978, he sponsored the Inde-

pendent Counsel Law, which has been reauthorized.

many times. On Capitol Hill he wears many hats. He's
the ranking Republican on the Special Aging Committee,
he's on the Armed Services Committee, and he is the for-
mer vice chairman of the Intelligence Committee, so we
have lots to talk about, and I'm pleased to welcome him
back.

Thank you for coming.
Sen. WILLIAM COHEN (R) Maine: Charlie, good to
be here. .
ROSE: Great to see you. First, trade, becauSe Mickey
Kantor was just here. What do you think is going to hap-
pen with respect to MFN and the Chinese? And are we at
a terrible risk here? L
- Sen. COHEN: I think that we will find a way, and the

Chinese will find a way to back away from the precipice. .

I don’t think it’s in our interest or their interest for us to
come to this kind of collision. I belicve the rhetoric has
-heen such in the past that it makes it more difficult for
. » President to find ways in which to back away from
<& threat, at least, of taking away most favored nation

He has‘

F g

status, but I believe the Chinese will do some things, 1
think that we will then tone it down and that we will not
see a withdrawal of the preferred status.

ROSE: Yeah. So they’ll probably get the MFN status .

. and—

Sen. COHEN: I think another year.
ROSE: -—and somebody will do something that will al-
low everybody to have their face saved.

‘Sen. COHEN: [ think that they’ll probably get it for an.'

other year, and I think that they will take some
measures, and we will take some measures, but
ultimately, I think what we ought to do is to do less in
public and more behind the scenes, as far as diplomacy. I
think you get much further in dealing with the Chinese
leadership than— keeping the pressure on, but to do so
as quietly, in a way that doesn’t try to either embarrass

_ them publicly or humiliate them, but nonetheless reaf-

firming our commitment to human rights and humen
values as such. But there are ways you can do it without
trying to hit them over the head with a public stick con-
stantly. :
ROSE: Your colleague in the Senate and former fellow
basketball player, the senior senator from New Jersey,
Bill Bradley, has criticized the administration with
respect to— on the same grounds, for its policy with
respect to Japan. Do you think he’s right?

Sen. COHEN: I think there's also an element there.
Japan is going through a tremendous political transition
right now. I think the new leadership does want to

_change the way in which Japan is perceived by the world

and the way in which Japan does business with the
world. There’s no question in anyone's mind that they've
had a one-way street, as far as trade is concerned: But at
this particular time, to once again put the pressure on
publicly, without giving the new leadership an op-
portunity to start building some bridges within the vast.
Japanese bureaucracy creates some problems which may
manifest themselves down the line. I think we've got a
temporary victory, obviously, with Motorela, but I think
we also need to be very careful that we don’t put so much
pressure on that you allow the bureaucracy, really, to get
its back up without the. ability of the new leadership to
come in and to mold and bend it to change ita ways. So I
think Bill Bradley is correct, that we've got to find a way
to. deal with Japan, keeping pressure on, but do so in 2
way that’s productive for both of us. _
ROSE: On both counts, you seem to be sceing too much
public posturing by the admlmstration, too much saber-
rattling. '
Sen. COHEN: Well [ think that t.herea & danger in
that. Obviously, it got everyone’s attention this time, it
was. successful this time, as far as the Motorola issue is
concorned. But my own view is that you make more prog-
ress by sending your diplomats to meet with their cor-
responding officials, and to do so with a good, frank give .
and take, without posturing for your respective publics
back home. That is true for Japan as well as the United
States, so I tend to agree with Bill Bradley that that’s

g
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" Sen. COHEN:
__Committee.

mm:e effective.
ROSE: And what they say, though, is that we've had too

much cosmetic covering up of the differences in the past,.

and somebody needed to say, “We have fundamental dif-
ferences here, and the public needs to know about, and
hey are a real problem, in terms of the economic future
 both countries.”

en. COHEN: Well, I don’t think there’s been any at-
tempt to cover up the differences in the past. | recall
going to Japan with Senator Bob Dole back in 1985 and
he was very vocal about Japan not opening up its doors. I
was vocal during that meeting, and it was very public,
and so I think the pressure has been there publicly. We

" haven't apparently imprassed the Japanese that we were
prepared to go to the nth degree, as far as really taking .

some measures, and I give the administration credit on
this particular issue, on this ono. But I think that if we
continue ‘it without giving that new leadership an op-
portunity to break through and perhaps make some
gains within its own burecaucracy, then we may find
down the road it’ll be counterproductive.

ROSE: Yeah. What has to happen, how much— what
needs to be done in the CIA, at the CIA? I mean, with
respect to the Aldrich Ames disclosure?

Sen. COHEN: Well, fiyst of all, we've got to remember

that just because the cold war is over, intelligence:

gathering or spying is not. It seems to me that were
pointing {ingers at the wrong direction. On the one hand,
I am— [ can be critical of the Russians, who are reaching
out with one hand and asking for financial assistance
nd with the other they’re picking your pocket. There’s
pmething that's a bit offensive about that. But nonethe-

“iess, we had to understand that they are a country who

forewarned us, the former head of the KGB said that he
intended to continue collecting information so that Rus-
sia could compete on a basis with the western world, as
far as their scientifie and development programs are con-

‘cerned. That's a pretty strong signal that they’re going to

continue this spying acuvmes

ROSE: Well—

Sen. COHEN: I think what we [crosstalk].

ROSE: —there’s probably been no let-up in our spying
on them, oither.

Sen. COHEN: Exactly. No, exactly right. And it will
continue into the future. I think that economie and in-
dustrial espionage is going to continue. I think that all of

‘the various countries are going to continue their spying

activities, and we have to be prepared for it. What we did
not do is take seriously enough the kinds of measures to
counter that. For example, Senator Boren and myself
worked for over a year with—

ROSE: Your former co-chairman.

Sen. COHEN: —former— he was—

ROSE: Chsairman.

~—former chairman of the Intelligence

SE: Right.

= n. COHEN And we worked with an expert panel

that was headed up by Eli Jacobs that had Warren
Christopher, our secretary of state, on it. It had a num-
ber of peoplo, Ambassador Saul Linowitz [sp?] and
others, including Lloyd Cutler, who helped put together a
set of recommendations that would deal with this kind of
issue, of how do you preserve the civil liberties of people
who work in our government. We don’t want to Stalinize
our intelligence community as such by hoocking people up
to lie detector tests or urinalysis and other types of
maybe even truth serums from time to time in order to
protect our secrets. By the same token, we want to make
sure that those people who are granted access to our—
the most treasured national secrets really give up some- .
thing, they give up some of their rights of privacy, that
they egree in advance that their financial records should
be open to inspection without notice, that the FBI have
access to their credit charges and so forth. So I think that
we can do that and structure that, and we would have
prevented the Ames casc had we adopted these measures
some throe years ago. ‘

ROSE: Bill Safire and others have made a big deal
about lig detector tosts as a result [crosstalk].

Sen. COHEN: Right. Over-reliance.

ROSE: Over-reliance, too much of a reliance on lie
detector tests? ’

Sen. COHEN: [ think they do serve a function. They are
something of a deterrent, and not everyone is going to be
gkilled enough to pass it, although experts in the field
disagree, if you take a certain form of Valium or a
variant thereof, but I think it's at least one piece of a
deterrent. But I think there’s beon a heavy over-reliance
upon the lie detector test and not enough on those items
such as the purchase of a half-million-dollar house for
cash.

ROSE: Sure.

Sen. COHEN: And the purchase of a $100,000 car for-
cash.

ROSE: But when you talk to CIA experts, do they now
say, you know, “Look, we read the results wrong” or “The

_ results were wrong”? You know what I mean?

Sen. COHEN: Well, I think you get different interpreta-
tions. On the second lie detector test, I think the evi-
dence apparently was there that should have raised a lot
of red flags.

ROSE: So what happened? They just didn’t want to read
it?

Sen. COHEN: It got [crosstalk]. They either didn’t read
it correctly, or didnt want to read.it. but I think that
they simply let this one go, and there’s probably others. -
that have— arein a similar circumstance.

ROSE: Others that probably should have been a red flag
but they didn’t read it, and so therefore there may be
other people in the CIA who— .
Sen. COHEN: There’s a real ';)osmhxhty

ROSE: —yeah.

Sen. COHEN: That— what we're talking about is greed.
We've witnessed the decade of the spy during the '80s.
Well, it's a decade and a half now, because we see with
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Ames, who started in the '80s, it carried over into the

'90s. And one can’t say this for certain, but one could rea-
sonably conclude that if he were corrupted by the need
for money, there may be other people as well.

ROSE: Do you know what stuns me about this? And just

= show me how naive I am.

Sen. COHEN: Okay.

OSE: Two and a half million dollars to get the names
of 10 agents working for the United States inside the
Kremlin is a bargain, and I would think that a govern-
ment could spread— you know, if they had said to me,
“We spent $250 million o get the names of people who
‘were working inside our government,” I'd say that's prob-
ably a pretty good deal.

Sen. COHEN: Right.

ROSE: It just secms like it’s cheap. -

Sen. COHEN: Well, the Russians, or the former— the
Soviets historically have been known for their lack of
generosity.

ROSE: They’re parsimonious about this, are they?

Sen. COHEN: Oh, absolutely. They were buying people
very, very cheap. This is probably the most they've ever
paid. But it shows you the degree to which, when people
compromise themselves by putting themselves in finan-
cial situations which make it easier for them to turn a
traitor, to become a traitor to their country’s interests,
that a million dollars to someone like that seerms like a
lot of money, perhaps, or $2 million to the Russi'ans, they
get a great deal [crosstalk].

. ROSE: Oh, that was a bargain, wasn't it? Yeah. You be-

Neve, | hear you saying that there may very well be on

e surface the appearance that Mr. Ames had someone

helping him inside the CIA. There may be another moleé. " -

Sen. COHEN: That's another possibility. I don’t think
you can rule it out.

ROSE: I know. And I know you can’t say it for certain. -
Sen. COHEN: And you can’t say for certain.

ROSE: But your best instinet, having served on the In-

telligence Committee and having dealt with these kinds
of issues and these kinds of oversight ﬁmcuon, is proba-
bly?

Sen. COHEN: I think that there are probably others
within the intelligence .community, whether .it's at the
CIA or some other branch of our intclligence service, |
have no information, just an instinct that says there’s
probably somebody else out there as well.

ROSE: Yesh.

Sen. COHEN: Whether he ‘cooperated with Amos or not
1.don’t know.

ROSE: let me say this. But your logic tells you that
- Ames couldn’t have done this alone.

Sen. COHEN: Well, he may—

ROSE: Logic, not information.

Sen. COHEN: Logic would say that he had help some-
where along the way other than his wife.

ROSE: Within the CIA?

n. COHEN: Within the intelligence community as

ROSE: Yeah. Is that the helief of the agency?

Sen. COHEN: I don't know. I think that they’re takmg
no chances at this peint. They're looking everywhere.
And of course, it’s a danger. This may be a phantom mole
that they're searching for, and you can do as much
damage in the search for a phantom mole as you can
with a real one. So I think at this point they don’t know.
They don't know how. much damage has been done, ex
cept that it's been an extraordinary amount, and they're
geing to have to go back and look at every contact that
he'’s had, other people he worked with. Where did he get
the information? How did he acquire information outside
his field? Did he do it because somebody was supplying
him with documents? Or did he use it— acquire it
through the use of a computer? We have computer hack.
ers. He may be one, or had the benefit of that kind of ac-
ceas. So it's difficult, at this point, to know whether he
had. assistance from other branches, other individuals
within the community, or whether he was getting it
through the use of computers and other fcrosstalk].
ROSE: And what's amazing about it to me, you know,
Bgain, it is how do wo know — and Safire, I mean, in -
part, raised this issue 100 — how do you know, when the
CIA was making bad judgments about Soviet economic
welfare, you know, how well the Soviet economy was
doing before the Soviet Union collapsed, how much dis-
information was the United States getting about what
was going on there, and how quicker might we have
ended the cold war if we didn’t have bad information
compromised by Mr. Ames?

Sen. COHEN: Well, I don't think it was a questmn
about the economic state of affairs in the Soviet Union.

. ROSE:*"Or their intentions or the amount of nuclea‘r‘

weapon they had, or whatever. ,
Sen. COHEN: ] think we're finding— you see, I think

- were ﬁndmg out at the close of the cold war, with all the -

access we're now getting to various files from the East
German intelligence network and so forth, that we un-
derestimated what they were doing, in terms of their mil-
itary buildup. So I don’t think the economic factors are
the oneg— :
ROSE: We underestimated what their

Sen. COHEN: Undereatimated.

ROSE: But we overesumated the condition of their eco-
nomy.

Sen. COHEN: That’s right. But we underesnma;ed
what they were doing militarily, what they ‘were un-
dertaking.

ROSE: Yesh. And that was because we had bad infor—
why? Why?

Sen. COHEN: Woll, you ean never be certain. You have
different estimates. The Defense Intelligence Agency, the
DIA, tends to be more conservative, with higher
estimates, in torins of what Soviet spending is really
directed to than docs the CIA or perhaps the State De-
pariment’s intelligence branch. But you can never be

- sure. You have a closed country, you're trying to pene-
- trate, you're trying to gain access through sples, as guch,
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to give you information &s to what thoy're up to. You can
never be perfect in the intclligence-gathering business. 1
think we did— I think we do a great job, frankly, given
the tasks that are imposcd.
ROSE: “We” being the American intelligence agencies?
Sen. COHEN: [ do.

OSE: Yoah.
en. COHEN: Even thocugh we make mxstakes, we still
do a groat job.
ROSE: Yeah. What do you think about the guy who
defected, whose name I can never remember, Yurichenko
[8p?], 1 think his name was. Was he in fact sent by them,
in your judgment now, and he always intended to go
back, or do you think he simply changed his mind after
he got here?
Sen. COHEN: 1 don't know. | wrestled with this ques-
tion while he was here, and I— at the time, I felt that jt
was more of a dangle, so to speak, in Safire’s word.
ROSE: Right. That's what they call it, right.
Sen. COBEN: But you can’t te]]l whether or not he be-

came suspicious in dealing with Mr. Ames, who was one

of his apparent handlers or interrogators.
ROSE: One of his debrief— mterrogatnrs yeah when
he came here.

Sen. COHEN: Right. And perhaps when he started
hearing about the kind of questions that Mr. Ames was

asking, he may have gottin suspicious in time for him to
~ getout. So [ don't know. It’s hard to say.
ROSE: So Ames may very well, by thé kind of questions

' he asked him, sent a word to him that— explain this to

vden. COHEN: Well, if you're being interrogated by Mr.
Ames and then you stari learning certain things were

taking place back in Moscow, you may get very suspi-

cious about where that information is going. I don’t know

if that’s the case. My own judgment, ultimately, is that

Yuchenko [sp?] came here, was probably here to be

dangled, as Mr. Safire calls it, but I have no way of really

proving that.

ROSE: All right. But for the record, you believe that he

came here with the intention of going back, and he was

hero to draw attention away from Mr. Ames, and he al-

ways intended to go back. Is that what you belicve?

Sen. COHEN: That was my—

ROSE: Then and now?

Sen. COHEN: —that's what my intuition was then and

still believe that, but— ‘

ROSE: More reason to believe it now than then.

Sen. COHEN: —yes, except you have to take into ac-

count thut he was unhappy with the way in which the in-

terrogation was going, hxs~- the quality of his life.

ROSE: Yeah.

Sen. COHEN: The fact that he had a romance that

seemed to go on the fritz and such. So there were—

ROSE: Yeah. I
..Sen. COHEN:' —you can make a competing case, an

s+~ ually compelling case. My own feeling at the time was

¥ “ittor be very careful of lhls individual.

ROSE: Yeah. How much damage did Ames do?

Sen. COHEN: Well, it's hard to assess it. We know that
there are a number of individuals who died as a result of
his activities.

ROSE: The number is 10 at least.

Sen. COHEN: And there may be more. But that's what
they call, in the old spy trade, of rolling up your in-
telligence network. Rolling up means the liquidation of
the people that you have been acquiring to collect in-
formation for you, and it appears that he was directly re-
sponsible for their being rolled up, having them rolled
up. We don’t know, at this point, exactly how much in-
formation he gave. It's unlikely that we will ever know,
unless he decides to tell us, and in that case, you'd have
to be careful what he was telling you was the truth. So
we may never know how much the damage is. We do
know that he had access to information, as far as our in-
telligence apparatus was concerned, which has been com-
promised, and we do know that he had access to areas of
intelligence beyond his area of expertise and jurisdiction,
which means it could be. much wider than we know at

-this point.

ROSE: Let me turn to Whitewater.
Sen. COHEN: Okay.

. ROSE: Senator Dole got you involved in this because he

wanted someone other than Senator D’Amato out front
for the Republicans; ‘
Sen. COHEN: No, that's not exactly it. Senator
D'Amato went to Senator Dole and asked Senator Dole if
I could be brought into meet with Mr. Fiske during a
scheduled meeting in Senator D’Amato’s omce

ROSE: D’Amato acked Dole?

Sen. COHEN: Right.

ROSE: Right.

Sen. COHEN: And then Senator Dole came to me and
suggested that I attend the meeting, along with his chief
of staff, Sheila Burke. And 1 was happy to do. Had Sena-
tor D’Amato asked me, I would have done so directly, and
I think he just wanted to make sure that he was travel-
ing on the correct path in pushing for hearings. But | was
more than happy to do it, in any event, and I certainly
think that Senator D’Amato deserves credit for raising
the issue. I mean, were it not for his perseverance, we
wouldn’t have known about the—

ROSE: And his questioning of Roger Altman.

Sen. COHEN: And his questioning of Roger Altman.
And frankly, it comos back to the issue— I think it's been
blown completely out of proportion, this entire——

ROSE: What's been blown out of proportion?

Sen. COHEN: The Whitewater affair as such. This, in

. my judgment, never should have been raised to a level of

a criminal investigation. To my knowledge, there have
been no allegations of criminal wrongdoing directed
toward the President or the First Lady. Now, there may
be, in the wake of some of the activities to prevent this
from coming forward, maybe somo—

ROSE: Now, do I remember or am I erazy, that Republi-
cans were saying as. this thing got underway that we

_;1_.
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nced an independent counsel?
Sen. COHEN: Let me tell you how it got underway.
What happened was, the Republicans called for hearings
into this entire matter. There have been hearmgs all
through the '80s about the S&L mess.
ROSE: Right. Yeah.
Sen. COHEN: It seems to me there is a federal respon-
sibility here, if you're talking about $50 million of the
taxpayers’ money being lost through certain activities of
a— of a bank down in Arkansas. So there’s & federal con-
nection, a federal responsibility. The Republicans on the
committee are agking for a hearing dealing with this,
ROSE: Well, weren’t some Republicans saying we need
an independent prosecutor and a}l?
Sen. COHEN: Not initially.
ROSE: Not initially?
Sen. COHEN: Initially it was simply give us haanngs
ROSE: Only hearings?

Sen. COHEN: Right, ard they said no hearmgs under
" any circumstances.
ROSE: The Democratic leadership in the Congress said
that?
Sen. COHEN: R)ght. No hearings. And to me, that
seems to me it's a doublée standard. We have one rule of
law thal we're supposed to abide by. We don't have a
separate rule for presidents, another for paupers. We
don’t have one for those who govern, those who are gov-

erned. We don’t have a separate rule for Republicans and -

one for Democrats, at least we shouldn't. So I think that
it could have been handled very quickly back in the fall
last year.

OSE: If there had been hearings.

Sen. COHEN: If there had been heanngs And vent or
ventilate the issues, because that really is the function of
Congress, to deal with issues involving public institu-
tions, as to whether they have been used properly or im-
properly.

ROSE: All right.

Sen. COHEN: Now, being stonewalled on that issue,
then the—

ROSE: By the Democratic leadership and the White
House.

Sen. COHEN: —-—nght ‘
ROSE: And the legal counsel to ‘the Premdent Mr.
Nussbaum.

Sen. COHEN: Exactly, then it became “Well, we have "

to have a special counsel.” There's some irony involved in
all of this, because I helped to write the Independent
Counsel Act back in 1978. It had been reauthorized
. twice. It was allowed to lapso at the end of the Bush ad-
ministration’s tenure, over my objection. I felt that we
would rue the day that Republicans allowed that to
lapse. You may very well have a Democratic president,
you may very well have allegations of wrongdoing, you
will want independent counsel. Nonetholess, as a result
of being stoncwalled on that, Republicans then said,
M}

d they called for the appointment of a special counsel.

{ell, we have to have some independent investigation,” -

ROSE: All right. Yeah, but here is the irony of this, and
I don’t want to give Bill Safire more credit than he
deserves, however, I'm quoting him one more time. He
suggesta that by raising it to a criminal question, that

- the reference there works to the benefit of the Democrats

and the President, rather than full disclosure, because if
you say there's noe criminal investigation, case closed,
there will never be any hearings, and questions of ethics
and propriety will not be fully exposed.

Sen. COHEN: I think that’s the strategy.

ROSE: You do?

Sen. COHEN: I do.

ROSE: Yeah. So they may win, after all, on that.

Sen. COHEN: = Well, they may, but you see, I think
you're geeing a growing sentiment now with the moder-
ate leaders and the—

ROSE: Rostenkowski and Hamilton?

Sen. COHEN: Hamilton is a highly respected individu-

al. I've had a number of Democrats come to me and

saying, “Can’t we resolve this, get the hearings out of the
way?” Because what's going to happen is, not withstand-
ing the strategy of having it elevated to a criminal in-
vestigation—

ROSE: I've got to go, but make it quick. ’

Sen. COHEN: Okay. Nonetheless, that with pressurs
brought to bear Lo have a—

ROSE: Hearings are inevitable by June?

" Sen. COHEN: Well, whenever, but the sooner the better

for the President, and I think the sooner the better for
the Domocratic majority.

ROSE: Great to see you.

Sen. COHEN: Okay. Thank you.

ROSE: Thanks very much Sorry to rush you at the end’
there.

All right. Senator Bill Cohen, it'’s always good to see
him.

I thank you for j Jommg from Washington. We will see
you tomorrow night with a very special broadcast of all
the actors from— Liam Neeson and Anthony Hopkins in
a composite of talking about the craft of acting. Don’
miss it, tomorrow night on our program from New York

A See you then.

Copyright © 1994 Thirteen/WNET.
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THE URUGUAY ROUND:
GROWTH FOR THE WORLD, JOBS FOR THE U.S.

Introduction

Madam Chairwoman, thank you very much. I appreciate the chance
to be here today to discuss with you the Uruguay Round agreement,
reached by 117 countries on December 15. The agreement marked
the completion of more than seven years of negotiations.

\

The Uruguay Round agreement will reduce barriers blocking exports
to world markets (in. agrlculture, manufactured goods, and
services) and will create a more fair, more comprehensive, more
effective, and moére enforceable set of world trade rules. In
order to assure the efficient and balanced implementation of the

. agreements reached, they also created a new wOrld Trade

Organization (WTO).

The Administration believes that the Uruguay Round agreement will
justify the years of hard work and frequent disappointment that

"has marked the negotiating process. It will provide a major

boost to the global economy in the coming years and into the next
century, from which the United States will benefit a great deal.
This agreement sets the stage for the U.S. to become a more
competitive, productive and prosperous nation in the years to
come.

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 Administration benefitted from
the work of our predecessors, Presidents Reagan and Bush, and

. Trade Represientatives Bill Brock, Clayton Yeutter and Carla

Hills.

We benefitted from the steadfast, bipartisan support of Congress.
Congress supported the negotiations, but demanded constant proof
that the results of the Round furthered the interests of U.S.
companies and workers. You set strong negotiating objectives in
the 1988 Trade Act, whlch I belleve that we have met.



We benefitted from the advice and support of the private sector,
who recogniZed the importance of completing the Round for the
U.S. economy and global growth, and who gave us insight and
understanding of the needs of hundreds of sectors of our strong
and diverse economy. '

The Uruguay Round trade agreement is the largest, most
comprehensive trade agreement in history. The existing GATT
system was incomplete; it was not completely reliable; and it was
not serving U.S. interests well. The new agreements open up
major areas of trade and provide a dispute settlement system
which will allow the U.S. to ensure that.other countrles play by
the new rules they have just agreed to.

The successtul-conclus;on‘of-the Uruguay Round negotiations was
an important. part of the President’s strategy for strengthening
the domestic economy. ' Just over a year ago, President Clinton

entered office, faced with daunting challenges in his effort to
restore the American Dreanm. :

The economy was stagnant. Unemployment was high, and confidence
was down. In just one year, we have turned a corner. oOur
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 eliminatée the gap between high-skill workers, for whom
opportunities abound, and those lower skilled workers- who lack .
opportunities, and even hope? At a time our workers are the most
productive in the world, meaning it takes less workers to do the
same work, how do we create new jobs and 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 probléms, creating jobs and making our country more
prosperous for our children. All of the parts work in tandenm,
each reinforcing the other. ' '

An essential element in this strategy‘is to expand and open
foreign markets. Expanding trade is critical to our ability to
compete in the global economy and create high-wage jobs. That is
why the President spent so much time in 1993 -- with not only the
Uruguay Round but also the North American Free Trade Agreement,
the establishment of the Japan Framework, the Asia Pacific
Economic. Cooperation conference to fa0111tate trade in that
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region. That is why we vigorously enforced our trade laws which
resulted in opening the markets for heavy electrical equipment in
Europe, telecommunications in Korea, construction in Japan, and’
enhanced protection for copyrighted and patented products in a
number of nations, led by Taiwan and Thailand.

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

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

The benefits of trade ripple through our economy. Trade benefits
not only the company that exports, but also the company which
produces parts incorporated in exported products, the insurance
agency which insures exporters, and the grocery store near the
exporter’s factory. At the same time, increased access to
foreign markets and increased competition at home benefit
consumers. Lower trade barriers reduce prices, improve the
quality, and widen the choice of consumer good. This benefits
both families and companles 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 equ1pment to consumer goods.

"Made in the USAY still represents a standard of excellence,
espe01ally for products that will become more important in the
¢oming century. America leads the world because of our
imagination and creat1v1ty

The United States, then, is positioned economieally, culturally'
and geographically to reap the benefits of the global econony.

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 diversity, freedom and
tolerance will continue to attract the best and the brightest

'
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from around the world ensuring that we will never stagnate as a
people.

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

Our trade policy is guided by a simple credo. We want to expand
opportunities for the global economy, but insist on a similar
responsibility from other countries. :

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

For other nations to enjoy the great opportunities 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 involved.

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

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

they can compete on a level playlng fleld.wwwﬂgwﬁéu

President Clinton led the effort to reinvigorate the Uruguay
Round and to break the gridlock, which had stalled the ,
negotiations despite seven years of préeparation and_another seven
years of negotiations. : ‘

We did not accompllsh everythlng we wanted to in the Uruguay.
Round. 1In the services area, we wanted to go further than the
world was ready to go. The tran51t10n periods for patent and
‘copyright protection are longer than we wanted. We were bitterly
disappointed by the European Union’s intransigence with respect
to national treatment and market access for our entertainment
industries«

_But the final result is very good for U.S. workers and companles.
It helps us to bolster the competitiveness of key U.S.
~industries, to create jobs, to foster economlc 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
competltlon in foreign markets will be fair.

‘More 1mportantly, the final Uruguay Round agreement plays to the
strengths of the U.S. economy, opening world markets where we are
most competitive. From agriculture to high-tech electronics, to
pharmaceuticals and computer software, to business services, the
United States is uniquely positioned to benefit from the
strengthened rules of\a Uruguay Round agreement that will apply
to all of our trading partners.

The Uruquay Round

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 history;

° protect the intellectual property of U.S. entrepreneurs in
industries such as pharmaceutlcals, entertainment and
software from piracy in world markets;

° ensure open foreign markets for U.S. exporters of services
such as accounting, advertising, computer services, tourism,
-engineering and construction; »

J greatly expand export opportunities for U.S. agricultural
products by reducing use of export subsidies and by limiting
the ability of foreign governments to block exports through
tariffs, quotas, subsidies, ‘and a variety of other domestic
policies and regulations;

J assure that developing countries live by the same trade
rules as developed countries and that there will be no free
riders;

° create an effective set of rules for the prompt settlement

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

J open a dialogue on trade and environment-

This agreement will not

o impair the effective enforcement'of U.S. laws;
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. limit the ablllty of the United States to set its own
: env1ronmenta1 or health standards; or

L erode the soverelgnty of the United States to pass its own
laws.
The Uruguay Round agreement will create a new organization -- the

World Trade Organization -~ that will support a fair global
trading system into the next century and replace the General
Agreement on Tariffs and Trade (GATT).

Some have expressed concern that the Uruguay Round results mean
the loss of Section 301. That is simply not. an accurate
analysis. As a result of the Round we have made Section 301 a
more effective tool in the multilateral context. We have
improved existing trade rules, extended the rules to cover new
areas of trade, and strengthened the procedures to enforce the
rules. ‘In other words, we:will be able to use Section 301 to
ensure that the multilateral rules are observed. For issues not
covered by the new rules and for countries not members of the
WTO, there will be no change in the way we resolve disputes; we
wlll continue to use section 301 bilaterally. 1In addition, we
will not shrink from using Title VII to combat unfair trade.,

Notwithstanding tremendous international pressure to weaken
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 significant impact on our exporters of goods and
services and develop a strategy for addressing them. We intend
to work closely with Congress in implementing how we go after
foreign trade barriers in both the bilateral and multilateral
context. We are confident we have no shortage of tools.

While the world has benefltted enormously from the reduction of
trade barriers and expansion of trade made possible by the GATT,

" the GATT rules were increasingly out of step with the real world
They did not cover many areas of trade such as intellectual
property and services; they did not provide meaningful rules for
important aspects of trade such as agriculture; and they did not-
bring about the prompt settlement of 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 WTO will require that all members take part in all major
agreements of the Round, eliminating the free-rider problem.
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From agreements on import licensing to antidumping, all members
of the WTO, will belong to all of the major international
agreenments. '

The WTO will also require developing countries -- 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
opening their own markets. The WTO will have ‘a strengthened
dispute settlement system, but will allow us to maintain our
trade laws and sovereignty. :

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

Market Access. The WTO will reduce industrial tariffs by over
one third. On exports'frbm the U.S. to the European Community,
the reduction is over 50 percent. In an economy increasingly:
reliant on trade, opening markets abroad is absolutely essential
to our ability to create jobs and foster economic growth here at
home. Our nation’s workers are the most productive in the world.
and reduced tariffs will enable these workers to compete on a
more level playing field. . :

" Agriculture. U.S. farmers are the envy of the world, but.too
often they were not able to sell the products 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 world. ‘

The Uruguay Round agreements will reform policies that distort
the world agricultural market and international trade in farm
products. By curbing policies that distort trade, in particular
export subsidies, the World Trade 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, environmental services,
engineering and tourism. When a company makes a product, it
needs financing, advertising, insurance, computer 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 rules on trade in services,
which will ensure our companies and workers can compete fairly in
the global market. While in certain key areas, such as
telecommunications and financial services, the U.S8. did not
obtain the kind of market access commitments we were seeking, we
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kept our leverage by refusing to grant MFN treatment to our
trading partners, and continued negotiations.

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

'The World Tirade Organization will administer international rules.
to protect Americans from the global counterfeiting of their
creations and innovations. These are the areas which represent
some of the most important U.S. industries of the future.
Stemmlng the tide of counterfeiting works to protect U.S.
companies and workers, partlcularly as U,S. exports of
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.

The TRIPS agreement is the first international agreement that
places stringent limits on the grant of patent compulsory
licenses for this critical technology. Under TRIPs, this
industry’s patents and layout de31gns can not be used for
commercial purposes wlthout the permission of the patent 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.

WORLD TRADE ORGANIZATION

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

The WTO will help to resolve the "free rider" problem in the
world trading system. The WTO system is available only to
countries that agree to adhere to all of the Uruguay Round A
agreements, and submit schedules of market access commitments for
industrial goods, agricultural goods and services. This will
eliminate the shortcomings of the current system in which, for
example, only a handful of countries have voluntarily adhered to
disciplines on subsidies under the 1979 Tokyo Round agreement.
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The WTO Agreement establishes a number of institutional rules
that will be applied to all of the Uruguay Round agreements. We
do not expect that the organization will be different in
character from that of the existing GATT and its Secretariat,
however, nor is the WTO expected to be a larger, more costly,
organization. :

DISPUTE SETTLEMENT

The Dispute Settlement Understanding (DSU) creates new procedures
for settlement of disputes arising under any of the Uruguay Round
agreements. The new system is a significant improvement on the

existing practice. 1In 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 dispute settlement panel. The
losing party cannot block adoption of panel reports; they will be
adopted unless all WTO Members agree to reject the report. In
order to better ensure that GATT obligations are adjudicated
properly, a country can request appellate review of the legal
aspects of a report. The dispute settlement process can be
completed within 16 months from the request for consultations
even if there is an appeal. ‘Public access to 1nformat10n about
disputes also is 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 the panel ruling and recommendations, and there
will be authorization of retaliation in the event that a Member
has not brought them into conformlty with its obllgatlons within
that set period of time.

o

The automatic nature of the new procedures will vastly improve

- the enforcement of the substantive provisions in each of the
agreements. Members will not be able to block the adoption of
panel reports. Members will have to implement obligations
promptly and the United States will be able to take trade action
if Members fail to act or to provide compensation acceptable to
us. Trade action can consist of increases in bound tariffs or
other actions and increases in tariffs may be authorized even if
there is a violation of theé TRIPS or Services agreements.

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



INDUSTRIAL MARKET ACCESS ‘ ‘ -

The United States achieved substantially all of its major

" objectives in the industrial goods market access negotiations.
As a result, increased market access opportunities will be
available to U.S. exporters of industrial goods.

Key provisions of the market access for goods agreement include:

o Expanded market access for U.S. exporters through tariff
reductions secured from countries which represent
approximately 85 percent of world trade; '

©  The elimination of tariffs in major industrial markets, and
significantly reduced or eliminated tariffs in. many
developing markets, in the following areas: -

-- Construction Equipment
-~ Agricultural Equipment
-- Medical Equlpment ‘
-- Steel
-- Beer
-- Distilled spirits

. == Pharmaceuticals

- —-- Paper '
-= Toys
-- Furniture

o Deep cuts ranging from 50 - 100 percent on important
electronics items (semiconductors, computer parts,
semiconductor manufacturlng equipment) and on scientific
equipment by major U S. tradlng partners; and _

o Harmonization of tariffs by developed and major developing
countries in the chemical sector at very low rates (0, 5.5
and 6.5 percent).

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

In general, most tariff reductions will be implemented in equal
annual increments over 5 years. Some tariffs, particularly in
sectors where duties will fall to zero, such as pharmaceuticals,
will be eliminated when the agreement enters into force. Other
tariffs, particularly in sensitive sectors, including some
sensitive sectors for the United States, w1ll be phased-ln over a
period of up to ten years. -

As part of the United States offer, many non-contréversial duty
suspensions introduced in the 102nd Congress, as well as many
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introduced in the 103rd Cohgress, were made permanent. :
Implementation of these reductions will occur on entry into force
of the Agreement.

The schedule for finalizing the results of the market access
negotiations requires governments to have submitted draft final
schedules on or before February 15, 1994; final schedules are due
by March 31, 1994. A process of verification and rectification
~is underway. Additionally, the United States has been
encouraging other partners. that have not yet done so to improve
existing offers to match the U.S. contribution. :

TECHNICAL BARRIERS TO TRADE

The Agreemenit on Technical Barriers to Trade improves the rules
respecting standards and technical regulations. In particular,
the agreement provides that standards, technical regulations and
conformity assessment procedures (e.g., testing, inspection,
certification, quality system registration, and other procedures
used to determine conformance to a technical regulation or

- standard) are not discriminatory or otherwise used by governments
to create unnecessary obstacles to trade. The Agreement improves
disciplines concerning the acceptance.of results of conformity :
assessment procedures by another country and enhances the ability
of a foreign-based laboratory or firm to gain recognition under
another country’s laboratory accreditation, inspection or quality
system registration scheme. The Agreement includes a process for
the exchange of information, including the ability to comment on
proposed standards-related measures made by other WTO Members and
" a central point of contact for routine requests for information
on existing requirements. Furthermore, unlike the existing TBT
Code every country that is a Member of the new WIO will be
required to implement the new TBT Agreement. :

The new TBT Agreement ensures that each country has the right to
establish and maintain standards and technical regulations at its
chosen level of protection for human, animal and plant life and
health and of the environment, and for prevention against
deceptive practices. The Agreement generally encourages the use
by governments of international standards, when possible and
appropriate. At the same time it provides. that each country may
determine its appropriate level of protection and ensures that
the encouragement t6 use 1nternat10nal standards will not result
in downward harmonization.

SANITARY AND PHYTOSANITARY MEASURES
The Agreement on the Application of Sanitary and Phytosanitary
("S&P") Measures will guard against the use of unjustified S&P

measures to keep out U.S. agricultural exports. S&P measures are
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laws, regulations and other measures aimed at protecting human,
animal and plant life and health from risks of plant- and animal
borne pests and diseases, and additives and contaminants in foods
and feedstuffs. They include a wide range of measures such as
quarantine requirements and procedures for approval of food
additives or for the establishment of pesticide tolerances. ‘The
S&P agreement is designed to distinguish legitimate S&P measures
from trade protectionist measures. For example, S&P measures
must be based on scientific principles and not maintained without
sufficient scientific evidence and must be based on an assessment
of the risk to health, appropriate to the circumstances.

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

In order to facilitate trade, the S&P agreement generally
requires the use of international standards as a basis for S&P
measures. . However, each government remains free to adopt an S&P
measure more stringent than the relevant international standard
where the government determines that the international standard
does not provide the level of protection that the government
deems appropriate.

Because there may often be a range of S&P measures available to
-achieve the same level of protection, the agreement prov1des for
an importing member to treat another member’s S&P measure as '
"equivalent to its own if the exporting member shows that its
measures achieve the importing member’s level of protection. The
agreement also provides for adapting S&P measures to the sanitary
or phytosanitary characteristics of a region, in particular
calling for recognition of pest or disease free areas and areas
of low pest or disease prevalence. For example, if an exporting
member can assure an importing member that a particular area or
region is free of pests or diseases of concern to the importing
member, the exporting member should be able to trade from that
area. v :

Finally, there are provisions for transparency of S&P measures,
including public notice and comment and the maintenance of
inquiry points where information about S&P measures can be
obtained. : »

In the final days of the negotiations, the United’Stateé was able
to obtain several improvements in the S&P agreement to respond to

environmentél concerns. The original S&P text ‘ o
provided that S&P measures must "...not be maintained against

available scientific evidence." This language was unclear and. -
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did not take account of the fact that there is often conflicting
scientific evidence. This section of the Agreement was changed
to "...not maintained without sufficient scientific evidence,
except as provided in paragraph 22." Paragraph 22 allows a
member to provisionally adopt S&P measures on the basis of
available pertinent information where there is insufficient
relevant scientific ev1dence

To clarify that no "downward harmonization" of S&P measures is
required under the agreement, the U.S. obtained an explanatory
footnote to paragraph 11, which provides that a "scientific
justification" is one ba51s for introducing or maintaining a
measure more stringent than the relevant international standard.
The footnote explains that "there is a scientific justification
if, on the basis of an examination and evaluation of available
.scientific information..., a Member determines that the relevant
international standards, ... are not sufficient to achleve its
appropriate level of protectlon."

The United States also succeeded in obtaining changes to the
original S&P text requirement that members "ensure that ...
measures are the least restrictive to trade, taking into account
technical and economic fea31b111ty " This language was unclear
and could be given an overly narrow, unreasonable interpretation.
The revised language requires that members ensure that their S&P
measures are "not more trade restrictive than required to achieve
their appropriate level of protection, taking into account
technical and economic feasibility." 'In addition, a footnote was
inserted clarifying that a measure is not more trade restrictive
than required unless there is another measure, reasonably
available taking into account technical and economic feasibility,
that achieves the appropriate level of protection and is
significantly less restrictive to trade. These two changes make
it clear that a member is not requlred to adopt unreasonable S&P
measures or to change a measure based on 1n51gn1flcant trade
effects.

ANTIDUMPING

The U.S. objectives in the Uruguay Round antidumping negotiations
were to improve transparency and due process in antidumping
proceedings, develop disciplines on diversionary dumping, and
“ensure  that the antidumping rules continue to provide an
effective tool to combat injurious dumping. The Agreement
substantially achieves these objectives.

In preparation for the final Uruguay Round negotiations, Members
of Congress and U.S. industries identified several issues that
would to have to be addressed to make the so-called Dunkel Draft
Antidumping Agreement acceptable to the United States, 1nclud1ng'
standard of rev1ew, antl -circumvention, sunset, unlon and
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~employee standing, and cumulation. As of December 1, 1993, there
was neither any support for U.S. proposals to improve the Dunkel
-Draft nor any set procedure for consideration of such proposals

- other than the assertion that changes would be made only by

consensus -~ a virtually impossible condition.

Given these circumstances, it is remarkable that U.S. negotiators
were able to achieve significant results in each of the areas
identified as requiring change. The most important changes --
and those that made the final agreement acceptable to the United
States -- include: «

le] Addition of an explicit standard of review that will make-
it more difficult for dispute settlement panels to second-
guess U.S. antidumping determinations;

o Removal of the anti-circumvention provision which would
have weakened existing U.S. anti-circumvention law;

o Modification of a rigid sunset provision that would have
required near-automatic termination of antidumping orders
after five years;

o Addition of express authorlzatlon for the ITC’s practlclng
of "cumulatlng" imports from different countries in :
determlnlng injury to a domestic 1ndustry,

o} Improvements in the standing provisions that protect the
‘rights of unions and workers to file and support
antidumping petitions and that clarify the degree of
support redquired for initiating an investigation.

In addition to these changes, there are other important aspects
of the final Antidumping Agreement that make it a good agreement
for the United States. One such aspect is the transparency and-

- due process requirements proposed by the United States at the
beginning of the Uruguay Round and accepted in their entirety.
For example, the Agreement requires investigating authorities to
provide pubklic notice and written explanations of their actions.
‘These new requirements should benefit U.S. exporters by improving:
the fairness of other countries’ antidumping regimes.

The Agreement also incorporates important aspects of U.S.
- antidumping practice not previously recognized under the 1979
Antidumping Code. These fundamental aspects of U.S. antidumping
practice are now immune from GATT challenge. For example, the
agreement expressly authorizes the International Trade
Commission’s "cumulation" practice of collectively assessing
injury due to imports from several different countries and the
Department of Commerce’s practice of disregarding below costs
sales, if they are substant1al in determining fair value for
export sales. ‘ . ~
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The Antidumping Agreement will require some changes in existing
U.S. antldumplng law. These changes, however, will not
jeopardize our ability to combat unfair trade practices. Many of
these changes are the result of the much greater detail in the
new Agreement concerning the methodology investigating
authorities may apply in conducting antidumping investigations.
These methodological definitions will add valued predlctablllty
to all antidumping practices and protect conforming U.S.
practices from GATT challenge.

SUBSIDIES AND COUNTERVAILING MEASURES

The Subsidies agreement establishes clearer rules and stronger
disciplines in the subsidies area while also making certain
subsidies non-actionable, provided they are subject to conditions
designed to limit distorting effects. The Agreement creates
three categories of subsidies and remedies: (1) prohibited
subsidies; (2) permissible subsidies which are actionable if they
cause adverse trade effects; and (3) permissible subsidies which
are non-actionable if they:rare structured according to criteria
intended to limit their potential for distortion.

The Agreement prohibits export subsidies, ‘including de facto
export subsidies, and subsidies contingent upon the use of local
content. It also establishes a presumption of serious prejudice
in situations where the total ad valorem subsidization of a
product exceeds 5 percent, or when subsidies are provided for
~debt forgiveness or to cover operating losses.

Subject to specific, limiting criteria, the Agreement makes three .
types of subsidies non-actionable. Government assistance for
regional development is non-actionable to the extent that the
assistance is provided within regions that are determined to be
disadvantaged on the basis: of neutral and objective criteria and
the assistance is not targeted to a specific industry or group of
recipients within eligible regions. Finally, government
assistance to meet environmental requirements is non-actionable
to the extent: that it is limited to a one-time measure equivalent
to 20 percent of the costs of adapting existing facilities to new
standards and does not cover any manufacturing cost savings which
may be achieved.

- Government assistance for industrial research and development is
" non-actionable if the assistance for "industrial research" is
limited to 75 percent of eligible research costs and the
assistance for "pre-competitive development activity" (through
‘the creation of the first, non-commercial prototype) is limited
to 50 percent of eligible costs. We successfully negotiated
changes to the original R&D criteria so that they provided
protection to our existing technology programs while ensuring
that other countries cannot provide development or production
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support. The Administration intends to scrutinize strictly all
claims of entitlement by other countries to protection under this
provision.. We also intend to use the review of the provision
which will cccur 18 months after implementation of the Uruguay
Round agreenient to ensure the provision has not been abused. We
are convinced that under this provision the United States will be
able to continue to cooperate with industry to develop the
technologies of tomorrow without the threat of countervailing
duty actions, while ensuring that other countries cannot provide
development or production subsidies free from such actions.

Both the non-actionable subsidy provisions and the provisions
establishing a rebuttable presumption of serious prejudice will
expire automatically 5 years after the entry into force of the
agreement, unless it is decided to continue them in current or
modified form

The Agreement also makes countervailing duty rules more precise,
and in many cases reflects U.S. practice and methodologies. For
example, for the first time, GATT rules will explicitly recognize
U.S. "benefit-to-the-recipient" standard. 1In addition, the
Agreement imposes multilateral subsidy disciplines on developing
countries. Although subject to certain derogations, a framework
has been established for the gradual elimination of export
subsidies and local content subsidies maintained by developlng
countries.

AGRICULTURE o LT T e e

\; t

. The Uruguay Round agreement on agrlculture strengthens long-term
rules for agricultural trade and assures the liberalization of
specific policies that distort agricultural trade.  U.S.
agricultural exports will benefit significantly from the
‘reductions in export subsidies and the market openlngs provided
by the agriculture agreement.

The United States was successful in its effort to develop
meaningful rules and explicit reduction commitments in each area
of the negotiations: export subsidies, domestic subsidies and
market access. For the first time, agricultural export subsidies
and trade-distorting domestic farm subsidies are subject to
explicit multilateral disciplines, and must be bound and reduced.
In the area of market access, the United States was successful in
achieving the principle of comprehensive tariffication which will
lead to the removal of import gquotas and all other non-tariff -
import barriers. ‘Under tariffication, protection provided by
non-tariff import barriers is replaced by a tariff and minimum or
current access commitments are required.. For the first time, all.
agricultural tariffs (including the new tariffs resultlng from
tariffication) are bound and reduced.

A
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GATT ARTICLES

The mandate of the GATT Articles negotiating group was to discuss
improvements to any GATT provision not being negotiated
elsewhere. The balance-of-payments reform (BOP) text increases
disciplines and transparency over the use of BOP measures. The
state trading text affirms the obligation of GATT contracting
parties to ensure that their state trading enterprises --
government-operated 1mport/export monopolles and marketing
boards, or private companies that receive special or exclusive
privileges from their governments -- operate in accordance with
GATT rules. The text on preferential trading arrangements ‘
clarifies the GATT rules that pertain to regional arrangements
(customs unions and free trade arrangements) and defines the
state/local relationship in regard to GATT obligations. The
understanding on waivers of obligations will ensure that waivers
are time-limited and that are subject to greater conditions and
disciplines. There also are clarifications of GATT Articles
IT:1(b) (regarding "other duties or charges") and Article XXXV
(regarding tariff negotiations)-.

There are four agreements covering customs-related matters. The
Import Licensing Agreement more precisely defines automatic and’
non-automatic licensing. The agreement will help ensure that
where countries continue to maintain import licensing regimes,
the procedures required to obtain a license are no more
burdensome than necessary.

New provisions in the Customs Valuation Agreement will facilitate
developing countries’ adherence to the Code, and the dispute

- settlement provisions of the Code have been aligned with the
tougher .integrated dispute settlement provisions.

The Preshipment Inspection Agreement requires countries which use
pre-shipment inspection companies to supplement or replace
national customs services to ensure that the activities of PSI
companies will be carried out on a non-discriminatory basis for
all exporters; that quantity and quality inspections are in
accordance with international standards; that inspection
operations will be performed in a transparent manner and.
exporters will be immediately informed of all procedural
requirements necessary to obtain a clean report of findings; and
that unreasonable delays be will avoided in the inspection
process. In addition, the Agreement establishes an independent,
binding review procedure to expedite the 'resolution of grievances
or disputes that cannot be resolved bilaterally. These changes
should ensure that the act1v1t1es of PSI companies do not impede -
or place undue burdens on 'U.S. exporters.

The Rules of Origin Agreement‘establishes a three-year work
program to harmonize rules of origin among WTO Members. The
Agreement also establishes .a Committee which is to work with a

19




!

Customs Cooperation Council Technical Committee to develop
detailed definitions on which to base these harmonized rules of
origin. During the transition period, criteria used to establish
origin must precisely and specifically define the requirements to
be met. These rules . of origin are not to be used to influence
trade or to create distortions or restrictions of trade. 1In
addition, countries are required to publish changes to their
rules of origin at least sixty days before such changes come into
effect. v

| TRADE~RELATED INVESTMENT MEASURES

The TRIMS Agreement prohlblts local content and trade balan01ng
requirements. This prohlbltlon will apply whether the measures
are mandatory or are requlred in return for an incentive. A
transition period of 5 years will be given developing countries
to eliminate existing prohibited measures, but only if they
notify the GATT regarding each specific measure. Only a two-
year transition is provided for developed countries.

Not later than 5 years after entry into force of the WTO
Agreement. there will be a review of the operation of the
Agreement. As part of this review, the WTO Council for Trade in
Goods will consider whether the Agreement should be complemented
with provisions on investment pollcy and competltlon policy.

TRADE-RELATED INTELLECTUAL PROPERTY RIGHTS

Trade in U.S. goods and services protected by intellectual
property rights reflects a consistent trade surplus. For
example, U.S. copyright 1ndustr1es——mov1es, computer software,
and sound recordings--are con31stently top U.S. export earners.
U.S. semiconductors are' found in the computers and appliances we
all use each day. U.S. pharmaceutlcal companies are. among the
most innovative, and our exports of these important products have
been growing. Strengthened protection of intellectual property .
rights and enforcement of those rights as provided in the TRIPs
agreement will enhance U.S. competitiveness, encourage creative
act1v1ty, and expand exports and the number of jobs.

The TRIPs agreement establishes, for the flrst tlme, detailed
multilateral obligations to provide and enforce intellectual
property rights. The Agreement obligates all Members to provide
strong protection in the areas of copyrights and related rlghts,
patents, trademarks, trade secrets, industrial designs,
geographic indications and layout designs for 1ntegrated
circuits.
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Reduction commitments will be phased in during 6 years for
developed countries and 10 years for developing countries.
Budgetary outlays for export subsidies must be reduced by 36
percent and (uantities exported with export subsidies cut by 21
percent from a 1986-90 base period. Non-tariff import barriers
such as variable levies, import bans, voluntary export restraints
and import quotas, are subject to the tariffication requirement.
For products subject to tariffication, current access
opportunities must be maintained and minimum access commltments
may be required. Existing tariffs and new tariffs resulting from
tariffication will be reduced by 36 percent on average (24
percent for developing countries) with a minimum reduction of 15
percent for each tariff lineitem (10 percent for developing
countries). All tarlffs will be bound.

Trade—distortlng‘lnternal farm supports must be reduced by 20
percent from 1986-88 base period levels, allowing credit for farm
support reductions undertaken since 1986. Direct payments that
are -linked to production-limiting programs will not be subject to
the reduction commitment if certain conditions are met. Domestic
support programs meeting criteria designed to insure that the
programs have no or minimal trade distorting or production
effects ("green box") also are exempted from reduction
commitments. Due to the farm support reductions contained in the
1985 and 1990 Farm Bills, the United States has .already met the
20 percent requirement and. will not need to make additional
changes to farm programs to comply with the Uruguay Round
commitments.

Internal support measures and export subsidies that fully conform
to reduction commitments and other criteria will not be subject .
to challenge for nine years. However, except for domestic
support meeting the "green box" criteria, subsidized imports will
continue to be subject to U.S. countervailing duty procedures.

TEXTILES AND CLOTHING

The textile and apparel sector has always been a critical one in
this Round. From the very beginning of the negotiations at Punta
Del Este, the developlng countries have linked their willingness
to accept disciplines in services and intellectual property, as
well as further market opening, on the achievement of the phase-
out of the Multifiber Arrangement (MFA). The MFA has governed
trade in textiles and clothlng for the past 20 years.

The,Admlnlstratlon, however, was equally 1n51etent on five key
goals: 1) that the phase-out occur in a gradual manner that would
permit our industry to adjust over time to the changes in the
trading system; 2) that foreign markets be. opened to U.S. textile
and clothing exports for the benefit of U.S. workers; 3) that the
U.S. retain control over which products would be integrated into
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the GATT at each stage of the phase-out period; 4)) that strong
safeguards be included in order to provide protection in the
event of damaging surges in imports during the phase-out period;
and 5) that in light of the phase-out of the MFA, that tariff
cuts in this sector be held to a minimum.

We believe we have done very well in achieving those goals.

While some in the sector had favored a 15-year phase-out of the
MFA, we believe the 10-year period and the manner in which the
phase-out in structured will give us ample tools to ensure a
smooth transition. No limitations were placed on our right to
make our own decisions about which products would be integrated
at any given stage of the phase-out. This will ensure that the.
Administration can take into account the sensitivity of any given
item in determining when quotas would be removed from that -
product in order to integrate it into the GATT.

" In addition, the agreement includes strong safeguards that will
allow us to take action against any import surges that might
occur during the phase-out period.

In the area of tariffs, in recognition of the fact that the MFA
will be phased out, the Administration resisted EC demands to cut
all our peak tariffs by 50%. In fact, while the average U.S.
tariff cut on all industrial items is 34 percent, the U.S. offer
reduces textile and clothing tariffs by less than 12 percent
overall. Particularly sensitive products received an even lower
cut. : ‘ =

We also fought hard for commitments to open markets abroad for
U.S. textile and apparel products. While we made very
substantial progress in opening markets in most countries, we
refused to close on inadequate offers. -- notably those of India
and Pakistan-- and are working vigorously to secure improved
offers from these and other countries.. We also ensured that non-
WTO members, such as China, would not receive the benefit of the
MFA phaseout until they become members of the WTO.

SAFEGUARDS

The Safeguards agreement incorporates many concepts long included
in U.S. law -- Section 201 of the Trade Act of 1974 -- ensuring
that all countries will use comparable rules and procedures when
taking safeqguard actions. The agreement provides for suspendlng
the automatic right to retaliate for the first three years of a
safeguard measure, thus prov1d1ng an incentive for countries to
use WTO safeguard rules when import-related, serious injury

" problems occur.
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In the area of”copyrights the text resolves some Kkey trade
problems for U.S. software, motion picture and recording
interests by:

o protecting computer programs as literary works and databases
as compilations;

o) granting owners of éomputer programs and sound recordings
the right to authorlze or prohlblt the rental of their
products; .

o establishing a term of 50 years for the protectlon of sound

recordings as well as requiring Members to provide
protection for ex1st1ng sound recordings; and

e setting a minimum term of 50 years for the protectlon of
, motion pictures and other works where companles may be the
i author.

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

o} productdand process patents for virtually all types of
- inventions, including pharmaceuticals and agricultural
chemicals; - .

o meaningful limitations on the ability to impose compulsory"
1icen“ing, particularly on semiconductor technology; and

o a patpnt term of 20 years from the date the application is
filed. : :

As for trademarks, the Agreement:

o) requires trademarkvprotection for service marks;
g o enhances pfotection for internationally well-known marks;
o) prohibits the mandatory linking of frademarks; and
o prohibits the compuisory liceﬁsing of marks.

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

Most importantly, countries are then obligated to provide
effective enforcement of these standards, including meeting. due
process requlrements and- prov1d1ng the remedies required to stop
and prevent piracy.
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While the transition period for developing countries is longer
“than we wanted and we must still work to ensure that U.S. sound
recording and motion picture producers and performers receive
~national treatment and obtain the benefits that flow. from thelr
products, the TRIPs agreement is a major step forward in
guaranteeing that all countries provide intellectual property
protection and deny pirates safe havens. '

SERVICES

The General Agreement on Trade in Services (GATS) is the first
multilateral, legally enforceable agreement covering trade and
investment in the services sectors. The GATS also provides a
specific legal basis for future negotiations aimed at eliminating
barriers that discriminate against foreign services providers and
- deny them market access. The principal elements of the GATS
framework agreement include most-favored-nation (MFN) treatment,
national treatment, market access, transparency and the free flow
of payments and transfers. The rules embodied in the framework
are augmented by sectoral annexes dealing with issues affecting
financial services, movement of personnel, enhanced
telecommunications services and aviation services.

Complementing the framework rules and annexes are binding
commitments to market access and national treatment in serv1ces
sectors that countries schedule as a result of bilateral
negotiations. In order to fulfill the.market access and national
treatment provisions of the GATS, each government must submit a
schedule of market access'commitments in services which will
become effective upon entry into force of the GATS. Countries.
are also permitted to take one-time exemptions from the most-
favored-nation provision in the GATS. Schedules of commitments
include horizontal measures such as commitments regarding
movement of personnel and tax measures. The schedules also
include commitments in specific sectors, such as: professional
services (accounting, architecture, engineering), other business
services (computer services, rental and leasing, advertising,
market research, consulting, security services), communications
(value-added telecommunications, couriers, audio-visual
services)., construction, distribution (wholesale and retail
trade, franchising), educational services, environmental
services, financial services (banking, securities, insurance),
health services and tourism services.

The GATS contain$é a strong national treatment provision that
requires a country to accord to services and services suppliers
of other countries treatment no less favorable than that accorded
to its own services and services suppliers, when a country enters
commitments to apply the provision without 51gn1f1cant
reservations A full commiment specifically reqguires GATS
countries to ensure that their laws and regulations do not tilt
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competitive conditions in the domestic market against foreign
firms in services sectors listed in its schedule of commitments.

The GATS also includes a market access provision which :
incorporates disciplines on six types of discriminatory measures
that governments frequently impose to limit competition or new
entry in their markets. These laws and regulations =-- such as
restrictions on the number of firms allowed in the market,
economic "needs tests" and mandatory local incorporation rules --
are often used to bar or restrict market access by foreign firms.
A country must either eliminate these barriers in any sector that
it includes in its schedule of commitments or negotiate w1th its
trading partners for their limited retention.

For. services companies which benefit from sectoral commitments,
the framework also guarantees the free flow of current payments
and transfers. The provision on transparency requires prompt-
publication of all relevant measures covered by the agreement.
Subject to negotiations, specific laws or regulatory practices
may be exempted from MFN treatment, by listing them in an annex
provided for that purpose. This mechanism allows countries to
preserve their ability to use unilateral measures as a means of
encouraglng trade 11berallzat10n.

Given the breadth and complex1ty'of the services sector, the GATS
provides for the progressive liberalization of trade in services.
Successive negotiations may be commenced at five-year intervals
to allow improvements in market access and national treatment
commitments and to allow liberalization of MFN exemptions. The
GATS also sets out terms for the negotiation of several framework
provisions which currently contain no substantive disciplines
such as subsidies, government procurement, and emergency
safeguard actions. Negotiations are also extended for banking,
insurance, and securities. On the date the agreement enters into
force, certain Most-~Favored-Nation exemptions based upon the
level of commitments of other countries will be suspended for six
months. After that time countries must decide to lift the
intended exemption, or allow it to take effect. Such a process
affords additional time between now and the end of the six month
period I have described for countries to negotiate improved
commitments for these sectors. 1In addition, Ministerial
Decisions related to the GATS establish work programs in several
areas such as trade and the environment, basic telephone
services, maritime transport services and reduction of barriers
to trade in professional services. Moreover, while there were no
commitments from the European Union on audio-visual, the sector
is fully covered by GATS and the Administration will aggressively
pursue the interests of thls industry through a variety of
channels.
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TRADE POLICY REVIEW MECHANISM

The Final-Act confirms an April 1989 agreement establishing the
Trade Policy Review Mechanism (TPRM), which examine, on a regular
basis, national trade policies and other- economic policies having
a bearing on the international trading environment.

GOVERNMENT PROCUREMENT

The new GATT Government Procurement Code is a substantial
improvement over the existing Code, significantly expanding the
value of procurement opportunities covered by other countries and
altering the character of the agreement to one much more rooted
in reciprocity. For the first time, Code coverage is expanded to
services and construction. It also opens the way for substantlal
coverage of subcentral governments and government- owned
enterprises. : .

The new Code is like the old Code in limiting membership to those
countries that specifically accede to it. Membership in the WTO
does not necessarily lead to membership in the Procurement Code.
The new Code departs from the old one, however, in creating a
structure that makes reciprocity more workable between 1nd1v1dual
countries and actively encourages new countri to join. . By
authorizing departures from most-favored-nation (MFN) treatment
the new Code ensures that.our relationships with all signatory
countrles are strictly reciprocal.

The new Code also provides improved disciplines. It restricts
distorting practices such as offsets and ensures more effective
enforcement through the establishment of national bid challenge
systems, while also increasing flexibility in certdin procedural
requirements to adapt the Code to new efficiencies in
procurement, like those contemplated in the Vice Pre51dent’
Relnventlng Government proposals. :

In negotiations on coverage, the United States offered a
substantial value of our states procurement to countries that
were willing to address our priorities in their procurement
markets. Since there was a consensus to allow exceptions to MFN
coverage, we were able to agree to cover our states for countries
(Korea, Israel and Hong Kong) that offered substantial 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 any one country through bilateral negotiations in the

future. Most importantly, the United States and the European
Union agreed to accomplish this by April 15 of this year. We
expect this expanded coverage to include the European Unions’s
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electrical sector under the Code and telecommunications sector
under a separate, but parallel bllateral agreement.

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

AIRCRAFT

Aircraft trade issues had been contentious throughout the
negotiations because the European Community sought to have
.-aircraft entirely excluded from the disciplines of the new UR
Agreement on Subsidies and Countervailing Measures. Instead, the
EC appeared intent on substltutlng a weaker discipline, hav1ng a
revised Agreement on Trade 'in Civil aircraft entirely supersede .
any new subsidies agreement for aircraft products.

In the final week of negotiations, it became clear that the draft
Aircraft Agreement had serious shortcomings. That text, if
adopted, would have provided no new disciplines on productlon or
development subsidies, nor would it have increased public
transparency of government supports to aircraft manufacturers,
such as those to the Airbus Consortium. Instead, the proposed
revised Aircraft Agreement would have weakened those disciplines
by allowing additional subsidies. Most significantly, past
supports to Airbus would have been Y“grandfathered", completely
exempting them from action under Subsidies Agreement. Moreover,
certain provisions of the text might have provided a pretext for
unjustified GATT action against our military and NASA research
programs -- programs that have also provided benefits to the
Europeans and are in no way comparable to the immense state
subsidies that have been systematically provided to Airbus for
civil aircraft development and production.

While we worked hard to negotlate to remedy these
insufficiencies, U.S. proposals were not adequately reflected in
revisions to the Aircraft Agreement. Such an outcome was clearly
unacceptable both to the U.S. industry and to the U.S.
Government. Just days before the end of the negotiations, the
U.S. stood firm and refused to accept the draft Aircraft text as
the ‘basis for an agreement.

As a‘result of‘our resolve, the EC, and subsequently all other
countries negotiating the Uruguay Round, agreed to bring aircraft
under the stronger disciplines of the new Agreement on Subsidies
(with only minor changes) and the more expeditious and certain
dispute settlement procedures contained in the UR dispute
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settlement agreement. The Subsidies Agreement will be applicable
to all civil aircraft products including aircraft of all sizes
and types, engines and components, and to all WTO member
countries. This was the principal objective of the U.S.
aerospace industry, which produces the largest trade surplus of
any U.S. manufacturing industry, an estimated $28 billion in
1993.

We continue to seek to tighten the existing disciplines on

government support for aircraft development, production and

<market1ng currently contained in the 1979 GATT Agreement on Trade
in civil Aircraft and to expand the coverage of that agreement to

other countries that produce civil aircraft. Those negotiations

will continue w1th the goal of reaching agreement by the end of
1994.

ENVIRONMENT

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

- In December, the Uruguay Round participants decided to develop a
program of work on trade and environment to present to the
ministers in Marrakech in April. We begin with the agreed
premise that international trade can and should promote
sustainable development, and that the world trading system should
be responsive to the need for environmental protection, if
necessary through modification of trade rules. B

The United States will seek a work program that ensures that the
new WTO is responsive to environmental concerns. International
trade can contribute to our urgent national and international
efforts to protect and enhance environmental quality and conserve
and restore natural resources. At the same time, we will
continue to advocate trade rules that do not hamper our efforts
to carry out vital and effective environmental policies, whether
nationally or in cooperation with other countries. We will be
worklng closely with environmental organlzatlons and business
.groups, as well as the various agencies, and of course this
Committee and others in Congress, as we define our trade and

. environment objectlves.

Conclusion

Madam Chairwoman, it appears that Congress will be considering
the Uruguay Round implementing legislation at an auspicious time’
for America. The U.S. economy is expanding; investment is

C4
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increasing; jobs are being created; and optimism about the
prospects for our economy is soaring. This economic expansion
reflects the fact that this country is moving in-the right
direction; and we are doing it together. The policies of the
Clinton Administration, starting with our budget plan; the ,
adjustments made over the last several years by our workers and
companies-- all of our efforts make us as a nation stronger and
more competitive. '

In setting the negotiating objectives for the Uruguay Round,
Congress clearly signalled its belief that strengthening the
multilateral rules of the' GATT would make America more
competitive in world markets. We succeeded. We met those
objectives; and I am convinced that the new multilateral rules
agreed to in the Uruguay Round will work together with our
ongoing efforts to increase regional cooperation. America is
uniquely positioned to benefit from expanding trade-- in this:
hemisphere and in the world. The Uruguay Round builds on our
strengths. It will benefit us, and the world economy as a whole.
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SIETEMENT OF AMBASSADOR MICHAEL KANTOR
UNITED STATES TRADE REPRESENTATIVE

URUGUAY ROUND OF MULTILATERAL TRADE NEGOTIATIONS
TRADE NEGOTIATIONS COMMITTEE
APRIL 14, 1994

It is a great honor for me to be here as President
Clinton’s representative for the formal signing of the  Uruguay
Round agreement. I am pleased that Vice President Gare will .
speak to us later this afternocon. The Vice Presideul [lew here
from California to underscorc our country’'s commitment to the
succass of the Trugnay Romnd.

: The challenge of carrying out the naw agresement and
making ‘the giobal trading system work is just begimning. While
many people contributed to the success of the Round, I want to.
pay special tribute to the Director General of the GATT, Patar
Sutherland. He CTook the work of his predecessor, Arthur Dunkel,
and with his intellect and cncrgy, playcd an indiscpencible role
in bringing the negoriations ra a sncrassful conclusion. I also
wish Lo Lhauk K;nq Hausan four bis yracious hospitality in hostzng'
this event.

I came to the hard work of these negotiations leng
after mogt of you. I will always be gratefuly for the opportunity
that the ¥resident gave me in joining you in contribucing to the .
Round’s successful conclusion.  Reflecting‘on what we have
accomplished toqether, I am stxruck by the thin line that
separates success and faillure.

Thara wara many mnmenrs ‘when the seven year eftort
seemed pb&b&d to fail. Astule commentators gave us many reasons
why we would fail. They eaid the distance between developed and
developing nations could not be bridged. They saild the issues of -
services, investment and intellectual property were too complex.
They said the end of the Cold War spurred economic competition,
not cooperacion. They said we could not transcend our bilateral
disputesi. -

They were wrondg. Honest discussion and tough
negotiation brought us to mutual underctanding. We recognized
that the post-Cold War periocd would be characterized---must be
characterized---by economic cooperation as well economic
competition. Bilateral differences would not disappear, but we

- refused to let them block our progress.

We succeeded because the ties that bind us tngether are
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. stronger than the torces seeking to pull us apart. We are 1n a
global economy where goods, services, and capital crose borders
at dazzang speeds. The forces of globalization will not erase
the sovereignty of our individual natioms or vur distinctive
cultures, but they do requirc us to recognize that our’ prosperity
is bound up together; thar we increase prosperity by erasing
barriers, ratlier tlian crealing cthem, and that we need an
intcrnational trading system to maka that growth possible.

‘ The poet Yeats once wrote, *thingas £ly apart; the
center does not hold.” This time, the center held.

President Clinton has descrlbcd thic guncture as "the
third great moment of decision in tha 20rh century.® Atter the
First World War, the U.S. withdrew; aflLer 1945, we chose the
other path, forging intermacional ties, and opened the door to a
pnrind of unprecedented global growth.

Today, we are at the third defining moment. The end of
the Cold war presents new opporrtunities and new dangers, buc we
are confronted by the same basic choice: engagemcnt or
withdrawal? Throuqgh the Uruguay Round and the agreement.s W sign
tomorrow, the United States remains incensely engayed and
committed to the intcrmational systom.- Ac the Preeident hag )
£Aid, we balieve that open and competitive commerce enriches us a
nalion, and Lhe world. And we intend to compete, not retreat.

we will continue to bulld on the accomplishments of the
Round Twenty one more countries seek to join us in the WTO, and
we welcome the accession of those countries who are willing to
maintain high scandards and adhere to basic GATT principles.

We are living in a changed world; a world where the
uuly wonslancy is Lhauqe. WiLlh Lhe end of Lhe Cold War and the
rice of a globalized eccnomy, chaping the changes that rasult
trom a wore interdependent world is absolutely critical to global
prosperitcy. .

I recognize that gome are unccmforcable as we seek to
address the environment and. internationally recognized labor
standards. But in this rapidly changing and increasingly . .
interdependent world, it is beneficial---and inevitable---that we
have begun to move beyond the traditional dictatcs of trade. It
is clear that open markets and axpanded rrade foster growth and
prosperity. WNow our visiva of Lhe Lradiny system must be dynamic
and able to meet the emerging challenges to our collective global
economic growth.

Increasingly, we will address issues related to each
other’'s internal policies, such as comperitionr policy and otcher
domeatic regulatory policies, aa wcll ag cnvirommental protection:
and lahar standards. Tn a globalized economy, how a nation
add;abses these Lﬁbues dffeLLb ity ‘Lrading partners.
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Testimony to the. Sanatn Committee on Agrlcultnre,
Rutrltzan and Porestry
Ambassador Michael Rantor
U.S5. Trade Representative

April 20, 1994

‘ THE URUGUAY ROUND: :
GROWTH FOR THE WORLD, NEW OPPORTUNITIES FOR U.S. FARMERS

Introducticn

Mr. Chairman, thank you very much. It is a pleasure to be here
today to discuss the Uruguay Round agreement. This historic and
far-reaching pact sets the stage for a more competitive and
prosperous U.S. economy as we prepare to meet the challenges of
the 21st century. I look forward to working with you this spring
as we formulate legislation that will implement the Round. I hope
the Congress will agree with our conclusion that the Round offers
enormous potential for U.S. and global economic expansion.

Mr. Chairman, on December 15, 1993, 117 countries concluded a
‘major agreement to reduce barriers to world markets (in '
agriculture, manufactured goods, and services) as well as to
create fairer, more comprehensive, more effective, and more
enforceable trade rules. In order to ensure the efficient and

balanced implementation of the agreements reached, they also
provided for the creation of a new World Trade Organlzatlon

(WTO). Last week, we 301ned with other participants in the
Uruguay Round in the formal 51gn1ng of the agreement in
Marrakesh, Morocco. .

The Uruguay Round trade agreement is the largest, most
comprehensive trade agreement in history. The existing GATT
system‘waszincomplete; it was not completely reliable; and it was
not serving U.S. interests well. The new agreements open up

major areas of trade and provide a dispute settlement system
which will allow the U. S. to ensure that other countries play by

~ the rules.

The successful conclusion of the Uruguay Round negotiations was
an important part of the President’s strategy for strengthenlng
the domestic economy. ' A little over a year ago, President
Cclinton entered office, faced with daunting challenges in his

effort to restore the American Dream.

The economy was stagnant. Unemployment was high, and confidence
was down. In Just one year, we have turned a corner. Our
economy is girowing and millions of jobs have been created.

People are getting back to work.
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But these are just the first steps in prenaring our nation for
the 21st century. The President is address:ing the long-term

lssues facing our economy.

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
creating jobs and making our country more prosperous. All of the
parts work in tandem, each reinforcing the other. .

‘An essential element in this strategy is tc open and expand:
foreign markets. Expanding trade is critical to our ability to
compete in the global economy and create high-wage jobs. That is
why the President focused so much attention in 1993 on the
Uruguay Round, the North American Free Tracs Agreement, the Japan
Framework and the Asia Paclflc Economlc Cooperation conference.

The U.S. economy is now an integral element of the global
" economy. Ovier a quarter of the U.S. economv is dependent on

trade. Where we once bought, sold and produced mostly at home,
we now participate: in the global marketplace. By expanding our.
sales abroad, we create new jobs at home and expand our economy.

The United States is positioned economically, culturally and
geographically to reap the benefits of the global economy.

Economically, because our farmers and workers are_the most
 productive in the world, and our economy is increasingly geared
towards trade. A : ,
Culturally, because of our tradition of diversity, freedom and

tolerance will continue to attract the best and brlghtest from
around the world, ensuring that we will never stagnate as a

people.

Geographlcallv, because we are at the center of a nexus between
our historic tradlng partners in Burope and Japan, and the new
dynamic economies in Latln Amerlca and Asia.

Our trade policy is guided by a szmple credo. We want to expand
opportunities for the.global economy, but insist on a similar
responsibility from other countries. :

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

stand for it.

For other nations to enjoy the great opportunltles here in the -
. U.S. market, they must accept the responsibility of openlng their
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" markets to U.S. prodﬁcts and services. Ultimately, it is in
their own self interest to do so, because trade fosters economic

growth and creates jobs.

The Uruguay Round ensures American producers are trading on a
two-way street; that they benefit fror this new globalized
economy; that they can sell their products and services abroad;
and that they can compete on a falrer playing field.

President Climton led the effort to reinvigorate the Uruguay
Round and to break the gridlock, whic: had stalled the
negotiations despite seven Years of preparation and another seven

yYears of negotiations.

- We. did not accomplish everythlng we wanted to in the Uruguay
Round. But,'the final result is very positive for U.S. producers
and companies. It helps us to bolste- the competltlveness of key
U.S. industries, to create jobs, to foster economic growth, to
raise our st:andard of living and to combat unfair foreign trade
practices. The agreement will give the global economy a major -
boost, as reductions in trade barriers create new export.
opportunities, and as new rules give businesses greater
confidence that export markets will remain- open and that

competition in foreign markets will be fair.

More 1mportantly, the flnal Uruguay Round agreement plays to the
strengths of the U.S. economy, opening world markets where we are
most compet:tlve. From agriculture to h;gh-tech electronlcs, to
pharmaceutlcals ‘and computer software, to business services, the
United States is uniquely positioned to benefit from the
strengthened rules of a Uruguay Round agreement that will apply

to all of our tradlng partners.

The Urugquay Round

‘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.

A study by DRI/McGraw Hill estimated that the net U.S. employment
gain (over and above normal growth of employment in the economy)
will be 1.4 million jobs by the tenth year after 1mplementatlon.

This historic agreement will:

cut foreign tariffs on manufactured products by over one
third, the largest reduction in history; '

protect the intellectual property of U.S. entrepreneurs in
industries such as pharmaceutlcals, entertainment and .

software from piracy in world markets;
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ensure open foreign markets for U.S. exporters of services
such as accountlng, advert151ng, camputer services, tourism,

engineering and constructionm;

ensure that developing countries follow the same trade rules
as developed countries and that there will be no "free

riders®;

establish an effective set of rules for the prompt
settlement of disputes, thus eliminating shortcomings in the

current system that allowed countries to drag out the
process and to block judgments they did not like; and

create a new World Trade Organizétion (WT0) to implement the
agreements reached.

This agreement will not:
impair the effective enforcement of U.S. lavs;

‘ limit the ability of the United States to set its own
environmeéntal or health standards; or

e . erode the sovereignty of the United States. -

Agriculture: U.S. farmers are the envy of the world, but too

often they were not able to sell the products of thelr hard labor L

abroad, because the old GATT rules did ‘fist éffectively limit

agrlcultural trade barriers. Many countries have kept our
farmers out of global markets by limiting lmports and subsidizing

exports. These same policies have raised prices for consumers
around the world.

The agriculture agreement is’' a marvel both for its scope and its
breadth. It will reform policies that distort the world .
agricultural market and internatiomal trade in farm products. By
curbing p011c1as that distort trade, the World Trade Organization
will open up new trade opportunities for efficient and
competitive agricultural prdducerS"like the Unitedvstates. '

With the Uruguay Round agreement, U.S. agricultural exports are
expected to increase by $1.6 billion to $4.7 billion in 2000 and
by $4.7 billion to $8.7 billion -in 2005. Increased exports mean
more export-related jobs, particularly for high-value and value-
added products. Agricultural export-related employment is

expected to increase by as much as 112,000 jobs in 2,000, and by

as much as 190,000 jobs in 2005.
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The effect..; on U.S. agrn.cultural exports are as follows (in

‘million dollars):
| Change from Basellne

Commodity FY 2000 FY 2005
grains/feeds 400-1,940 - 1,950-3;910
cotton 50-290 - 60-590
animal products 740-1,660 | ' 1,690-2,510
horticultural products -180-280 = . 200-370
oilseeds and products : '170-530 '~ 810-1,330

For the first time, non-tariff import access barriers, internal
supports ancl export subsidies on agricultural products will be
fully brought under the disciplines of the GATT. No longer will
members be able to freeze out imports with protectlva trade '
barriers or use their national treasuries to gain market share at

the expense of non subs;Ld:LzJ.ng exporters.

When the. Uruguay Round began in 1986, there were a myr:.ad of

' problems in agricultural trade. Indlcat:r.ve of this is the fact
that in the early 1980’s, en.ghty percent of the disputes in GATT .
were on agricultural trade issues, and most of these involved ‘
disputes between the United States and the European Union. It
was readily apparent that the exceptions which permitted import
restrictions and export subsidies on agricultural products when
‘the GATT was entered into in 1947 were no longer approprlate for

the agricultural tradn.ng environment of the 1980'5.

- Aided by the mpervn.ous variable levy, the European Union over
the previous 10 years had gone from a net importer to a net
‘exporter of most agricultural commodities. Moreover, because. EU
internal prices were higher than world market prices, export
subsidies were used extensively to move surpluses into the world
market. In 1985, the EU spent $6 billion on agricultural export

subsidies. Unable to negotiate meaningful disciplines on export
subsxdmes, the United States initiated the Export Enhancement.
Program in 19845 in order to’ compete. In recent years, this
progran has made avallable approx.mately $1 billion of export

subsidies eacli year. (

Non subsidizing exporters were frustrated at having to compete in
world markets with national treasuries rather than other farmers.
Import restrictions, prohlbn.tmns and- high tariffs in countries
such as Japan were also mot:.vat:.on; for a broad, trade

lJ.beralJ.z:mg Round on: agrlculture. o

The Punta del Este Declaratz.on set the gaals for the agrlcultural
negotiations, It said.. ."Negot.latmns shall aim to achieve
greater liberalization of trade in agriculture and bring all
measures affect:ing mport accass and export competltlon under
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strengthened and more operatlonally effective GATT rules and
‘disciplines..."™ :

The agreementi: we reached in December is truly remarkable in its
conformity with the objectives that were only envisioned at the
time of Punta del Este. The agreement brings into play a new
accounting system, i.e., tariffication which converts non—tarlff
measures affecting import access into tariff equlvalents. ,
Likewise, trade-distorting J.n‘l:ernal support, whether it is
provided through direct payments to producers or by market price
support, is put on a common denominator basis through .

calculations called "aggregate measures of support."

Tariffication and aggregate measurement of support provided a way
to evaluate the impacts of very different import and domestic
policy systems on a common basis, thereby facilitating the
negotiaticns. However, the immediate Benefits of the agreement
are in the cormitments. The most important of these are:

Members will reduce tariffs and tariff equivalents by 36

o
percent cn average with a minimum reduction of 15 percent
for each tariff line item. For developing countries the
commitments are 24 percent and 10 percent, respectively :

©  For products with tariff eqm.valents, minimum access and
current access opportunities are required.

With tariff equivalents, all import access barriers will

now be on a tariffs only basis, with two temporary
exceptions. All tariffs will be bound--meaning all
agricultural products are now covered by the GATT.

o Domestic support programs which have no, or minimal, trade
‘ distoring or production effects ("green box") are exempted
from reduction commitments and from countervalllng duties.

Direct payments ‘to producers that are linked to production-
limiting programs will not be subject to reduction.

However, trade-distorting support programs must be reduced
by 20 percent. (Due to the farm support reductions contained
in the 1985 and 1990 Farm Bills, the United States has ,
already met the 20 percent requlrement and will not need to
make additional changes to farm programs to comply with the

Uruguay Round commlments )

Export subsidies are to be cut by 21 percent in volume and
36 percent on the basis of budgetary outlays.

The relative simplicity and stra:.ghtforwardness of the .
commitments on export subsidies belie the difficulties in :
In both 1990 and

'reachlng agreement with the Buropean Union.
1991, the Uruguay Round failed to conclude because of EU
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" exports are a key factor in

" benefit.

-

intransigence on export subsidies. Last year, EU negatlators
tried to back away from a deal that had been struck in 1992, but
we were able to strike an agreement that was to our mutual

The reductions in export subsidies can be made in egual
installments from the 1991-92 marketing year if subsidized
exports have increased from their base levels. This permits both
the EU and the U.S. to smooth out the reduction slope for certain
agricultural export subsidies. However, at the end of the six
year implementation period, export subsidies will still have to
be reduced by 21 percent and 36 percent, respectively, from the
volume and budgetary outlays of the 1986-90 period. ‘

Because of their much larger volumes of subsidized exports, the
European Union will have to make greater absolute reductions in
export subsiclies than will the United States. For example, by
the end of the 6 year implementation period the United States
will have reduced its annual subsidized exports of coarse grains

by 415,000 tons while the European Union will have cut theirs by

2.65 m.lllon tons. For cther commodities, the absolute
reductions the EU must make are as follows: sugar, 340,000 tons;
cheese, 122,000 tons; beef, 362,000 tons; pork, 107,000 tons;
poultry meat, 179,000 toms. These reductions in EU subsidized
the projected increase in U.S. export

as a result of the Round.

An important achievement in the agreement is the commitment to
continue the process of liberalizing agricultural trade. in the
fifth year of the agreement. A stronc incentive to make further
reforms in trade distoring support, mort barriers and export
subsidies is provzded in the peace clause of the agreement.

After nine years, "green box" support programs will no longer be
exempted from countervailing duties; domestic supports programs
which account for more than 5 percent of the value of production
will no longer be exempted from the serious prejudice findings of

" the subsidies dgreenent, and export subsidies on agricultural

products will no longer be exempted from the prohibition on
export subsidies in the subsidies agreement. Negotiations to
extend the peace clause will be the opportunity to secure greater

agricultural trade liberalization in the future.

Sanitary and Phytosanitary Measures: The Agreement on the
Application of Sanitary and Phytosanitary ("S&P") Measures will
guard against the use of unjustified S&P measures to keep out
U.S. agricultural exports. S&P measures are laws, regulations
and other measures aimed at protecting human, animal and plant

life and health from risks of plant- and animal borne pests and

‘diseases, and additives and contaminants in foods and feedstuffs.

" They include a wide range of measures such as quarantine

the establishment of pesticide tolerances.

requirements and procedures for approval of food additives or for
The S&P agreement is-

designed to distinguish legitimate S&P measures from trade
protectionist measures. For example, S&P measures nust be based


http:d~stl.ngul.Sh

. on scientific principles and not maintained without sufficient
.scientific evidence and must be based on an assessment of the
risk to health, appropriate to the circumstances. A

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

In order to facilitate trade, the S&P agreement encourages the
use of international standards as a basis for S&P measures.
However, each government remains free to adopt an S&P measure
~more stringerit than the relevant international standard where the

government determines that the international standard does mnot
provide the level of protection that t=e government deens

‘appropriate.

Dispute Settlement: The Dispute Settlement Understanding (DSU)
creates new procedures for settlement of disputes arising under
any of the Uruguay Round agreements. Representatives of the
soybean industry who were involved in the U.S. challenge to EC
oilseed subsidies will immedlately recognize the value of this
agreement. The new system is a 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 within 16
months from the request for consultations even if there is an
appeal. Public access to lnformatlon about dlsputes 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 w1th its obligations within-

that set period of time.

The automatlc nature of the new procedures will vastly improve
the enforcement of the substantive provisions in éach of the
agreements. Members will not be able to block the adoption of

panel reports. Members will have to implement obligations
take trade action

promptly and the United States will be able to ta

if Members fail to act or obtain compensation. Trade action can
consist of incrirases in bound tariffs or other actions and-
‘increases in tariffs may be authorized even if there is a
violation of thé TRIPS or Services agreements.
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The DSU includes improvements in providing access to information
in the dispute settlement process. Parties to a dispute must
provide non-confidential summaries of their panel submissions
that can be given to the public. In addition, a Member can ,
disclose its submissions and positions to the public at any time
that it chocgses. Panels are also expressly authorized to form
- expert review groups to provide advice on scientific or other
technical issues of fact whlch should improve the quality of

decisions.

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

We begin with the agreed“premise that international trade can and
should. promote sustainable development, and that the world
trading system should be responsive to the need for environmental
protection, if necessary through modification of trade rules. -

In December, the Uruguay Round participants decided to develop a
program of work on trade and environment and recommendations on
an institutional structure to present to the m;nxsters in

Marrakech in Aprii.

At Harrakesh, the United states sought and obtalned a work
program that énsures that the new WTO is-responsive to
envirommental concerns. We also pressed for and got agreement on
establishing & Committee on Trade and Environment within the WTO
with broad terms of reference. International trade can
contribute to our urgent national and international-efforts to
protect and enhance envirommental quality and conserve and
restore natural resources. At the same time, we will continue to

" advocate trade rules that do not hamper our efforts to carry out
vital and effeictive environmental policies, whether natlonally or.
in cooperation with other countries. We will be working closely
with environmental organizations and business groups, as well as
the various agencies, and of course this Committee and others in
Congress, as we define our trade and enviromment objectives.

Cenclusion

Mr. Chairman, Congress will be considering the Uruguay Round
implementing legislation at an auspicious time for America.
U.S. economy is expanding; investment is increasing; jobs are
being created; and optimism about the prospects for our economy
_ is soaring. This economic expansion reflects the fact that this
country is moving in the right direction. The policies of the
Clinton Administration, starting with our budget plan; the
adjustments made over the last several years by our workers and

The

‘ '“*ccmpanles- all of our efforts make us as a nation stronger and

more competitive. A
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' In setting the negotiating cbjectives for the Uruguay Round,

Congress clearly signalled its belief that strengthenlng :he

‘multilateral rules of the GATT would make America more

competitive in world markets. We succeeded. We met those
objectlves, and I am convinced that the new multilateral rules
agreed to in the Uruguay Roumd will -work together with our
ongoing efforts to increase regional cooperation. America is
uniquely positioned to benefit from expanding trade-- in this
hemisphere aid in the world. The Uruguay Round builds on our
strengths. It will benefit us, and the worlic economy as a whole.
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TESTIMONY OF IRA SHAPIRO,
GENERAL COUNSEL
OFFICE OF THE UNITED STATBB TRADE RBPRBSKNTATIV!

BEFORE THE COMMITTEE ON ENVIRONMENT AND PUBLIC WORKS
UNITED STATES SENATE

April 22, 1994

( ' : ;
I welcome the opportunlty to testify on behalf of USTR as
the Committee examines the circumstances in which EPA has

explored revising its Clean Air Act regulation on reformulated
gasoline, issued on December 15, 1993.

The rule promulgated in December, EPA’'s notice of proposed
rulemaklng issued on April 20, and this hearing illustrate the
complex issues which can be posed when trade and environmental
issues intersect. These are issues which the Chairman and
Ranking member, Senators Baucus and Chafee, are particularly
well-qualified to assess because of their longstanding
involvement with international trade issues as well as their
leadershlp on environmental issues, 1nclud1ng the historic

revxslon of the Clean Air Act 1n 1990

I think we all agree that, as Vlce Pre91dent Gore stated in
Marrakesh, "We are not faced with a choice between trade and

‘environment. We can -- and must -- have both.®" But this does
_not mean that there may not be tensions between environmental

laws and international obligations. Since this Administration

came into office, it has been USTR's commitment -- and privilege
-- to try to resolve these kinds of tensions so that we can "have
both®": so that we can continue to protect our environment while

‘operating under a system of predictable trade rules that protect

our exports from discrimination and double standards abroad.

_ For that reason, this Administration has worked intensively
on harmonizing our trade and environment objectives in a wide..
variety of situations, 1nclud1ng this latest EPA regulation on
reformulated gas.

We insisted on --- and achieved --- a landmark supplemental

agreement to the NAFTA, dealing with the environment.

In Geneva, in December, we succeeded in negotiating changes

" to the Dunkel text on sanitary and phytosanitary standards (SPS)

and technical barriers to trade (TBT) which made those texts far.
more sensitive to the right of this country to adopt and maintain
high standards in the environment and food safety arenas.

Since Décember, we made major efforts to ensure that the new
WTrO would include a permanent committee on Trade and the



Environment, with an ambitious work program. Virtually alone, we
succeeded in convincing our trading partners to create such a
committee. ' ' ‘

Throughout the last year, we have vigorously defended U.S.
laws protective of the environment against GATT challenges, and
supported the President’s recent decision under the Pelly
Amendment to impose trade sanctions against Taiwan for its trade
in rhinoceros horns and tiger bones.

Ambassador Kantor, speaking last night to the Environmental
Defense Fund in New York, underscored his determination to -
continue efforts that we have already started to open up the
process of dispute settlement in the new WTO so that NGOs and the
public can have confidence in the decisions made in trade cases
which have environmental implications. ‘

Against the background of that record, and that commitment
to the environment, I would like to briefly review USTR’s role in
counseling EPA on the GATT implications of regulations it might-
choose to adopt. ‘ '

I know that the members of this Committee labored for years
over the myriad details of the 1990 amendments to the CAA
including the reformulated gasocline program. While I am not an
~ expert, I understand that reformulated gasoline will contribute
to reducing levels of air pollution in our metropolitan areas.
USTR fully shares the Administration’s, and the Committee’s,
resolve to implement this program on time and in a fully
effective manner. Throughout this process, USTR was very
conscious that a Clean Air Act regulation was at stake, and
fulfilling the requirements of the Clean Air Act was the
overriding consideration. ‘ L .

In the fall of 1992, USTR staff were informed of the rule
making process for reformulated gasoline regulations under the
' Clean Air Act through contacts with EPA staff, Federal Register
notices, ard information provided by representatives of the
- Venezuelan oil company -- Petroleos de Venezuela (PDVSA). In

‘December 1992, EPA staff visited USTR to explain the status of
the reformilated gasoline rule, focussing particularly on EPA’s
use of ,individual company "baselines.® USTR staff explained to
EPA the relevance of certain GATT provisions and offered

preliminary views on some of the options EPA was considering.

. It was our understanding from EPA in 1993 that EPA was .
consulting with representatives from PDVSA on the possibility of
allowing PDVSA refiners to establish an individual baseline.

In the fall of 1993, EPA appeared to be close to reaching
. the conclusgion that Venezuela’s concerns could be accommodated
while complying with the Clean Air Act’s goals for reformulated
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gas. However, in November 1993, USTR staff learned that EPA
planned to issue a final rule in December -- in response to a
court-ordered deadline -- that did not allow PDVSA to establish
an individual baseline. We again advised EPA of the potential
GATT implications of such an approach. EPA advised us that
technical discussions with Venezuela were still under way, and
that the agency was not yet fully satisfied that it had
jdentified the best solution to the issue of individual baselines
for foreign refiners. At the time EPA issued its final rule
under the court-ordered deadline of December 15, however, we
understood that EPA would leave the door open for further
refinement of the reformulated gas rule, and EPA advised the
public that possible solutions to the Venezuela issue were still
being conside"red.

On January 14, 1994 the Government of Venezuela requested

' formal consultations with the United States under GATT Article
XXII. Consultations were held in Washington with Venezuela on -
February 11, during which Venezuela alleged that the December 15 -
reformulated gas rule violated Venezuela’s rights under the GATT.
Venezuela’s primary allegation was that the rule was inconsistent
with the pnnc:Lple of *national treatment,” embodied in Article
I11, which requires countries to provide imports with treatment
that is no less favorable than the treatment afforded to am:.lar
products produced domestically.

The EPA rule promulgated on December 15 subjected
reformulated gasollne from Venezuela to different rules than
those applied to domestically refined reformulated gasocline. As
‘such, it posed an unmistakable GATT question. The chronology of
events makes it clear that this potential GATT problem did not
suddenly surface in December or after the regulation was adopted.
It was recognized, under discussion, and regarded as a serious

potential problem for over a year aa part of EPA’s deliberations
on the rule.

Some have argued. that even if EPA’s rule was found to
present a case of treating an imported product differently, in
possible violation of Article III, the United States could assert
a strong defense under Article XX of the GATT. As the Committee
knows, Article XX provides exceptmns to basic GATT obligations
for certain health and conservation measures. However, these
exceptions are only available if the measures do not constitute a
means of "arbitrary or unjustifiable discrimination.® Since
" Article XX is an affirmative defense, it is up to the country

promulgating the measure to show that discrimination is needed to
protect health or promote conservatlon.

Both before and after issuance of EPA’s rule on December 15,
USTR worked closely with EPA as the agency assessed whether there
was adequate justification for not affording Venezuela the
opportunity to establish an individual baseline. During Pebruary
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and March of this year, EPA was drafting an options memo based on
its determination that, under carefully limited circumstances, it
could establish, verify, and monitor an individual baseline for

- Venezuela. That process was nearly complete when Venezuela
notified Ambassador Kantor on March 8 that it would be placing on
the agenda for the March 22 meeting of the GATT Council a request
for a dispute panel under GA'I‘T Artlcle XXIII. '

GATT procedures allow the country subject to a dispute to
block a panel request only once. - We therefore made a proposal to
Venezuela. The United States would not block a Venezuelan
- request for a panel at the May GATT Council meeting if Venezuela

would not sezk a panel at the March GATT Council meeting (which
we would block). Venezuela rejected this proposal, but agreed
that it would withdraw its request before the March 22 Council
meeting if the Administration appeared to be making progress by
then. We understood this to mean that Venezuela expected EPA to
issue a proposal for a revised rule, followed by pubhcatlon and
public comment. ,

In summary, USTR believes that it is essential to try to
harmonize ouir country’s environmental objectives and our trade
-objectives, wherever possible. In this case, the Clean Air Act
objectives have been -- and remain -- of overriding importance.
USTR was prepared -- and is prepared -- to vigorously defend a
GATT case if EPA concludes that different treatment for Venezuela
is necessary to accomplish the objectives of the Act, or if EPA
reaches that conclusion based on further comment on the new
proposed rule. But it was USTR’s view throughout this process
that we should not invite a GATT challenge on reformulated
gasoline if EPA determined that our clean air objectives could be
.reallzed in a way that was plainly GA'I'I' -consgistent..-

I am pleased to answer further questions from the Committee.




