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[SOUND QUALITY IS POOR] | | " : 1= H.T
THE HONOURABLE ROY MACLAREN (Minister for Intermational - | (s

Trade}): I’'m Roy MacLaren I‘m the Trade Minigter of Canada r . L-CE.

want to say one more word of wclcome to ouxr colleagues from the LLE;
United States, Mr. Cantor, ... B
. r OF o | P58
[INTERRUPTION IN RECORDING] , o LG
- MACLAREN : ;,_ we‘ve had a good and conatructive meeting this

morning which, in effect, gives substance to the commitment made by y/§#
our leaderq in“ﬁiami last December, not only to welcome the aarly § T#
accession of Chlle to the NAFTA, but by so do;ng,-we give further Aﬂ)(le
subsgtance to- the goal that we set ourselves in the Western

Hemisphere to create free trade nor later than the year 200s.

| We ' ve had a discussion about tha way in which we should move

forward. We‘ve set forth a road map, a route to be followed to

ensure the early accession of Chilg. Thé details of the work

pf&grém for our naﬁotiacﬁrs are given onrthe‘piacetof‘papef, which

I thinkAyou all have. .. I hope you all have it., 1It’'s available, I
believe in Engllsh French and Spanish. And we have welccmed'the
occaSLon of this meetlng to give further 1mpetu8 to our common

commitment. As I say. not only Lo the aq¢easxon oﬁ Chile, a
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country which is preeﬁinently well-placed and well-equiﬁped;to
participate in the free tfade regime of NAFTA.‘but to givev
substance ToO our commen commitment to the meeting that we'1l have

in Den?er in a few weeks time,tc achieve free trade in the Western

Hemisphere.

With that brief introduction, I‘d 11k§'co...‘i think if my
colleagues would agree, we won't ‘invite each of them to make a
gratement, hut rather to go iqyediatel? to?questioqs. If that's. ..

QUESTI@N:' I would like to kneé‘if.Canada and Mexico would be
Qilling to put away their desire to (inaudible word) Chilé to the..
éide agieeﬁﬁnt if the Repubiicans took this as a condition
‘(inaudible) . ..? ’ _

MACLAREN: That’'s.a very hypothetical queatiod‘but’:hc bagic
Canadian poéitioﬁ 16 that we are discussing a tortal package that

involves understandings on labour and on environmental questions as

" well as the trade questions. And we, for our part, would f£ind it,

to put it mildly, anomalous if we were to create a free trade area.

where threc members pursued one set of rules and the fourth member

 pursued another set of rules. So, for our part, speaking for

canada, I know we look forwaxrd to a Compzehensive.agreement with

Chile whi;h will embrace a total package that NAFTA itself;
representsd. _ |
.QUESTION: And what about Mexice? o |
UN;DENTIFIED:' [re§ly made in Spanieh, transiation not

audible]
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QUESTIQN:"Hi, I'm here representing hhe Action Canada network
and similar ¢ollusions(?) in all three*countrieé. We collectively
prepared a letter to the’Preaidént and the Prime Minister outlining
our concerns with this process.v'He‘ie«heze;aaking for yéur -
commitment, Mr. kacLaren and Mrx. Cantor, Senor Blanco{?)'gnd‘Senor
Aninas(?), to really and seriously considering our demanda. Will
you do this? Can we present our ietter?

MACLAREN; When I’ve seen your letter, I‘d be glad te look at
it aﬁd‘resﬁond. Thank you~ We’ll reapond tqg that (lnaudible)

QUESTION: I have a Question for Mr. ‘Cantor. Hr. Cantor,
there haa'been discussions as to whether this agreement will be
_open in certaln areas for ren€goc13czon or (inaudible word). I
would like to know whether you have a comm;tmcnt 6€ not opening :
this agreement again. ‘

And number two, how are,you.gaing_to;do,soygﬁétféhe agraem&ht
that Chile (inaudiﬁlg)--.-with'Mexico by which the wine goesn
without tariffs ;o~Mexico; But at the same time, the United
States. I understand, has no obligation to (inaudible) ... tariffs
to Mexico. So, in other words; which one will be the valid
agreeﬁent°‘ or how are you going to make it compatlble?

MICREY CANTOR (TRADE AHBASSADOR FOR THE UNITED STATES) Firat
of all, we ' yre npot going to negctiate in public. I think we all
' share that. Numbexr two, I cthink that operations or changesa ara in
the eyas ef the béhol&er. Number three, obvxously,I think we all

agree we‘ll only make changes to the NAFTA which are necessary to

-~
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accomnodata Chile’s succea=zful accession. With that, of courge,
there ﬁill he those who will lnterpret it many different ua?a, But
I think that is a fairly clear statement as to.whara we‘re at.

 QUESTION: (inaudible)... wine problem.
CANTOR: I‘m not going cd negotiate in public. I never have.
1 don‘t find it very helpful. I domn’t beliaeve my colleagues would
appreciate it i€ I began to lay out any partzcular positiang here
with you or with the rest of your colleagues. Thank you.
QUESTION: HY. Monica (inandible)... from Chile, for Mr.
Cantor. I would liks to know, the only country that is not

completely ready to begin this neg&tia;ian is the United States.

' Because the govarnment doesn‘t have a (inaudible word) authoricy.

The main twd problems thexe are the eavirenment and labour
standards. (inaudible)...; I would likg to know‘huu'nuah~db you
think this praﬁlén’uill bo‘finqlly éolved?v And any dac-fo£ tia‘
you think it will be approved by the chgréss finally?

CANTOR: Is that all you want to know?

(general laughtarx) |

CANTOR: Number ona. of couxsa,,the..} we can bagin

negotiations on apy trade agreement prior to (inaudible) being

_ granted. In £act/ let me give ybu«&t ieaat‘sdue Bensge of histo:y.

We began the Uruguay Round neg051ationa and they continued for
three yeaxs, the largest trade agreement in history. It had no

faac-c:qck(?) authcrity- The game happened with the free trade

agraeement with Igraal. And #o in both cases, (imaudible)... the

“
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/ ‘United scateé.begina aoriéua'ﬁegotiatione Qn impor:an: ag:eaméntﬁ
such as this without fast-track authority.

| Sécond,'we'vé wade cur views to the admi#iatxatiqn well known,
starting on Oatober 4, 1992. Aa.to oux coﬁdern about the impact of
1ahqu; and tho envircoument on trade and vicé varsa. *

Number three, wé'rc4iq the niddle.of;diacusaions with
‘Républicana and Democrats in both the Eauée and the Senate over the
cbuﬁtaré,OE a fast-track agreement. And;wé bope and‘axpect that we
can successfully‘canplete thogsa discussiong and move forward asg
sooun as possible. | |

QUESTION: But as the digcussions get more camplicated, are

you... the admimistration willing again of giving cut on thoge two

issues? Or do you think... the poaitien df‘thq3§§p§qiatxition will
continue to be the s;ma?I ' -

caufogz I dcn'£ think‘l,indicated*the adain}ét;ﬁtian was
going to quote, give up on anything.

QURSTION: No, I'n‘asking you if you will'coneidér at the end,
if thig takesz longer than~gxpectg&-.

CANfQR: Well, we don’t think it*l)l take longer than expeated.
And our position is clear. WQvﬁelicve that these agreenanﬁs,ate
not bnly well-formed, but has operated sﬁécesafﬁily, hsaning thé,
NA?fA, £e:‘both‘._ for all thxae caﬁntrieg. We’ve increased our
trade tremendously. We‘ve found jobs and‘raiggg our Qtandgrﬁg of
 livihgm We welcanme these accegsion discussiops and nogo;iatiéaa

with Chile. We believe it’s good for the hemisphbere, 800 million

§
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pecple, the aecond4£aateat growing area in the vnrld; And‘so‘uu'll
contiﬁua on thias ctrack. | |

éugsrxdu: [questiocn was'ié Prench, tiaﬁﬁla:ion»ptcvidad over
it made the original ?rénch inaudible] ... X thipk you know that we
had cri:iciﬁns'af the negotiations that'are'hnderway fighc ﬁow.
Tﬁat B8y thmf,tha«arxivai of Chile could (inaudibla);.. tha
anﬁironmentai standards/ labour laws, chaciwe havg.hero; in.
paxticular éanada, -aﬁd ¥‘d like to hear your apigia#

,'finagdible)f.__casg.A thba'you'qquld deacgihe the situation in’

Chile’right,noQ.v - o

UNIﬁENTIFIEDQ» Oniy if I raépond to you in snglida. Buc I

underaﬁood your guestion tuliy. Baaiégily, we believe that‘hézn we

have a forthcoming (inaudible) with vory high (inaudibla)...gfar
many reasong. For historical purpodes., because we starcea Qhé
trade openneéss mechanism ﬁlmoat twenty years ago. d}nd we hawve
successfully bean on ;rade'with'alleof thelwnrla fo? ﬁoxe than
twenﬁy years in aA(ingudible).... Sacond, 5acau£a we (inaudiblo)
are rooted in democratic values and we caré about labour righta and
environment protection and gustainable development. To ﬁevvary
preciae; I think that oux (inaudibla~wbrd)i:atc; which ia.ig the
order of 1& percent of the total labeur £otee.1e~p¥¢hab1yAamong_tha
highest in the.Amsriéaa. The Present government (inaudiblaf... is
precisely emgagéd in (inaﬁdible)...'and pagsing through Congreas
further législaﬁion for piotecting labour rights. With our brand-

new (inaudibie word) , two years old, on environment protection.

W
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we’re working an impleméﬁting the regulaticus all throughout our’
thirceen(?) regiona. And we’re mot at all insenaitxva of thxa
 issue. Quite the comtrary, we are very aemsitive and very dynanic
and pogitive about their importance. So basically, our view ig
that here we are approaching the~new partncfs (inauaihla)-.; NAFTA
aad we’ll probably c:eatc, nae only more momentum for trade, but
more opportunities for expanded jobs and (1naudibl¢)....
QUESTION: My second question... can' I ask a supplementary?. ..
for everybody. IXg it realistic to think'that tﬁiarcculd be
achieved in #ix montha? |
| MACLAREN: Well. if T might just speak for Canada first. Yes.
. We think that tha... a3 Minigter Aninas.haa’jusb s#id, the
éualificatioua, the preparat;ons, ag it wara,(thaﬁ'Ch;Ie bas made
are such that we ahould.he able to proceed pramptly. ‘ahd
certainly. in the case of Canada,.wa iook farward to the acceasian
.af Chile. wa hopa, by year end or early next year.
QUBSTIOH: Yes, this ia a question fc: (inaudible) Cantor.
The declaration mentions apeclfzcally that the governmanta wxll
jnform each other by June 20th of thelr rapreseutatxves on the \‘
negotxatxcnsm That means that you hope to havg (inaudible) ... for
that day. Or when you agree on that day. did you have that in your -
'mind? This is cthe gQuestion. " , "

CANTOR: I’m not sure I follow your question. Are you talking
about the guide... V ‘

QUBETIOVH: Yea.

{
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éANTOR: Wﬁli, we ara... thig guidancé, of coursge, has a

'nﬁmber of very important dates. Our lead negotiators will
£§zmmlato rlans, exchéngeAalecbroniC‘Capies of various documentcs,
meaﬁ no latar'thag the end qf July ;qlreview.mggh of':hia, Qnd éo

f‘on. And so. therefara; I heliave it’s quiﬁé clear that we‘re‘
movlng forward in a very aggressive manner.\

QUESTION: ‘But the question ia, when you dacxded to pub this
date, June 20th, did you have in m;nd to have {(inaudible)
aﬁthorxty bafore that day? Or (1naudihle}.... |

'CAHToig Well; all we sald, we said we’ll inform eacS other by

:Juna 20¢th their respectiva officialas for negctiating respongibility

for the 1nd1vidunl. We’ve alxeady, in £ac:, givea 2ll of our

partnera a liat of offlciala who are roaponsible for thza. Wea’va

valready fulf;lled that.\i : A

A QU?STIQNS: I have tﬁﬁ‘queatiﬁns. rirat, oné-for Mr. Aninas

. and one for‘nfe Maclaren. Mzr. Aninas, will Cbile sign on to thia
deal if you don’t have aasuranae that that fastftrack ig going to
'be redeemad? | |

MINTSTER AHI&LS (TRADE MINISTER FOR CKILES: vwnll,,ﬁn have

discﬁasad fnscéﬁrack (ina#aihla)-.- with Ambassador Mickey Camtor
and the rest of the adminiatration. And we have (inaudible)... on
a few occasions now in the meetings'this morning. ‘Basi¢#liyrour
view ig as fallows. number one, we are very cleaz and vexy posgitive

that the procesaa launehed tcday providea for a sta:t«up on a

dialogue on (ipnaudible} negotiations on a (:.naudible) in those
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areas where the state af'teadiness and the state of preparedneass
looks appropr;ata ﬁren all four countries’ palnt af view. So the
dynamice are set in for a paaitive mavenent forward. | |

But, nunber two, certaxnly ve(uould’requzre (lnaﬁdiblo)...
faat-crack,app:oval so that vhat we negotigée‘at thia pogitive
cable now doesn’t get lacez anended to (xnaudxhla)...

QUESTION: So if the CIinton adn;nxatratxnn can‘t nge you
that at the end of thxa year. will you Bxgn cn? ‘

- ANINAS ; well we‘ll wvait and see.

QUESTIQN: My . uacLaren, Hnnsxaur Aninas already answazad thia

'-quastién. It was put to him in Fremch. But I‘d like your answer.

You kmaw the eritice 1n thia country hava aaxd that Canada

ahouldn’t be aigning~on to thia deal. g;van“Chilefglz-ccrd-an human
righta; alsa«enviionneital and laboﬁr standards. ‘Wh&c do you say
to thoge cxitics in this country? o e |
MACLAREN: I'm not sure uhat'the;criticism is. But if Chile
haa somehcw not achiaved auffiasiantly high atandarda of labou: and
‘envi;onuontal qualifiaaticn.‘that they are nnt eligible for |
membarship im NAFTA, I would strongly disagreé. On the comarrary,
I... through our examination in cooperation with the Chilean
gevernment of tha{environmental~and laboux regimbs in Ckile, we
seem to believe that Chile is fully qualifiad to parbicipate in and
accept the: standards of NAFTA. “
QUESTION: And bumantzighta conéerns.; Hﬁat do you say to

- thosga?
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uncnanxn:' Human rights’concerns. the q#ﬁe thing.
~‘QvESTIdN:' This ;= § question for H;. canhor; . Some critica
are using the Mexican economy crisis té attack NAFTA. gaw a:e‘yau
‘planning to battle in Congress the new incluaion ~§£,g>nagkmgmbgr7
B CANTOR: I didn“t hear the last part of the question.
QUESTION;. How aie you planning to bgtﬁiu the acepticism in
Congiesa aboué a'new“heﬁber?
CANTOR: PFirst of all, those who first lxnk the situation Ln
Mexico in’regard to the pesgo to this, are juat'wrcng Prankly. the
- NAPTA provided an underpinning for all three ecanamion in Nbrth

AAmerica during a very dszzcult time. As yau will recall, in the

late ‘704 and early ‘803, without the HRFTA. when Kaxico waa £aced

with a similar problem, the teadeancy was to close markets, raise

tariffs, and to borrow rathex than to seek investment. Because of
- the NAFTA and Mexice’s commibment to the NAFTA, thé opposite has

oc¢curred over the last few moaths, and in £qct. Mexico’s econowmy is
: 1mproving ancl improving rapidly.

I would note... I just read this morning. in lp!il Mexico had
yet one more trade surpluse, which id healthy for Mexico and healthy
for the NAFTA. I would indicate in 1994, the first year NAPTA
alona,_txadé_betﬁeen the three countries increased by a vexy
impressive margin. Exports !réa Mexico to tha United Statéa
increasged by 22 percent, and exportg from the United States ﬁo
Mexico increased about 22 parccnt; Exac;ly the stﬁn. And,our

exports to Canada increaged 12 pexcent, I ihink Canada's exports
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to the United States incxeased‘evau more ﬁban that .

And ;o, ;ha fact is that NAFTA has been a auccess. It has
grown jebs, it'n raised our stanéhrds‘of living.‘it’has provided Q
foundation for Mexico to weather this storm, and we hope a brief
storm, in the iﬁnt few months. And we are Qgry optimisgtic aSout
‘what’a happening in Mexico and'ﬁha:{s happening‘in North America.

QUESTION: [quagtion in.SPaniah, ;xan?labion.provided vary
poor aound.qQality] ...‘witﬁArespect to the accegsion of Chile to
NAFTA to open up the agrecmént)in order to astablish a (inaudiﬁle),
on Mexico, anaAeapacially in the case of (inaﬁddble).’

CANTOR: ﬂall, I anBwered that question, i‘thiak.'béfora; I

don‘t think I nee& to go‘thxough it again. We’'re not going to

negotiate im public. I think thg gtatement by tﬁ@%wgﬁthe Joint
statement ip clear. I‘th;ak thQAQnidanae.is clear tﬁat‘a attachsd
to it, as to how we’re going'tojp:océéa;  hn&.a'$a§bé§ of questions
will come up during those discussionsa a§d~ihay will be handle& at
that point.

QUESTIO&; [(Spanieh] ... thése nago:iatiaua,haVc réachéd a
point where Chile (inaudible).... What would be the asgpects of tﬁe
Chilean economy which weuld have exceptions in the 20 to 21
chapters, if Chile (ipaudible)...? :

ANIMAS : [spanigh] .o wgli. your queation ¢givea the
opportunity in order to séy sdmst#ing more positivg‘finally about
the case of Chile which is under digcussion right now. Because

there geemsi to be another type of guestion here. I think that the
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- Chilean ecoricwmy, which is in question here, is an economy which ig

improving at mbre.than 6 percent in (inéudiblel... which has
manag§d to lower the 1n£la=10n rate (in#udibld)-.. national

unemp loyment. rate_through¢ut,the entire country is only at S.3

‘ percent. (inaudible)..:- dynamic labour market where there is

colleantive hargaiﬁing (inaud#ble)... has grown at more tha;'i'
percant a yeay in real CBIEE-‘ (inaudible) ... aconomy 1is apﬁn-ta
zra&e,’wherc exports ha?e,alraady‘heen prnann=§d*(inaudible).;.thuc
especially an economy whiéh (iﬁaudible)--;" But as my colleagues
said, we doa’t want to (1naudihlo).-‘ we dan't thxnk that, at che
present tine, on the first stage (znaudihle)... gaing to be on tha
tahle in due time. ,

QUESTION: KReith (inaudxble laat name) fram the Fxnzncial
Post. , e o -

,uacnanéﬁ: Yesh. Oux lﬂﬂt questxon.:

QUESTION: Lsrt guestien. I want to. ask the gentlemen if
there’s a congideration of the f&ur partners when thia deal goes
ahead, are you all gaing'to~ba equal partners? or ﬁill.Chile-

becomé a jUnicrbpartner ﬁithvﬁhe othex thiee?' How thia wiil;.;’and

' how... if indeed (znaudible)-.- what kind of ¢°ntr°1 do you have

FT°

over future countries that nlghc wanc in°‘ Argentina and ...
MACLARER“ Look, thére’sz no quastion cf Janior partners or

sanior partners or anych;ng of the sort. What we’re doing today is

the agceasioh of ﬁhiie to the free trade agreement. The terms of

the agreemant arxre clearly spelled out. For Child'ﬁo accede to the

INTW NENHTOHW AOM NOH WHAS:AT <R/, 88 NN


http:Argent.ha
http:ent.i.re

~ » - . “_. % ‘ Ty e vt ‘_Au.;:é./,- o
- * ’ . . - i .
FRM  BOWDEN S OTTRWR ' 613235756 1995,88-07 © 20:S5  moas e, yx
| : . . . . e h3e }_s

3

. - 13 -

_ terms8 of ihe agreement and it becomes a member of NAFTA. It’s not
a junior partner or_a'seniér parcner or anm in:&rmédiate partﬁe:-
It is a fully fledged equal partner. | |

tNIDBNTXPIBﬁ: We‘re in agreement.

(gaﬁeral laughtex) ,

ANINAS - .Chile’uoﬁld.ﬁot be interestad at nli in a ecenario
where guch comsideration would be placed. The only baamis for.
memberahip i a iully fledged equal full-time member and we truly
beliave ﬁhat we are contzibuting to the table‘a lot of ztamiﬁa and
a lot of potential ana‘more.oppoztunity for g:avth.' Sa~th§£efaze

the exact respopse ig full membership and equal'parthetahip.

UNIDENTIPIED: >Alright. So ;'u&uld likg to ask the Minigters
~if you wan;‘tc'nake a final scatepent, anyléf yoﬁ. éi é1i of you? |
Mr. Cantor, perhapn.:ana«ur} 31anco. | '

CANTOR: Unless I have to iaapoad tdyiouléﬁ,géfﬁji‘

(general iaughée:) | ‘ k

aélkanauco (txabg MINISTER FOR uxx:coj:l Perhaps a vetry briaf |
note on the following. jwh'halieéa that this'prodﬂan th#t is |
starting today on Chile and NAPTA can be a'veryrﬁoaitivhnﬁhingz;o a
what will*ﬁﬁ discussed in Denver on Junae 3§th, and eventually is, I’
beliave, ouli common goal. And our cammonJgoai ia, in fa;t;'in‘the'
end, free trade throughout the americas. Integri:ioa chroughout
the Americas. And I think thia is a vary‘symbalic firat stepQ

ANINAS: [8panish] .-; a’ra talkiﬁg abcug'extending this to

gervices, intellectual property, investments, and govmrﬁment

CRITH !
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procurement. k?orvth;s reason, thia negotiation for us is sewmathing
ﬁhat we’'re receiving with great qpt;mimm and pleasure. SGCbndly,-
as you’ré also faniliar with the fact tha: Mexico négotiatea a free
trade agreanent with Costa Rica, with Colunbxa. with Venezuela,‘
wlnh Bolivia. And in Amerzca. oux‘coacinqnt,.zn the future we Zee
a free trade agrecment which would;cqéer all of che Americas as a
natural state, an ultimate sgatéf in érder to promote a traée and
1nvestﬁen: (1naudihlé'w5rd) in our countries. For this reahoﬁ, we
feal that the ataps ‘wa have taken today, after haviag had aqna
technical consultations, the gteps that we are taking to formally

being the negotiations with Chile is a majox~f1:st gtep bacause

Chile is an example of‘bhé countriak'thét’haQA‘criumphad, a model
wthh has triumphed, in managxng to prumote enployment ;n the
Amerxcas. And egpecially alnce it’s the official f;rst utep in the
promotion of free trade in our continent.; -

UNIDENTIFIED: Hxniatera, ladies and gentlenan, thnnk you very
mﬁcﬁ.‘ ihank you very much. ‘

CANTOR: I just wanted o say... I.wanc to thank‘uiniatez
,Hscha:en, I think, on bebalf of all of ua, for his gracious ’
kindness in this meetiag. Let me gay, I Qécationed with my family
in British Columbia in Decembex, I was with the Preaidént-in Ottawa
in Pebruary, I waa.vith Minister ﬁacharan‘in Vancouver asnd Whistlex
in May. I'm herae today, and 171l be back 'in Halifax lacer in the

month. I expaeact Canedian citizenship very soom.

(laugliter and applause)

)
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Third Meeting of the
NAFTA FREE TRADE COMMISSION

Chairman's Statement
Toronto June 7, 1995

“We have had a usefu! meeting of the NAFTA Free Trade COl’T‘lI"’ﬂlSSlOﬂ
Our discussions today gave us an opportunity to take stock of progress in
implementing the NAFTA commitments and to identify how we can move ahead with
work aimed at further elaboration of the Agreement. In both respects, we are pleased
with the progress being made.

: Ministers reviewed the work plan of the Trade Remedy Working Groups
and discussed what needs to be done in order 10 achieve concrete results by the
agreed deadlme of December 1895.

There are some 21 NAFTA working groups and committees that meet
regularly on aspects of our growing trade relations. Their work addresses issues of
interast to traders and investors doing business in all NAFTA countries - issues .
ranging from temporary entry for business persons to telecommunications standards

" to investment and services issues. We have asked these groups and committees to

prepare a forward-looking workplan for 1896. in addition, ‘Ministéts have asked
officials to resume discussion of tarift acceleration and to raport to Ministers by the
end of the summer. At that time, Ministers will consider a second round of tariff
acceleration. The Ministers have requested the Commissions of the North American
Agreements on Environmental Cooperation and Labour Cooperation to report to them
on the work of the Commissicns in support of the NAFTA

The Commission approved a number of matters related to
implementation of NAFTA commitments including Chapters 4 and 5 Uniform
Regulations, the listing of state and provincial feservations regarding financial services
and on quantitative restrictions under Chapter 12 of the NAFTA, the publication of
Guides to Temporary Entry for Business Persons under Chapter 16 and a report of
the NAFTA Secretariat on the operation of Chapters 19 and 20, NAFTA Chapter 19

- Roster of Panelists, fees for panelists and a code of conduct

The Free Trade Commission discussed the status of disputes including
Canadian practices with respect to dairy, eggs and poultry, U.S. restrictions on sugar

and sugar containing products and Mexican restnctnons on vehicle size for small
parce! delivery.



AMBASSADOR MICHAEL KANTOR

'UNITED STATES TRADE REPRESENTATIVE
- TESTIMONY BEFORE .THE
M.SENATE COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS
' . FINANCIAL SERVICES NEGOTIATIONS
_JﬁNE 8, 1995
Mr. Chairman, it is a pleaéure to'éppear here today before your
Committee to discuss the status of the negotiatiohs on insurance
_services under the World Trade Organizétion. I welcome this
hearing’which comes at a'criiical junctureiin these negotiations

. "as they enter their final three weeks.

This committee, together with other key committeeé in\Congress,
‘has shown an activevinﬁerest in the financiél éervicés | |
negotiations. Indeed, the “State@ént of Administrative Action®.
to the ﬁruguay Round Agreements Act réflects the intgrest of the

Congress in the Administration’s securing a strong package of

* .
’

commitments in the area of financial services.
‘ 5

-

As.this Cémmittee is fully,aware, we agregd aﬁ the conclusion of
the Uruguay Round to extend services néthiations in several
areas, including financial services, with the specific objective
éf impfbving the level of commitments'cdunﬁfies should make in

these sectors. We were prepared to exempt insurance from the

1
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Most-Favored-Nation. (MFN) obligation at the conclusion of the
Uruguay Round, principally because the binding of our‘own,.
comparatively liberal regime, would'present serious "free rider"
problems. This was true especially when compared with countries
‘whose levels of commitments Simply,did not;érovide subétantive
market access to U.S. insurance compgnies,; The additional time
afforded by these'eﬁtended negotiations was designed to bring

financial services commitments up to a level that we would find

acceptable.

A critical element of the Clinton Administration’s trade policy

is that our multilateral trade agreements are single
- ) " .
. . . . . . N ! ‘\
undertakings. With bipartisan support in Congress, we have
- X . (1% N
worked to negotiate trade agreements .where every country plays by

the same rules. For example, befors

27 to 45 countries were signatories to the five codes in the

General Agreement on Tariffs and Trade.
choose which agreements to sign. Under the Uruguay Round, we

insisted that all the more than 120 countries that signed the

agreement, signéd all thé'agreements. Now,
, ; L
comparatively short time, play by the same rules. Our policy is

-

everyone will, in a

to build this kind of mutual responsibility into all of our trade

agreements, including the financial services negotiations.

In the last'yéar, our negotiators have worked tirelessly to

generate improved commitments from countries whose markets are of

»HEﬁUfﬁéﬁéﬁgRauﬁ&ffbéﬁWeeﬁ'“‘

" countries could pick. and



interest to our insurance compénies; In fact, negotiations in
financialeerVices are occurring at this”véry moment in Geneva.
As a result, progréss has been made with séveral countries. We
éfe’particulariy pleased, for example, with the understanding my
office reached with Japan in the insurance area last September.
That agreémenta under the auspices of.the ﬂ.s.—Japan framework
talks, resulted in the resolution of a number of pfoblems our

insurance companies have experienced in Japan. I am also pleased

with the level of commitments that have been made by other

~countries in the industrialized world, particularly those of the

European Union.

>

" However, despite the best efforts of our negotiators; I must

e

report that we have not ?eached acceptable levels of commitments
from key developing countries, whose markets are not fully open
due to numerous regula;ory restrictions. This is particularly

unfortunate because these are the very markets thdt can profit

~the most from a dynamic, competitive financial marketplace.

. 4

It is no exaggeration teo say that U.S. insurance companies ére
the most competitive in the world: they have strong capital

bases; -they have the innovation and technology to assess risks;

“and, they have the capacity to write policies for those who

3

otherwise could not receive similar services in their more
restrictive domestic environment. As with telecommunications

services and intellectual property rights, financial services are



not merely a huge potential export for the United States. They
are also the essential infrastructure of a competitive economy;

as important as roads, harbors, and airports. Globally,

competitive financial services lower interest rates, increase

productivity, and improve the security of .individual lives. Our
friends in de&eloping countries know this; but what we need to
persuade them is that festrictions'on competition will not give
them these bui;ding blocks of a rich ééonomy; The fact is that
officials in developing countries must allow these services: to
come iﬁ.from abroad, much as we in the ﬁnited States first
allowed in raiifoads one hundred fifty years ago. Insurance
companies are an important’squrce of badl§ needed capital

formation in these countries. They bring ‘new, affordable

“

insurance opportunities. And, they hire nationals of the host
country to handle most of the work of the company, which is the

best way a country can develop an indigenous insurance capacity.

H

Thus, it is somewhat frustrating that developing countries seem
to have the greatest difficulty making commitments in the WTO,
particularly because such .commitments are in their economic

interest, as well as our own. We recodnize that full

" liberalization will not occur overnight, as some countries will

need to effect constitutional and legislative changes. At the
same time, however,' these countries must make a “down payment” of
liberalization and commit to further actions over time to provide

substantial levels of market access on a national treatment basis



for our insurance. companies.

Mr. Chairman, the choices we have avallable to us in the event of
faliure are not ldeal "Of all the legal tools available to us,
the framework of the World Trade Orgeniratien rehains the most
predictable enforcement instrument on which.countries can rely
for galnlng access to forelgn financial markets. And, the WTO is
preferable to bilateral understandlngs that attempt to resolve
specific problems because of the sheer manpower requlred for a
bilateral program. That is why our prlmary goal has been to
secure for the U.S. insurance lndustry the beneflts that the WTO
provides. | '

Hewever, I;must.streSS that the advantegesiof the WEO have little
value 1if there are not adequate'coﬁmitmentevby cduntries to

S “ L
enforce. Let me give one example that underscores this problem..

One country-has made a draft commitment thet does not even
protect the rights already acqulred by U.S: firms 1oeated there.
This draft commitment would prov1de the legal basis on which to
force the dlvestltqre of U.S. insurance companles; the result
would be that U.S. insurers, some of weem hold all of the equity
share 'in their sub51d1ary, would be reduced to the stetus of |
mlnorlty joint ventures. All of us can apprec1ate tﬁe
consequences of allowing forced divestitUre to be sanctioned

i

under international law. It runs against ﬁhe very spirit of our



objectives of allowing foreign investment 'as an instrument of
trade. - It completely undermines the ability of an insurance
company to control its operations and provide the capital

necessary to expand its market opportunities.

I could give other examples where‘the commitments to date simply
do not live upAto any'reasonéble.standard of market access. I
will not do so in this setting becauséfwe'are entering a vefy
- sensitive phaée of the negotiations. 1In the finai wéeks of
negotiations, you can be assured that we will use all of our
skillé in bringing about improvéments'to éhe existing commitments
on insurance. And, we will continue to consult closely with the
" Congress and the private,secto:. Then, before the end of this
month, we need to examine Qhether a@equaté‘progressfhas indeed
been made. If it has not, then, with regaéd to the insurance
sector, we may find ourselves where we were in December, 1993
with regard to the banking and securities sectors.” At that time,
, . .

I had but no choice than”to»recommend to the President that we

take an exemption to the Most-Favored-Nation provision of the

Y

¥

agreement with regard to banking and securities.

=
-

I can assure you tbat this will not be a pppular decisicn’in
Geneva. Indeed, we have beénvwarned b%ra number of couhtries
that to take this action will undermine;tﬁe services provisions
of the WTO, since other countries are likeiy to follow our |

actions. Clearly, our objective in these extended negotiations

6
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on financial sérvices is to maké_the WTO a:meaningful instrument
in the liberalization Qf tfadé in servicés. The WTO cén‘énly be
effective if all countries recognize the need to pay into the
organization through commitments to trade liberalization. The
WTO must provide real liberalization: this is our unequivocal
message in the financial‘services.négptiatidns. |

Thank you again, Mz . Chairman, Memberé"of the Committee, fof
holding today’'s timely hea:ing.‘ U.S. insurance companies are_thé

most competitive in the world and deserve substantive access to

foreign markets. I look forward to workin§ with you to realize

that goal.

B S TR
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Kantor-Hashimoto Joint Press Conference, Geneva, 6/28/935

Ambassador Kantor: Minister Hashimoto, gocd'friends over here and
over here. 4

I think we all went from pessimism to the agreement without
stopping at optimism. Let me thank first Ambassador-designate,
soon to be Ambassador, Ira S8hapiro, andA;Under Secretary Jeff
Garten. They‘'re both over here, and they did an incredibly good
job, a wonderful job; we are deeply indebted to both of you.

I‘d like to also mention a number of people very qu1ckly Mike
Fulman, Jim Southwick, Marge Shearing, Anne Luzzatto, David Burns,
Peter Sheer, Henry Masisco, David Wyler, Peter Seecore, Cec;le
Ablack, Jay Bruns, all of which have had neo sleep and worked so
hard, just like their Japanese colleagues, and to whom we owe a
great deal of gratitude. ‘ »

I am pleased to announce that the Unlted States of America and the
government of Japan have reached an historic agreement today. This
agreement is a significant step to fundamental change. It is
solid, it is meaningful, it is concrete. It’s broad, detailed, and
quantifiable. It is a atep toward providing the same access for
foreign competitors to Japan’s market for autos and auto parts as

Japan has to the U.S. market. The agreement will begln to create
a level playing field. - A

Try

The challenges both of our natidng o increase jobs
for our workere, how to raise the standard of living for our
families, and how to create global growth. . We’'ve proven we. can
make important progress toward meeting.thése challenges ~ This will
be neither the first nor will it be the last time we will be called
-upon to assume this responsibility. The greatest risk of all is
when we turn our backs and hide behind our fears.

The agreement we reached just two hours ago is good for America.
It‘'s good for Japan. And most importantly, it’'s good for the
working men and women of both of our countries. It will have an
important economic impact on both of our economies--the world’s two
largest--as its effects multiply through not only the automotive
sector, but its scores of 'supplier industries as well. Steel,

~iron, aluminum, glasg, platinum, synthetic rubber, natural rubber,
semiconductoras. : '

Throughout these twenty-two menths of negotiations, we have never
lost sight of the importance of our relationship with Japan. But
even stirong selalicushlps need renewal. through sharing

responsgibility, as our two nations have done today, even greater
ties are built, : >

The United States and Japan togethér assumed such fesponsibility in
working together succesafully to help complete the Uruguay Round

£
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known as APEC.

In mid-1993, President Clinton sought to 1ay the foundation for a
new, mMoxe balc:ncc:d and cocperative cconomic velationship with Japan

through the "Unlted States-Japan Framework for a New Economic
Partnership In the auto and auto parts sector, Japan committed
in the Framework to (and I quote):

e nh:n("?"}‘\rn nf aﬂhlava.ng gignifiﬂant‘l‘v axpandsd @ealaea

 opportunities to result in a significant expansion of purchases of
foreign parts by Japanese firms in Japan' and through their

rransplants, as well as removing problems. which affect market
accesgs and encouragxng lmports of foreign autos and auto parts in
Japan.' '

Japan and the nired Stares reaffirmed these ohjectrivea in 2
statement on May 23 of 1394. Lo

In the past twenty-eight months. the United States and Japan have
reached 15 trade . agreements in important sgectors ranging from
medical technology and telecommunications to construction and -- my

favorite -- apples! We have negotliated slroung and [air agreements, -

we have made progress, and we are seeing markets beginning to open.

In seeking tocday’s agreement, we have enjoyed the support of an

~overwhelming majority of the American people, o©f labor and

indurtry, of hinpartiean congregsianal: lnaderghip, and owvar 180

senators and representatlves from both sides of the aisle.

Before I talk about the specifics of this agreement let me take
this opportunity to thank my counterpart, Ryotaro Hashimoto. When
Minister Hashimoto and I first met on Monday evening, one of the
many times we have met over the past number of months, I presented
him with a Kendo shinai. I said at that time the sport of Kendo
repregsents courage, honesty, integrity, and patience. . After
spending a great of time with my friend during the last several
days, I can assure each and every one of you that he represents all
of those qualitiesa, and much more.

Let me talk briefly about the agreement we' reached today, - and
afterwards I am sure we both would take a couple of questions.

Then I would like to ask Under Secretary Garten and Ambassador,
Shapiro to stay with you to provide further information on the

background, 1if you. would: But I am sure that Minister Hashlmoto

‘'will have a statement as wall.

The agreement focuses on three major areas: automobiles themselves,

of course; original equipment or original parts which are installed
dl. the factoXry; and che arcer-market .or geceondary market ror gpare

‘parts.

43
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It effectively addresses dealership issues, deregulation in the
aSter-market. We have a voluntary plan, we have objective
criteria, and we have the ability to verify progress. In the

afrar-market we’ve attacked a tangle of the Keiretsu parts
distribution system and the regulations that support it, and we

have achieved genuine gains. The problem foreign suppliers face is
that the regulations’ channel appears to garages linked to the
Japanese parts manufacturers. Our agreement breaks open the system
by making it easier for non-Keiretsu repair garages to expand their

pErovGniua ity Tapau, Lliavaelyy opening o mhe ~hAarnmnelA for ume of

foreign parts. 1In fact, it’s estimated that this new deregulation
may open up as many as 7,000 to 8,000 new garages in Japan which
can compete with these Keiretsu-dominated garages.

In dealerships, Minister Hashimoto will send a letter to dealers
across Japan assuring them that their anti-monopoly act allows them
to carry competitive foreign cars. We’ll have contact points both
at MITI and with the manufacturers! We have objective criteria and
an overall gecal in which a U.S. estimate will lead to 200 new
outlets of cars in the first year alone--that’s competitive forelgn
cars--and 1,000 by the turn of the century.

Tn voluntary plans. we’ll see expanded production of vehicles in
North Amarica. We’ll see expanded producrinn of parts in North
America. We’ll see increased parts purchases in North America.

JAMA will commit to increase its parts purchases in Japan. The

transplants will adhere to NAFTA’s local content level. There will
he MFEN fAr tho glabal plan. ' .

Let me make one more remark. It’s my understanding that there’s an
announcemernt being made as we speak right now, where the five car
companies ' in Japan are making public their voluntary plan from
~which we derive the numbers which you will see in these agreements.

Thank you very much. And let me say one more time my special
thanks to my friend Ryu.

Minister Hashimoto: He was so eloquent that I almost forgot what I
was going to mention! So allow me first of all to explain to you
what I have in my mind at this moment. I would first of all like
to express my admiration for Ambassador Kantor, because the biggest
reason for the successful conclusion of the agreement and thus
having this joint conference today is Ambassador Kantor’s realistic
approach and persistent efforts. Ambassador Kantor was very kind
and generous in giving me shinai, which is the stick we use for
Koudy, w=hiclhi 1o vne «f the martial arto. . of Japan.  Dut I would aloe
like to thank him, not just for this but for the ball he has thrown
to me so that even I could get that in my glove!

Since we broke up for the talks in February last year, actually on
February 11, between President Clinton and che then Prime Minister
of Japan, the government of the United States has eéxerted

- 3 -
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tremendous efforts to recover the ground to come to this happy
moment of a joint conference. But, on the other hand, the
government of Japan has also made enormous efforts

I should like to pay tribute to all the members of the U.sS.
negotiating team led by Ambassador Kantor. -‘But at the same time I
would 1like to take this opportunity to express my heartfelt
gratitude to the membera of MITI and members of other related
governmental agencies in Japan, in particular the ministry of

transport and the ministry of foreign affairs, who played a very .

important role in the negotiations.

I would like to say that this successful agreement between the two
countries is a victory not just for the United States and Japan,
but also for the newly created WTO and its member-countries. I
would like to assure you on this occasion that all the agreement
reached between the twn rountriea ia applisahle ta all the brading
partners- we have, on an MFN basis. ,

I am pleased to note that, regarding the numerical targets, which
stood as the largest impediment to the negotiations this time, the
Japanese starice that this 1is the issue outside the scope and
responsibility of the government has been confirmed, and that we
are able jointly to maintain the pr1nc1ples of free trade and free
economies. :

There is no change in the determination of the government of Japan

that will continue to abide by the international rules, including
the WTO rules, and we’ll continue to promote further deregulation
and to promote market opening efforts thereby making contributions
to the growth of trade. ' .

I am convinced that the Japanese auto lndustryﬁ being free,
cognizant of its position in the world, will promote further
globalization and localization with its business plans of the

future. I would like to emphasize hera that, regarding the nwverall

relationship between Japan and the United States, we were able to

joinrly demonstrate today that, in spite of difficultico facing us,
both countries can work together to. achieve negotiated agreements,
thus opening up a new era. And here I'd like to thank, again,
Ambassador Kantar and the members of his team.

I'd like to shake hands now with Ambassador Kantor by expressing my
heartfelt adm:ration for Ambagsador Kantor, with whom I have been
able to become a very good friend thxough the process of
negotiation, in addition to being a very good counterpart.

Question: Mr. Kantor, concerning the voluntary plans and the
targets--if the Japaucss vumpanles do not reacnh these targecs, will
penalties be enacted. and if nor. what meana nf keeping thas
pressure on tc open up the market do you have in mind?

2]
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Ambagsador Kantor: Let’s take that in two parts. First of all,
Ariginal equipment parts, ag othar parte, 3rs noted under the
framework, therefore subject to the objective criteria. That’s one
get, and of course they are subject to trade laws. However, let me
make it very clear in terms of a voluntary agreement, there are no
government to government commitments. They are not subject to U.S.
trade laws, and of course they can be affected by changing economic
gituations. They do carry with them, of course, some estimates of
things like transplants, the growth of transplant production of
autos in the United States, or the growth of the purchase of
transplant parts in Japan--all based upon--and other figures as
well--those are just some examples--all based upon the plans which

. were enunciated, I think, just a few minutes ago, voluntarily, by

the five autc companies of Japan. .

Q: How do deal with the 3017 According to the WTO rules, it‘s a

vicolation of the WTO. Have you abandoned that 301 in the future?

Ambagsador Kantor: No. Let me explain that. First of all, let’s
tallk about tha proesent situation. Of course, yiveu Lhis ayrccueul,

the United States will withdraw its 301l action. That’s number orne.
And number two, every country who is a member of the World Trade
Organization, retains its sovereign right to maintain its trade
laws in those circumstances where acts, practices or policy of
other nations, which affected those trade laws, are not covered by
the World Trade Organization or the Uruguay Round. There was no
suggestion, ever, in eight years of negotiation, the last ten and

.a half months of which I wasg intimately involved with, that any

country--any country--gave up its trade laws.., under the
circumstances I have described for you. - R

Q: Ambassador Kantor, could you tell us, 'in reference to the
regulatory reforms in Japan in the after-market, whén the changes
will take place that will produce this 7,000 to 8,000 new shops?
Also, can you tell us what in the agreement will separate the

ingpection and the repair function, if you were able to get
anything in that area? A

Ambasgador Kantor: First of all, there’s a separation with regard
te those inspection shops which are run by the ministry of
trangportation. And that’s number one. Now, .understand that is
not all of the inspection shops in Japan, because, second of all,
the deregulation for the special designated garages really involves

a couple of  things. OCne, it reduces the number of approved
mechanicsg, which is very, very important in the designated garages
and in the rartifiod garasgas. And almes ik allowo anroyas to shasro-

-I would call it--assets, in order to band together to carry on
ingpections. What this will do is create the ability for garages
to carry on inspections and spread competition across Japan, which
will help to break up a system which was keeping prices high and
was overcharging for parts and was making inspections and repair
very difficult,

s
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In addition, the combination of that with t'hc critical ya;‘l..a liot
deregulation will mean we have effectively addressed much of the
concerns which we had with the inspection and repair system in
Japan.

Q: Over what period of time?

Ambassador Kantor: Well, the period of time, for instance, will
vary. Let me give you an example One example is, for one year
you will have a review, a review with regard'to certain regulations
with regard to the critical parts 1list, and a lock at seven
assembly systems. Those systems are directly related to safety or,
I think it is expressed as health, if I'm not mistaken. Somebody
can shake thelr nead no, but I think 1.’'s sarety or health which
will be derequlated during that year’s period of time. And that's
cne example. ‘

Q: One year from--?

Ambassador Kantor: That’'s one year. There are different time

pericds. I don’‘t want to dominate the situation. They vary
according to the gituatlion. put the combinacion or the number o
shops it will increase, in terms of inspection, along with the
deregulation of the critical parts list, and in fact there’s a co-
called down payment on the critical parts list: four different
areas will be deregulated immediately, including struts, shocks, I

Fhink prwer steering and, if I'm not migtaken, trailer hitcheco. I.

bet I got that right! They will be deregulated immediately.

Q: A guestion to Ambassador Xantor (in 4Japanese}. . With the

agreement between the two countries in auto and auto parts sectors,
sra you going to lift proposad., ov Arop. propooccd canctiona vis a
vig these two arcas? :

Ambasaadbr Xancor: The easiest answer of-thevday—~§es.

Q: A question for Ambassador Kantor and for Minister Hashimoto.
Ambassador Kantor said early on in this process that he was out to
break the Keirectsu. 1I'd like both of you to address the question
of whether you think that the nature of this agreement will
actually serve to break the Keiretsu hold, particularly in original
equipment parts supply in Japan. And, Minister Hashimoto, if
indeed it does break the Keiretsu, how do you explain that to the
supplier companies back in Tokyo?

Ambassador Kantor: This is a very big step in a long road towards
our attempt, and many others’ attempt, to make sure that not only
U.S. manufacturers and the products made by U.S. workers have equal
Arraas to the Japanese market that Japan hao had to the U.O.

- market, but that others have the same access as well. This

agreement will not solve every problem. Let’s not give hyperbole
a bad name. But what it will do is make a significant difference,

- 6 -
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and egtablish a pattern, and begin to open up, in a meaningful way,
the Japanese market, in a most important sector for Japan and the
United States and for many other countries. Just one statistic.
Fifty-eight percent of our trade deficit with Japan is associated
with autos and auto parts. It represents 26 percent of the total
U.S. trade deficit. 1If today is a meaningful and important start,
we can grow more jobs in the United States, raise our standard of
living, lower prices in Japan, raise Japanese gtandards of living,
and promote g¢global growth. That’s a good day’'s work!

Q: Are you worried about Keiretsu surviving in Japan?

Minister Hashimoto: I am afraid now that there may be a creation of
new Kellelsu betwesn American parts manuracrurers and Japanese auto
manufacturers. The answer to yocur gquestion is that the magnitude
and extent of 1mports would be able to open the Japanese market Lo
a vast extent.

Q:. The U.S. has withdrawn 4ts-insistence on numerical targets in

this agreement. = Is it solely due to the announcement of a
voluntary plan by five Japanese auto manufacturers, or has Lhere
been any other reason for that?

Minister Hashimoto: The most accurate answer to that question is
the good sense and common sense on the part of both of us.
Ambassador Kantor expressed his expectation in the form of numbers
and estimates. The joint anncuncement clearly provides as follows:




Testimony of Ambassador Mickey Kantor
The United States Trade Representative
Before the
House International Affairs Committee
August 4, 1995

Introduction

Mr. Chairman, [ appreciate this opportunity to discuss the relationship between the Office of the
United States Trade Representative (USTR) and the Department of Commerce (DOC) and our
respective roles. [ appreciate your past support of USTR and look forward to continuing to work
closely with you. :

[ am pleased today to voice USTR's strong support for the Department of Commerce. I believe it
would be a serious mistake to disable or eliminate the Department of Commerce. Any action of
this nature would harm the historic economic and trade efforts of the last two and a half years to
forge a more open global trading system and provide U.S. companies with greater opportumtles
to compete in foreign markets.

170 '
The President and this Admxmstratxon with bipartisan support in Congress, have negotxated
more than 150 Trade agreements, including the North American Free Trade Agreement, and the
Uruguay Round -- the broadest trade agreement in history. We have set the stage for trade
expansion in Asia through the Asia Pacific Economic Cooperation forum with the Bogor
Declaration, and announced creatxon of a Free Trade Area of the Americas by 2005 at the hxstonc
Summit of the Americas. :

" -

~Injust the last mc)nt.h,kWe concluded a historic accord with Japan on autos and auto parts, which

one industry leader described as "the most significant trade agreement with.Japan ever,” and an
agreement to open civil aviation routes to U.S. companies such as FedEx. We have now
concluded sixteen trade agreements with Japan during this Administration.

In addition, we concluded the largest procurement agreement in history with the European
Union, an agreement covering 80 percent of global shipbuilding, and scores of other bilateral -
trade agreements. In March, we signed a groundbreaking agreement to protect American
intellectual property rights in China. :

These agreements have already begun to promote growth and create jobs in this country. U.S. _
exports have grown by more than 17 percent in the first five months of 1995 -- a rate more than
three times that of export growth when President Clinton was sworn into office.

The economy has responded to President Clinton’s efforts in getting our domestic house in order,
investing in America’s future, and expanding our opportunities abroad. Unemployment is down
to 5.6 percent from more than 7 percent when he took office. The economy under his watch has
created seven million jobs, with 93 percent in the private sector. After losing more than 2.2
million manufacturing jobs over the 12 years prior to the Clinton Administration, the economy
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has added 392,000 manufacturing jobs in the last two years. Business investment is at a post

- World War II high, and the creation of new businesses is at record levels. The Council on

Competitiveness recently concluded, “in 1994, the one-year growth rates for U.S. standard of
living, manufacturing productivity, and investment in plant and equipment were the highestin a

decade. U.S. exports are healthy and projected to continue to grow at a rapid pace.”

Mr. Chairman, I believe this record shows we are on the right course. Just as we could not have
achieved these successes in trade without close bipartisan cooperation between the Congress and
the Administration, we could not have achieved them without close’cooperation within the
Executive Branch. Proposals to abolish the Commerce Department or disperse its functions are
likely to seriously damage our trade negotiation, implementation; and promotion efforts and, as a
result, our ability to create more American jobs. " :

Importance of the Department of Commerce

None of our successes over the last two years would have been possible without the leadership
and support of the Department of Commerce. We cooperate daily on a range of issues from
negotiations to economic analysis and research. Let me cite specific examples of how the
leadership and support of the Department of Commerce have contributed to our successes:

- GATT/WTQ: Commerce provides critical support for USTR in the implementation of
the Uruguay Round, including ongoing negotiations and detailed analysis of trade \
regimes of more than 20 countries that are in the process of acceding to the GATT/WTO;

- NAFTA: Commerce has provided expertise on the full range of bilateral issues:
automotive, standards and certification, transportation, and other market access issues;

- Japan Autos/Auto Parts: Commerce's detailed knowledge of the Japanese automotive
sector was essential to the efforts to open the Japanese auto and auto parts markets to
foreign corpetition;

i

- U.S.-Japan Semiconductor Arrangement: Commerce administers the Data Collection

Program through which U.S. companies report sales data which is used to calculate the
quarterly market share figure and coordinates industry expertise and leads trade missions
which support and complement the U.S.-Japan Semiconductor Arrangement;

- ETAA: Commerce will play an essential role in the Free Trade Area of the Americas .
process, including providing critical technical expertise and support, and compiling
valuable input from the private sector; :

- Chile NAFTA Accession: Commerce is an integral participant in the interagency
negotiating team, providing expertise on IPR, standards, industrial sector analysis, anti-
dumping and countervailing duty issues, telecommunications, competition policy, service
industries, temporary entry for business persons, and the development of the data base of
industrial products for tariff negotiations;

s
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- Europe/EU: Commerce is pursuing a Trans-Atlantic Business Dialogue aimed at
providing business views of desirable objectives for future government-to-government
negotiations, which is playing a major role in shapin‘g the future U.S.-EU trade
relationship;

- Textiles: Personnel from Commerce’s Office of Textiles and Apparel provide
negotiating support and in-depth analysis for all negotiation_s conducted by USTR in the
textile/apparel sector. Commerce takes the lead in implementing the results of each
negotiation in coordination with USTR; '

-301: Inthese very complex and intensive cases (whethér initiated by industry or the
U.S.), Commerce provides invaluable assistance in the compﬂaﬁon of retaliation lists and '
detailed analysis of retaliation options;

- Special 301: During USTR's annual review of the adequacy of countries’ intellectual
property regimes, the International Trade Administration provides invaluable analytic and
drafting support. Commerce is crucial in resolving the numerous Special 301
investigations periodically instituted by USTR, such as the recent successful agreement
improving China's [PR regime;

- Aircraft/US-EU Bilateral Aircraft Agreement: Commerce provides essential industry

‘expertise and resources necessary to monitor and implement properly the so-called
Airbus agreement and to rebut EU assertions regarding U.S. programs and compliance;

- US-Canada Talks on Softwood Lumber: Commerce haS vprovid'éa%iﬁ‘ikéluable support
and analysis in negotiations concerning Canadian softwood lumber subsidies and how
these subsidies are affectmg thousands of jobs in the U. S wocd products mdustry,

- Multilateralgteel Agreement: Commerce staff play a critical role in these negotiations
both directly and in providing support and analysis of this ongoing initiative;

uilding Agreement: Commerce negotiatedt the injurious pricing discipline
over the penod July 1993 - July 1994, removmg a major and technically complex
‘obstacle to conclusion of negotiations;

- Telecomrnunications: Commerce staff play essential roles in virtually all of our
telecommunications initiatives, which range from narrowly focused bilateral agreements
to broad efforts to liberalize the telecommunications sectors in APEC and Latin America;

- GSP: Commerce personnel provide detailed expert advice during annual product
reviews under the Generalized System of Preferences, including the addition and deletion
of products as well as competitive need waivers; and

- Economic Data: Commerce provides comprehensive economic, statistical and
international trade data in support of USTR’s daily and long term functions.



Obviously, this is only a glimpse into the wide range of support: which the Department of
Commerce provides. In addition to its key role in trade negotiations, the Commerce Departmen:
has been enormously successful in promoting U.S. exports, targeting foreign markets, and being
a very effective advocate of U.S. commercial interests abroad. Congress has assigned Commerce
the responsibility for assisting U.S. companies to take advantage of market-opening
opportunities, primarily through trade promotion and export finance. In addition, the Commerce

- Department has the lead responsibility for administering export controls on certain kinds of high-

technology goods and services. Secretary Brown's testimony will illustrate at length the many
other areas in which the Commerce Department helps U.S. workers and firms.

One of the vital functions of the Department of Commerce is th¢ strong and effective advocacy
of Secretary Brown for U.S. business, both internationally and domestically. Abolishing the
Commerce Department would eliminate the vital seat at the Cabinet table for U.S. business.

Merging Commerce and USTR’s Functions

Eliminating these Commerce Department functions would seriously harm our ability to compete
in a globalized economy. In addition, merging USTR and the trade functions of the Department
of Commerce would have equally deleterious effects To explam why, let me say a few words
about why Congress created USTR.

USTR’s small size, Cabinet rank, position within the Executive Office of the President, and role
as chief trade negotiator and principal spokesperson on trade, as well as the division-of labor
between USTR and other departments and agencies of the executive branch is a unique and
deliberate creation of the Congress. The aim was to have a small, flexible and extremely

_responsive agency, staffed with primarily senior career personnel and headed by a Cabinet-rank

person serving as the president’s chief advisor on trade policy, taking the lead in coordinating (as
opposed to administering) trade policy and negotiating trade agrecments with other natmns This
construct has worked remarkably well.

The Congress first established the Office of the Special Trade Representative (the name was
changed to USTR during the Carter Administration) in the Executive Office of the President to
coordinate negotiations during the Kennedy Round. Later, the 1988 Omnibus Trade and
Competitiveness Act enumerated the following responsibilities for USTR:

(1) to have primary responsibility for developing and coordinating the implementation of
U.S. international trade policy; :

(2) to serve as the principal adviser to the President on international trade policy and on
the impact of other U.S. Government policies on international trade;

(3) to have lead responsibility for the conduct of, and be chief U.S. representative for,
international trade negotiations, including commodity and direct investment negotiations;

'(4) to coordinate trade policy with other agenc{es;



(3) to act as the principal international trade spokesman of the President;

'(6) to report to the President and the Congress on the administration of the trade
agreements program; o

(7) to advise the President and Congress with respect to non-tariff barriers to trade; and
(8) to report to Congress on these matters.

In other words, USTR's work is to open foreign markets and provide opportunities for American
exporters, while the Commerce Department and other agencies help American workers and firms
make the most of those opportunities. USTR is like the blocking back or pulling guard, opening a
hole, and the Department of Commerce is the running back. The touchdown, is, of course, more
U.S. _]ObS and a higher. standard of living. :

- Creating a new superagency responsible for all aspects of trade v?éu’ld bring a host of unintended

consequences. To begin with, the individual in charge of such an agency would literally not have

- enough time to address adequately the myriad responsibilities: negotiations, coordination, trade

promotion, export enhancement, and administration. All of these, functions would suffer.

Additionally, it would not be appropriate to combine the trade negotiation and coordination
functions of USTR with the Department of Commerce's role as advocate for U.S. products and
services. Conflicts can easily arise in situations where the U.S. negotiating stance on a particular
trade matter would threaten our advocacy on behalf of, U S.companies::Although some claim..
that such conflicts can be avoided by having a so- -called " firewall" between the two functions
within a combined trade agency, such an approach would be unworkable Undoubtedly the head
of any such new agency would have to be mtlmately involved in:(and conﬂxcted ‘by) both the
negotiation and advocacy functxon

Finally, I have concluded that even if all trade activities of the U.S. government could be
consolidated in one place (which I do not think is either practical or feasible), and USTR's and
the Department of Commerce's missions were changed, the Congress would have to reinvent a
small trade negotiating agency with USTR's unique mission soon thereafter.

While "trade". may sound like a single function, it encompasses an enormous variety of activities,
each contributing to the success of American firms and workers in global markets. Of course,
USTR and DOC are not the only agencies with trade-related functions. The Departments of
Agriculture, Defense, Justice, Labor, State, Transportation and Treasury; the Council of
Economic Advisers; the Office of Management and Budget; the Environmental Protection
Agency; and an independent agency, the U.S. International Trade Commission, all address trade
issues in some way. Within this larger system, USTR has remained a small, focused, and
efficient organization that continues to balance domestic and 1nternat10nal interests in a highly

cost-effecnve manner.
i

Congress' wisdom has been to recognize that the Government's role in international trade works



best when it is spearheaded in the executive branch by an organization that is focused on policy
and negotiation; that can act quickly; and can leverage the support and resources that are housed
in virtually every Cabinet agency. Such an organization is necessarily small and mobile with
immediate access to the president, and is unfettered by operational responsibilities better
assumed by a larger agency.

Conclusion

Today, in an era of severe budget pressures, it is appropriate to'ask tough questions about how to
serve the national interest. This Administration has done exactly that. The Administration, with
the support of many in Congress, has led a serious and substantial effort to reduce the deficit,
increase government efficiency, and cut government waste. President Clinton and Vice Presidert
Gore understand that we can't compete in a globalized economy zf we are not strong at home.

When President Clinton entered ofﬁce, the deficit was at its highestdollar level in history --
$290 billion -- and it was predicted to grow to more than $600 billion by early in the next
century. His plan has brought the deficit down three years in a row -- for the first time since
Truman was president. In fact, we are bringing it down faster than we expected. This week, the
White House budget office released new economic estimates that show the budget deficit
dropping to $160 billion this year -- a $33 billion reduction from February's estimate and a 45
percent cut from the FY92 budget. The deficit is being cut in half as a percentage of our national
income.

President Clinton. has mandated the reduction of the size the federal civilian work force by
272,900 employees to the lowest level since John Kennedy was president. Federal employment
has already dropped by more than 100,000 during this Administration. Under the leadership of
Vice-President Gore’s National Performance Review, the Administration has saved $63 billion
through reinventing government and elxmmatmg outdated government programs

Removing trade functions from the Department of Commerce of mergmg trade functlons into a
new mega—bureaucracy is a bad idea, albeit stemming from good intentions.

The Department of Commerce has been an engine for the creation of U.S. jobs. At a time when

our industries face increased global competition, we should strengthen, rather than dismantle, the
institutions that have successfully and effectively advanced our economic interests. By working
together, we can achieve reforms that will advarce our trade pollcy interests and our ability to
create jobs. I thank the Committee and the Chair for thlS opportunity to tcstlfy



THE UNITED STATES TRADE REPRESENTATIVE
Executive QOffice of the President
wWashington, D.C. 20506

JUN 15 1gss

The Fonorabls Newt CGi ngulcn
Speaker of the House

7.S. House of Representatives
Wasnington, D.C. 20815

Dear Mr. Speaksar:

e Lo oppose strongly legislative croposaTs to eliminate the
ent. of Commercs ancd disperse its functions around the

ve tranch. The Commerce Department has bes2n enormously
ful in promoring U.S. exports, opening foreign markacs,
tecting U.S. economic interasts zround cno world. AL a
time when U.S. lnaust“v faces incrsassd glopal competition, we
should be strasngthening, rather than apolishing, the institutions
that have most effactively advanced our national economic
interests.

In che last two and one half vears alone, the Commerce Department
has been instrumental inm“negotiating the North American Frae
Trade and Uruguay Round agreements, in designing and implementing
the National Export Strategy, and in cresating public/private
partnerships that are successfully investing in the technologiasg
of the future. In addition, the Commerce Department provides
essential analytic support and in-depth knowledge of foreign
trade practices that have been invaluable to USTR and other
‘agencies involved in negotlatlng and implementing trade
agreements. Most recently, for example, the Commerce
Department’s detailed &1owledge of the Japanese automotive sector
has been essential to our efforts to open the Jananese autoc and
auto parts markets to Lorelgn competition. '

‘Congress should be extremely wary of proposals that would
dismantle the integral linkage that exists among various Commerce
Department programs that have successfully protected U.S.
industries from unfair foreign competition, expanded U.S. export
markets, and aggressively advocatad U.S7 business intarests
around the world. Moreover, it would be a mistake to scatter the
Commerce Department’s brograms around the exacutive branch ,
without rngard to the effect on the operation of other agenciss.
USTR, for example, currently benefits en ormously from its small
size and ability to shift resources quickly to pressing
negotiations.
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I will strongly support efforts to Led:ess the deficit by
increasing govarnment. °fﬁlClanCY and reducing goverdment wasktea
and I look forward to working with you on'such initiatives. Au
the same time, however, proposals to abolish the Commercs
Department and disverse 1its Lunctlons a’ounc the sxacutivs branch
ara likely to have exactly the opposikte etLecc by serxously
damaging our trade negotiation, melemeruauwon and promotion
efforts and, as a result, our ability to crzate mors American
jobs. Consequsantly, I urgs vou Lo strengthen rather than weaksn
the Commerce Department and procect a n~gh1v effective advocate
for U.S. business in the glooal markstplace. I encourage you to
work with Sacrastary Brown and me, as well as with others in the
Administrazion, to acnisve raforms that will advancs our trade
oollcy interasts and our ability to save and crsats American
jobs.
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USTR KANTOR CHIDES BEIJING, SEOUL FOR CLOSED MARKETS

Washlngton*Sept 20-FWN--CHINA AND SOUTH ROREA ARE

loged markets that the United States is intent on

opening, the U.S.’ top trade negotiator said after word

this morning that the country’s global trade deficit in
goods and services had risen to a record level of $11.5
billion in July. :

U.S. trade imbalances with Asia in partlcular were

" on the mind of U.S. Trade Representative Mickey Kantor,
when he briefed reporters following today’s Commerce
Department report. 1

"We are worried about the increase" in the U.S.
trade deficit with China, Kantor said. "We will watch it
carefully.”

The U.S. merchandise ‘trade deficit with Chlna rose
to $3.332 billion in July from $3.003 billion in June.
Kantor said he is "deeply concerned" Chinese trade
barriers are<having adverse affects on U.S. exports to
China.

The Chinese economy is more closed than it should
be, he said, referring to barriers limiting imports of
U.S. agrlcultural and manufactured products.

The Office of the USTR is presently monitoring the
implementatlon of an Intellectual Property Rights (IPR)
agreement Washington and Beijing signed early this year.
Although U.S. officials have reported some progress by
China to prevent copyright abuses, top U.S. trade :

officials have been taking a hard line against China,

KOrganlzatlon (WTO) .
Meanwhile, Kantor dld not disclose how official-

level automobile talks between Seoul and Washington were -

proceeding. USTR has demanded that Seoul take steps to.

open & virtually closed automobile market, although 1t SRR

ranks among the top five world auto producers.

U.S. trade officials have not yet had *a full
review" of Korean trade practices, Kantor said.:

According to Rorean government statistics, .fewer
than 5,000 forelqn~made cars were sold in South Korea
last year

South Korea uses "taxes and other antlwlmport

devices" to keep foreign cars ocut of the country, Rantor

said. "We need to end these practices.”

Talks were underway this' week here, as Korea played
up its attempts to eliminate barriers and avoid being
“listed on the U.S. government‘s Super 301 priority list,
which is likely to be published by early October. :

The United States posted a $29 million merchandlse
trade deficit with South Korea in July after enjoylng a
$245 million trade surplus with the "Asian tiger" in
June.

Overall, the $11.5 billion U.§. trade def1c1t in
July was the highest since the current series of

vnd of Part 1

aylng it has a lot of progress to make and hinting that .
is not yet ready to be a member of the World Trade .. =
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- KANTOR CHIDES CLOSED CHINESE, S. KOREAN MARKETS: PART 2

But "the good far outweighs the bad, " Kantor said
f the report.

The U.S. trade deficit with Japan narrowed for the
fourth consecutive month, Kantor emphasized. Japan
posted a $5.119 billion merchandise trade surplus:with
the United States in July, down from $5.291 billion in
June. Observers have credited a socaring Japanese yen
early in the year with the narrowing U.S.-Japan trade

gap. A
' Meanwhile, overall exports grew at a faster .rate
than imports in July, Kantor said, comparing U.S. export
growth of 13.9% with import growth of 11.4%. o
For the year through July, U.S. merchandise exports

totalled $327.142 billion. Imports for the same perlod
were $429,656 billion.

End
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~ KANTOR SAYS °NOT CONCERNED’ OVER U.S.-EUROPE TRADE GAP

Washington—Sept. ZO—FWN-—A'SURGE IN THE U.S. TRADE
eficit with Western Europe in July does not point to a
rend, U.S. Trade Representative Mickey Kantor told
reporters today following release of the latest U S.
trade statistics this morning.

“I'm not concerned with the rise in the U. S trade
deficit with Western Europe," Kantor said, referring to
a Commerce Department report this morning, which showed
the U.S.’ merchandise trade deficit with Europe had
increased to $3. 1 billion in July from $1.5 bllilon in
June.

Two specific factors——aircraft deliveries and non—
monetary gold transfers—-were behind the surge in the
deficit, Kantor said.

B The U.S. overall trade deficit rose to $11. 5
billion in July, the highest deficit since the current
data series was started in 1992, Commerce said today.

‘ : [
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. KANTOR TO TALK WITH REPUBLICANS TODAY ON FAST TRACK

Washington-Sept. 20-FWN--U.S. TRADE REPRESENTATIVE -

dickey Kantor will hold talks with House Republicans

oday on legislation to renew fast-track negotiating
authority for the Clinton Administration.

, There will be "meetings this afterncon on the Hill"
to  "determine if there will be a markup" of fast: track
legislation, Kantor said during a teleconference with
reporters this morning. Kantor said he will be attending
the meetings. X

Fast track, which was in place during the ..
construction of the North American Free Trade Agreement
(NAFTA), gives U.S8. trade officials the authority to
negotiate trade agreements without fear of congressional
amendment. Congreés is presented with an agreement and
must give a yes/no vote within a strictly limited time
period. Since NAFTA, fast track authority has explred

But Chilean accession to NAFTA next year hinges on
the approval .of fast track, officials from both Chile
and the United States have indicated.

Fast track has been held up in the House Ways and
Means Committee since before Congress’ August recess.

- Republicans have called for a tightly-written bill that
sticks to the negotiation and implementation of trade

agreements. House Democrats, including ranking Ways and
Means member Sam Gibbons (R-~Fla.), however, have tied
their support for the legislation to provisions that
give the Administration leeway to negotiate related.
eements on labor and environment under fast track as

11. ;

Administraticn officials are said to be preparing a
compromise with Republicans to break the deadlock.
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TRANSCRIPT OF REMARKS BY

U.S. TRADE REPRESENTATIVE MICKEY KANTOR
AT CEOE (MADRID)
October 23, 1995 ‘
Thank you very much. Seifior Fe}rmindu Tapia, for that kind introduction and
. your prefatory remarks, which are both interesting, well takcn and important. I would
| hkg also to recognize Sr. Lacasa. Thenk you for being herp; Ambnssador Gardner, our
" U.S. Ambassadior to Spain, is on my right — not pnliti.cal'ly,i necessarily, but physically at
this moment. He is doing a marvelous job representing our country here in Spain. He
is one of our most expcricnced, not only diplomats, but a]s;)i is one of the most
thoughtful advocates in international orﬁiniuﬁons that \\fe‘ have in the United States

~ and certainly, probably, in ﬂne world. He is also on leave a'm a law professor at

Columbia Unwersity and one of our most dmtmgunshed legnl scholars in the United
 States, and we apprecmte what you are doing here, Dick. |
| I'd like to, if I might, introduce my colleagnw Iherc:: ' Ambassador Jeff Lang is
here with me, here in Spain; Ambassador Lang. We also bave Tim lbchards and Anne
" Luzzatto and }Davnd Marcick. These are my colleagues who are travelmg with me. We
started in the Middle East; we went on to England for thc; Quad meeting, which we
completéd' just on Saturday l’;ight, and then csme to Spain and we are dplighted to bc,

here. . ’ .
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I am very impressed by this organization; you represént, what, a million and a

half Spanish businesses? We don’t have an analogy to this m the United States, and I
am delighted to be here, since you represent from manufacturing, to retail, to
agﬂcﬁltnre to services; and that’s extrcmely important and 1 apérecinte this
opportunity. .

I know that many Americans love to come to Spain to hunt. My former colleague
Secretary Bentsen loves to come here to hu;nt. I am here on 2 :diffgrent kmd of hunting
trip. 1am humﬁnig common ground as we try to build on this 'ncv;' world that we are
living in. Tt’s a world, certainly, of change. The 'only comta}:it in our world today is
change. And it provides a tremendous chnllenge to all of us, as you were referrlng to in |
your introductlon, whether it’s creation of the WTO or strengthemng our multilateral
systom, creating new mvcotment and attracting new mvutment. All of our economies...

you spoke of transportntmn, telecommunications and of cnuno we in the United States

are aftempting to do the same things; but these are compatible. Although we may

compete in some ways, they are also compaiiblc.

I want to talk about that this moming and I’'l be glad to talk about that. And of
course, Latin America. We, on Dccembcr 9 through 11 of 19§4_I, had our Summit of the
Americas in Miami with 34 democratically ele&ed pmidenwt:m prinie ministers of the
Americas. The first time we have h;ld all but onc\nalimi in th:e; Americas as dgnﬁoeﬁﬁc
market economies, growing middle classes, growing,indnstrislizal.:ion,‘ ahd as all of you
know so well, very impi-essive economiés. And we need to bulld on that, but that iz part
of the new world that we see. It is a world of opportunitigs butt — let me be clear —

which I’ll talk about this afterncon — it is a world of -responsii)ility as well, for all of us.
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We believe in the United States that we need to create‘an enhanced transatiantic

‘ marketplace over the next number of years to miect .the requifememx of this new world.
First lct me talk sbout how this world has changed and how it has become so new to all |
of us. I’'m older than almost all of you in this room, I am mrﬁ to say, itut I think that
we all share this... we are cnthralled and interested in what haa happened. First of all
it’s no longer a world that is threatened by the Cold War Thaﬂ:‘s good news, but that
presents certain c‘halllengeu to us: Politically and strategmnﬂy;‘yimt held Europe and the
United States ¢ug¢iher in this grand alliance over Vthe last Sﬂ yt‘mn has been the Cold
War. Politically sind straiegically our relations were strong@lj' ;md stronger, and we
always allowed economics to take 2 secondary place because;our joint stance to oppose
Soviet expaﬁsioni;sm was such that ecnnomic; was nut as imp;a;'ﬁant as our poMml ;1n6
ntrategic'alliancé. |

However, in tlus post—Cold War world that’s no longer the case. Second, of

courae, are businesses: yours, tlmse in the Umted Statea. those of your cﬁlleaguu in

. Europe, Japan, all over the world have become globahzed. Np; longer do we-think of
markets in jﬁstns’ttional térnu;f Even nn the United States, wh?o for de’cade# had a self-
containcd economy, this is the first time in ouf history, literall;fr, we have recognized we
are part of a new globalized éconoiny., This year foreign tradewxll represent over 30
percent of the U.S. economy.\vNow, that is mot as large a part of our et;.ono,my as of your
economies represented by .foreign trade.. But for the United-Stafes it’s an ?normoin
number; it’s over two trﬂﬁon dollars out of a seven frillion do:llar econo‘l‘ny. And so the
globalization of our economy, as well as yours, has become a faét of life. |

So, as we have the end of the Cold War, tﬁe economic issues have joined the

foreign policy table, as important as strategic and political issues, and glohalizaﬁon has
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come with it. With globalization, of coursé, comes ‘interdepeim;dence. You can’t be

giobalize‘d withoat bciﬁg interdependent, and the moré inte;ﬁependmt we are the more
wé. have fo coopcrate fogether to build — in our case¢, we belil;e\"e, a transatlantic or an .'
enhanced fransattlantic market place. | |
Next of course, econbmic power is spreading very np:it:ﬂly around the giobe,
Many of you travel to Asia or to Latin America and you understand the two fastest
growing areas of the world, where market economies are grov'vlng at an ever-inéreaaing
rate. This new nf)ﬁad of economic power is cre;ting industrialized societies and a
growing middle class, and they are markets of the future. As we in Europé and in the
United States are almost at zero popni;nﬁon growih, as our e;:omumies will grow more
slowly, becmisefﬁg are mature economies, ihan those in Asia?oir in Latin Ainerica, we

need to recognize our new markets in Latin America and Asia —- not to the exclusion of

our relationship but to benefit our relationship. ‘

And last, of course, is that growing democracies and mnrket eé;momies are an
incredible opportunity. So these are the new opportunities n?n‘d the new ‘:hnnges that we
face. In this new environment, economics has become critical: Now, President Clinton
recognized this, not only when he took office on January 20,1993, but before that.
Frankly —~ it was quite surprising to some — when he announced for president on
October 3, 1991, he made quite a bit of the new world that w¥ are .li\?ing in, the way it
enhances U.S. prospects, how arc we going to grow jobs in ﬁl;li' country and our
standard of liﬁng by faking advantage of these new markets and tl;is new world, and
the fact that we are no longer self-contained in the United Stx?atgs- Surprising for a
governor, at that point, of a very smafl sunihem state, who understood and appreciated

the new challenges and opportunities that we are confronting.




:SE.N'-I‘ SYtUSIS ‘ ;26—10—85 ;o 17:40 " «_j - + 202 395 7226;.# /12

» .

His first priority, of course, is to rebuild the U.S. economy, that when our

unemployment was 7.7 percent —. Now, I realize that Spain m going through difficult

times, your unem’éloynient rate is much higher ihun even thn;; but iz the United Stat& BN
a '?.7 percent unemployment rate was in historic terms quite lugh It has now beein |
lowered quite substantially. So we had to do something abot;:t nnemploymént; we’ve
taken it from 7.7 percent to 5.5 percent, about a 25 percent decrense. of cbﬁrse our
budget deficit to gross product was alittlg over four percent;fwe‘ve cut that by over half
in just 33 months. We have cut employment in gbv'ernment bgyi_l‘lll thousand people «
litera'lly. By the end of President Cﬁnton’s first term we'll hsve fewer emplﬁyees by
number, hot per‘ca];ita, by number in federal go#érnment than at any time since Jack
Kennedy was pmident oi‘ the United States.

We have gruwn seven-and-a-half million jobs in 33 monﬂu in the U.S. cconomy.

More businesses have. been created in the last i3 months thun m any smnlar penod in

| American history. Ninety-three percent of nII the jObs cmted ‘— of the seven»and-n-
hslf million in the prrvate economy, eXcuse me - that’s’ tthe lmghest percentage of any
time since Harry Trumun was presndent of the United States. So what we have done is
cut government; cut our deficit; grown jobs; raised our standard of llvmg, cut
unemployment; n"acognized the new opportunities in worM’ m'a;rkets‘- And the pre;ident‘ )

said once we restore the Ameﬁmn. economy, which we have 6 jdo, the next stép iswe
have to begin(fto build open markets around the world. (Wc»h;we to provid§ leadership
worﬂng with our,Eufopm allies, with Japan and with others. ‘ .A

.V We have reached ;w‘er 170 trade agreen;ents, which was cited by our chair here

this morning. We have had the highest increase in dollar terms in exports in this year,

in ﬂie first eight mionths, than any time in American history. IIt is & stunning increasc;

'
|
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as » percentage it’s nearly the largest. It has increased almost 17 percent, export

increases this year alone. The U.S., of course, is going to h,a\;rg two trillion dollars in
traﬂe this year; ~t‘wel§e—and—n—half million Americans are employed directly in ‘exporting
gdods and services from the United States. These jobs pay oinQ the average of 13to 17
percent more than pther jobs in our economy. Trade has be;:?me literally a major pari
of what Pfesidelit Clinton is trying to do as we mave forward,i not only restoring our
economy, but in ttrymg to build global growth. Because n:ertamly if we are not in the
forefront of hmldlmg global growﬁh it won’t happen, and if m dnun’t happen we all are
the losers. |

The President has made sure that'we have been a wxllmg partner, and let me
take a moment to take note of the fact thatc Sir Lenxi Brittan, rlepreuenting the European
Union, and I complctcd tbe Uruguay Round literafly on Decembcr 15, 1993, the last day |

we had to complete it. And not only what a great counterpnrt he was, and the Europcan

officials, but how important Enrope’s leaderslup was in complenng the hrgegt trade
agieement in history and frankly the ﬁuost important. We cmh’t pmiaeynrﬂnmpeﬂh
colleagues eﬁough for what they have contributed to tl;is elght years of blood, sweat,

~ and tears in completing the Uruguay Round. And Sir Leon Brittan and hls staff, but
also the whole Ewropean Union, deserve great praise for whaf;ve were able to achieve.

Now we face new challenges and a new cehtuiy. It’s béém over 500 years since

Spain comrmssxoned the first explorers to not only find the New World but to establish a
transatlantic marketplace It’s only fming Spain finds itself in the presidency of the |
European Union st the most critical time, as we hope to build upon and to strengthen
and to broaden this tmmaﬂnhtic marketplace ;:ver the next yé'ars. I think it is not |
ironic but it is appropriate that Spain provides that leadership, as Your prime minister

'

i
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and all of your ministers bhave, as your business community hﬁs reached out. We believe

in strengthening and broadening and creating ihis t;ans#tlﬁlj:ttic mnrke‘tplace.
. There are really four areas that we should concentmtc on. Flrst, let me say by

rea«;n of introduction that Pre:ndents Clinton, Chnrac and Sloanter got together in

~ Washington and asked us, all of us togelher, Europe and the Unite.n States, to take a
look at this and try to deterﬁnine'ﬂbw we develop a,comprehemive view of'this new
initiative to strenigthen this transatlantic marketplacé. We are suggesting there are four
areas in which.wé cmn do this. :

First of all, we havc to engage in eunﬂdence—buildmg measures There is one

tnlth in trade that I huve fonnd after 33 months. The more n’rade you have the more
dupntw you havc. That’s only natural. ’!‘he U S. and Canada have the largest trading

rehhonslnp betvreen any two nations in the cntlre world, Wc have more trade disputes

with Canada than any ngtinn in the enﬁre‘world- Hopeﬁxll)f we manage them well, they
are great friends and alliéa, we shgre thousands of miles of b:order, but we have cur |
trade disf)utes‘ tr@m wheat to lumber to beer to steel, you name it, we h:we’ our concerns: :
‘What Europe and’. the United States need to do as step one, ;onsonmt with other steps
that we need to take in building this new transntlanticmnrkeiplace,,is to manage theae
issues, to build our confidence. And let me mention a few. |

Eﬁlargem“ent is onc. We n'eedAto bave a successful negotiation of enlargement
both in agriculture for transitional purposcs and transition ;nd~ permanent trade
concessions by Europe fn order to pay for the enlargement th%:t has occurred, under . '
arﬁcle 28 of the Uruguay Round. I had good meetings with Su' Leon Brittan, 1 will
répor:; in Ripley, which is just north of f..ondon near Yorks}:ni;re, and hnpefuﬂy we're |

moving forward.
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Second of course is to seftle the dispute over so-called ‘graim‘ cases, grain

valuation for tariff purposes. We filed with the WTO a compl:ﬂint against the European
 Union fn that regard. There will be meetings in Washington ﬁm coming week, I am
. happy to repo;t, between Eurol;can officials and U.S. oﬂﬁcialx; ;to discuss both
-enlargement and the grains valuation ¢ases. .
We must deal with the banana issue. 1 understand it is sensitive here because of

the production in the Canary Islands. We are obviously senniﬁvc to that, we are

working both within the WTO — but we hope to work on a bilateral basis with regard to
that issne as well. | »

Bio-technology, the bio-enginéered‘ foods is #omething':that of conrse Europe am]" |
the United States have an interest in, European companies and U.S. companies. rd |

note that we have approved twelve such bio-engineered foods; two of which of course

 are produced by European companies. The Eufopc_an Union éliﬁjfs‘ncgggf? never approved
o.ne application, either from a Eumpéan compaﬁy‘or a U.S. ct;;-npany.. I’d note |
European applications have been pending lof:ger than U.S. aéplli:ntin'iik;i It is time we
move forward on that. It is in all of owr ecoﬁomi_‘c interests thx;ntwe do so in other arecas I
as well where we have concerns. That would build conﬁdencé in this process as we fry
to cre#te this new and invigorated transatlantic marketpla;e;

Second, I think we have to establish clear and achievabflg goals for 1996 ~ the so-
called dellvenblés', as trade folks like to tulk about. .Those deii;renbles are everything
from market access — that would eiti!er be acceleration of tariffs under the Uruguay
Round or lowering tariffs in certain areas, even gnﬁg zem-fouf-gero in areas of common .
iﬁtemi. Secondly, government pmcurement; thifdly, mtgnec;;al property rights, | "

protections; we can cooperate in terms of building the WTO together, we both have an




SENT BY:USIS | 26-10-85 ; 17:41 i | - 202 385 7226:#10/12

" interest in that, and strengthening the WTO; customs cooperation, which is important,

all of you know as busincss people.
In the stsindar&s area, we ¢can make progress, I beliefve, in 1996 and also in the
information or telecommunications area. In all of those waljrﬁ we can bave deliverables |
in 1996 which will ﬁovc the proeess 'forward in building thizs new transatlantic market ‘
place. o
Third of course, we have a meeting on the Ilfh of Nﬁv:ember in Seville. T#at
meeting is an im’pértant one. It is a meeting of business. peoﬁlc from both sides of the
Atlantic. I would like to see the Transatiantic Business Dinl;vgnc, which has been
supported so strongly by the president and Secretary Browh, — my friend Ron Brown,
 { thmk he has appeared here ham’t he? I think Scemtary Bmwn has been here. -~ 1
would like to sce that becomc matltlmonahzed , |

§
'

I think there isa paralle] so what we are trying to do thh the European Union

in building this new transat!antlc marketplace, the business gnmmumty isa vxml,
necessary elelhmt in making sure thst it works and works cﬁfrectly. Not only for
support for what we are doing, but for your input; both are cntlcal. And I would
suggest that we all work together clos;ely" 28 we try to create this paﬁllel ptsh for this

‘new interaction.

i

The lamt element I would llke to mention in the transatiantic marketplace growth

| i

isa atndy. Many of you have heard the dncnssmn of a joint study between the U.S. and :

|

Europe over where this enhancedmarketplaee would go in the fut(llre. It is important
that we look at ouir bilatersl relationship and lﬁok at what are the impediments to more
and open trade. What are our opportunities? What areas are covered? What will be the

timing of a more open and stronger marketplace? How would we work together to
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achieve it? What would be the impediments to achieving a more open marketplace? 1

i

think it would make great sense if we insﬁtuted that study as soon as possible. I know
;here are many who support that in the ‘Enro’pean Union,
There are some who have concerns. Let me say that rchls is an idéa. I think, that
has enormdus potential impact. We none of us'.should prejuéée‘the outcome. We all
A slmuld go in with open minds as to what we can achieve, andfw.rhat the result of the story
might be. If will be a mistake if either thoze working on behalf of the United States or
those wi:rking on Selmlf of Europe ftried, as I said, to pmjndgg But, to institute a study,
tp look at it honestly, to work together malkes perféct sense as we build confidence, as we
- have delﬁernblu im 1996, as we work with the business comlﬁﬁnity to studjf were we |

should. be going.

We are the two most powerful economid on earth, Politieally and economically

we provide leadership for the entire world. lt would bei.frankly foohsh_on our part not

to try to work together to blnld the futare.
It is interesting when you look at the numbers. Interms of g’ﬁods and services,

our trade now is over 300 bﬂllons dollam a year between Eumpe and the Umsed States.

In investment, it is about 450 billion dollam, and itis intemtmg, it is balanced almost | 1

exactly evenly todsy. U.s. companies — and some pf you repreicnt, U.S. companies whe

operate here in Europe; I understand, I think there are some ﬁ:ninl‘e here — sell 350

billion dollars worth oi’ goods and services in Europev every year Our relationship when

yop add it up comes close to two trillion dollars slone. No_f to build on this, not to take |

500 ycars of success started by Spain and to make it into a via!;le and exciting new

relatmmlnp would be missing an opportunity that is so lmportalnt for all of us.

And soJ hope when the President comes here on the thmrd of December, that the
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communiquie is issued, it’s bold, it’s innovative, it's far-reaching and reflects much of

what I have said here today. .
Since the United States was founded our fortunes 'Imvf:' been linked with those' of
youl in Eﬁrope. A strong and vibrant Europe, frankfy, madg'the United States stronger; |
in turn; a strong \Unitéd States mad’eEufope stronger.
Noﬁv, at the brink of this new centufy, in the midst of a. period of immense
change which I have talked about; lwe have the histpric opportunity te bring our
| relationship to the néxt level. Just as our yredecessun crossed and first built a
marketplace across this great ocean, so must we build al‘onnigi?tiun for peace and
pmsperity in its riew era as we-nppronch thetwénty-ﬁrst ccnéuny | ‘We must refuse to
l:ude behind our fears, rather sccept the challenge of cmtmg the tramlathnhc ”

marketplace. By confronting these challenges, we can support freedom and growth for

generations to come.

, ﬂln this new world the challenge of changc is a given. The responsibility to meet
that challenge is sin absolute must.. Oilr success will mean we: -will'rene'w our
commttment to the transatlantic bond that ties us together. Our success will bring
stronger economics on both sides of the Aﬂanhc, more jobs, 3 higher standard of living
and global growth. Our success will mean we enter this new century together, as
partners committed to.fostering prosperity, and raising mndﬁrdi of living for all of our
péopla ' |

Thank you very much. | S




