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EMBASSY OF EL SALORDOR TEL:202-254-5834 Feb 10,97 21:21 Nq .033 P.Ol

Avfi (Wnlimi fsiil 
Arnhasaador

Embassy of El Salvador
2S08 California St t ool, N.W, 

Washington, n.C.

rebrtiary 10,1997

pxk-

^j 0 J

Cc ,i-
Dear Mack:

I know liow busy you are anti that is Avhy I originally rotjueslcd a 
telephone eonversation with you, to hear your views on the ntw Trade Bill for 

the region.

Now a new mailer has arisen, and 1 would greatly appreciate a meeting 
or a telephone conversation with you, at your earliest convenience, to discuss 
matters related to the visit of President Clinton to Central America.

I'ho Foreign Ministers of the Region have called the Ambassadors for a 
meeting this Friday, February Mth. It would be of great help to me if 1 could 
talk to ytm before then.

Sincerely,

«

Ana Cristina Sol

Mr. Thomas F. McLarty 
Counselor to the President 
The While House
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Gibbons & Company

Washington, D.C.

is pleased to announce that

Sam M. Gibbons
\

Former Member of the United States Congress

has become Chairman of the firm

January, 1997



Gibbons & Company

1455 PENNSYLVANIA AVENUE, N.W. 
THE WILLARD OFFICE BUILDING 

SUITE 525

WASHINGTON, D.C. 20004 
TELEPHONE (202) 783-SOOO 

FACSIMILE (202) 783-4171

THE FIRM
Gibbons & Company provides counsel and 

assistance in government relations and public affairs to 
U.S. and international businesses, trade associations, 
coalitions, individuals, and government entities on a broad 
range of federal and international policy issues.

The firm is an advocate for clients before the 
Congress, The White House, Federal departments and 

agencies, and state governments.
Gibbons & Company represents clients on a 

broad range of issues. Areas of expertise include: federal 
taxation, international trade, higher education, 
environmental policy, communications, energy, health 
care, product and food safety, transportation, insurance 

and financial services.
Gibbons & Company provides responsive, 

personalized attention to clients by the principals of the 
firm who are experienced in the legislative process and 
the politics of Washington. The firm has, by intent, 
remained small. As needed, the firm utilizes additional 
technical experts and legal specialists to provide a full 
range of the highest-quality professional services to clients 
in an efficient and cost-effective manner.

The firm has an accomplished record in 
Washington and is committed to obtaining successful 
results for its clients.

CLINTON LIBRARY PHOTOCOPY



Sam M. Gibbons

Sam Gibbons, Chairman of Gibbons & Company, provides 
advice and counsel to multinational businesses, trade associations, 
and coalitions on a wide range of issues including international 
trade, tax policy, healthcare financing, retirement income policy, and 
federal funding for higher education.

Before joining the firm Mr. Gibbons served as a Member of 
the United States Congress in the House of Representatives for 34 
years (1962-1996). He was Chairman of the Ways and Means 
Committee and its Subcommittee on Trade, Vice-Chairman of the 
Joint Committee on Taxation, and U.S. Advisor to the General 
Agreement on Tariffs and Trade and the World Trade Organization.

Mr. Gibbons worked closely on a bipartisan basis with eight 
U.S. Presidents in the development, passage, and implementation of 
major domestic and international policy initiatives. He has extensive 
legislative expertise in the areas of international trade, taxation, 
healthcare, public and private pensions, budget, and education.

As a leading architect of American trade policy for more than 
25 years, he is widely recognized as one of the foremost proponents 
of open markets and free trade. Mr. Gibbons was a primary advocate 
and sponsor of every major trade law enacted during this period, 
including The Trade Acts of 1984 and 1988, legislation implementing 
the Tokyo and the Uruguay Rounds of the General Agreement of 
Tariffs and Trade, the Caribbean Basin Initiative, the U.S./Israel Free 
Trade Agreement, the U.S./Canada Free Trade Agreement, the 
Andean Trade Preference Act, and the North American Free Trade 

Agreement.
While Chairman of the Ways and Means Subcommittee on 

Trade, Mr. Gibbons frequently led trade and interparliamentary 
delegations throughout Europe, Latin America, the Middle East, and 
Asia, including the former Soviet Union, Japan, China, Australia, and 
Vietnam. He conferred regularly with heads of Governments, their 
principal trade and economic officials, and business leaders both in 
the United States and abroad.

Mr. Gibbons served as Chairman of the Trade and Economic 
Committee of the U.S./Canada Interparliamentary Group, the 
U.S./Mexico Interparliamentary Group, and Co-Chairman of the U.S. 
delegation to the U.S./European Parliament Interparliamentary 
Group. He counseled numerous U.S. Trade Representatives on 
international trade negotiations and legislation.

Throughout, his 28 years on the House Ways and Means 
Committee, Mr. Gibbons advocated reform of the Federal income 
and payroll tax systems. In addition, he drafted and vigorously 
advocated legislation to repeal these systems and replace them with 
a simplified, broad-based, border-adjustable, value-added tax. He 
was also involved in the development of every Federal healthcare 
financing law since the inception of Medicare in 1966.

Before election to the United States Congress, Mr. Gibbons 
served for 10 years in the Florida Legislature, where one of his major 
accomplishments was to establish the University of South Florida, 
now the 13th largest university in the United States. He received his 
undergraduate and law degrees from the University of Florida, and 
is admitted to practice law in Washington, D.C., Florida, and before 
the United States Supreme Court.

Mr. Gibbons served as an officer for 5 years during World 
War II with the U.S. Army’s 101st Airborne Division. He led 
parachute infantry forces in major combat actions including the pre­
dawn assault on D-Day in Normandy, the invasion of Holland, the 
Battle of Bastogne, and operations in central Germany. He was 
awarded the Bronze Star.

Utilizing his experience and insight, the firm provides 
political consultation and advocacy, strategic planning, risk 
assessment, support on trade and investment initiatives, and advice 
on acquisition of state-owned enterprises.



V
THE WHITE HOUSE 

WASH I NGTON

January 9, 1997

The Honorable Sam M. Gibbons 
Gibbons & Company 
1455 Pennsylvania Avenue, NW 
The Willard Office Building 
Suite 525
Washington, DC 20004 

Dear Sam;

Congratulations and all good wishes on your new endeavor with 
Cliff and his colleagues. I saw Cliff Tuesday when he was in the 
White House, and he is genuinely excited about having the 
opportunity to work closely with you. Being a fourth generation 
member of a family business and having worked with my father, I 
can attest that it is a special kind of relationship.

Your offer to be supportive of our Administration's efforts to 
expand opportunity and fair trade are noted and much appreciated. 
We will be in touch, and soon.

Personally,

McLarty

cC-



Gibbons & Company jf SV'
■

1455 PENNSYLVANIA AVENUE, N.W. 
THE WILLARD OFFICE BUILDING 

SUITE 525

WASHINGTON, D.C. 20004

TEL (202) 783-6000 
FAX (202) 783-4171

January 21, 1997

Mr. Thomas F. McLarty, III 
Senior Counselor to the President 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington, D.C. 20500

Dear Mack:

(S

Thank you for your personal note. Your friendship and kind words 
mean a great deal to me.

I want to reiterate my interest in helping you and the President in 
your efforts to obtain fast track negotiating authority. I have been through 
the process numerous times and I am intimately familiar with the vote 
counting process in both the House and the Senate.

I could compliment your efforts in one of two ways. I could work 
with you directly, similar fd'what bill Daley and Bill Frenzel did during 
NAFTA. Or, I could organize and coordinate a coalition of businesses on 
behalf of the Administration to obtain the necessary support to pass the 
legislation.

I would like to walk over and meet with you soon to discuss how I 
can be of assistance to you and the President on this very impOTtant trade 
policy initiative. --------------------- -----------------------------

War^Regards, 

Sam M. Gibbons



Mack McLarty

Jan. 27, 1997

To: Dan Tarullo

You might want to consider using Sam in your 
efforts. From what I understand, he still 
enjoys a fine reputation on the Hill.

r' '■

Attachments

t&l

"SC



THE WHITE HOUSE 
WASH 1N(; TON

January 21, 1997

The Honorable Sam M. Gibbons 
Gibbons & Company 
1455 Pennsylvania Avenue, NW 
The Willard Office Building 
Suite 525
Washington, DC 20004 

Dear Sam:

Your letter of January 21st is received.
We will be in touch shortly despite the 
early second term press of business, 
including the upcoming State of the Union.
Personally, 

c. cP

cwo
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12/17/96 15:16 0202 736 7618 AMRRTSUMMIT DOS QI002/002

December 17, 1996

MEMORANDUM FOR ^[ACK MCLARTY 

FROM: ERIC Fi>>RNSWORTH^jf^ 

SUBJECT; CBI PARITY

The Vice President's office was unaware of any recent moves by 
0MB to keep CBI parity out of the budget, but agrees the issue 
IS important and will weigh in.

Aide to the Vice President Mik^ 
issue this afternoon with Leon

____ li promised to raise the
^uerth. with a view to

7.

contacting 0MB directly concerning the Vice President's 
interest.

Nancy Schwartz continues to work the issue with—£MB; I've 
passed her name to Orfini and have mentioned to her your own 
continued interest in keeping CBI parity in the budget.

7)oL



Mack McLarty

December 16, 1996

To: Jim Dobbins
Relevant to our recent discussions and wanted 
to be sure you had a copy.

Attachment
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12/20/96 13:40 ©202 3939'6'75 lAPL/USTR 0002

EXF.CIJTIVE OFFICE OF THE PRESIDENT 
Office of the united states trade representative

WAiiniNUTON, D.C. ZU’JOe

Thank you for your letter, conveyed through Vice-President Gore on the occasion of the 
Summit on Sustainable Development, expressing your concerns regarding enhanced 
trade preferences for Central America. We appreciate the economic vulnerabilities of 
the region and the need to attract investment. Concern for such economic 
development was at the heart of the Caribbean Economic Recovery Act of 1984 and 
the subsequent legislation that amplified the original preferences. This Act was also 
intended to encourage changes in trade and economic policy among countries in the 
Caribbean and Central America. We are gratified to note that many Central American 
countries have begun to make policy changes to create the legal and economic 
framework needed to attract investment and develop the domestic economy.

Let me assure you that we^main^^rnmitted to appropriate NAFTA parity legislation for 
all countries included in ttie CarlEbean Basin EconomTc Recovery Act. We intend to 
work with interested members of Congress to craft legislation that will ei 
trade preferences to Caribbean Basin countries. At the same time wilTcontinue to 
encourage the adoption of sound policies in areas such as investment, intellectual 
property rights, vitotkeLiights, and other policies that v\^ni facilit^e participation in the 

Free Trade Area of the Americas. While we-are-worl^lfigjQl^t^this goal, we hope to 
see countries in the region continue to st^ to reducejrade~BarTiecs.

The promise of the Summit of the Americas depends on-partoers committed to one 
another and on relationships based on our willingness to work together. Our joint 
commitment to the spirit and letter of the Summit of the Americas has not wavered. We 
look forward to our continued collaboration in building a democratic hemisphere with 
open economies that will permit our citizens to live in freedom and prosperity.

-h'~i



02/21/97 FRI 15:46 FAX 202 783 4171 GIBBONS & CO. 111002

Gibbons & Company
1455 PENNSYLVANIA AVENUE, N.W. 

THE WILLARD OFFICE BUILDING 
SUITE B25

WASHINGTON, O.C. 20004

TCL <aoal 703^000 
FAX (202) 7S3.AI7)

February 21,1997

Thomas F. McLarty, III 
Senior Counselor to the President 
The White House 
1600 Pennsylvania Avenue, NW 
Washington, DC 20500

Dear Mack;

9 C

Bill Frenzel and I thoroughly enjoyed meeting with you this aff«noon 
to discuss our efforts to help the President obtain trade negotiating 
authority. It was particularly good to hear your thoughts are similar to 
ours. We believe time is of the essence and we are prepared to work 
aggressively with the Congress to secure passage of this very important 
legislation. We will begin discussions on assembling an enthusiastic 
support group. Your willingness to kickoff the organizational meeting will 
be helpful in our efforts.

We look forward to working with you and please let us know when 
you want us to get to work.

For Bill and Sam, your bipartisan team!

Sam M. Gibbons
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Washington Outlook
EDITED BY OWEN ULLMANN

THE UTEST TRADE WAR: 

DEMOCRAT VS. DEMOCRAT

J7-/
i-

7) i,'

■ ately, it seems as if all the intraparty bloodletting has 
B^been among Republicans. But Democrats are about to get 
^■back to their usual bickering as they brace for a con­
tentious battle over trade—with strong overtones for Cam­
paign 2000. On one side: Vice-President A1 Gore, point man 
for the Administration’s push to expand the North American 
Free Tfrade Agreement. On the other: House Minority Leader 
Richard A. Gephardt (D-Mo.), implacable nafta foe.

At issue is congressional renevval of the Administration’s 
expired authority to negotiate “fast-track” trade accords that 
prevent lawmakers’ tinkering. The brawl will set the stage for 
a showdown between the two longtime ri­
vals for the Presidency. “It may not be 
the first primary of 2000, but it’s the first 
contest,” says one Democratic operative.

It’s also a fight that exposes the fault 
lines of the Democratic Party. Gephardt is 
the champion of liberals who believe mar­
ket-opening pacts are exporting U. S. jobs 
to low-wage nations. Gore hopes to be 
heir to Bill Clinton’s New Democrat 
canon that expanded trade spurs growth 
and high-Avage jobs,“This is a defining is­
sue for the party,” says Representative 
Robert T. Matsui (D-Calif.).

Since fast-track authority lapsed in 
1994, the Administration has only been able to complete ne­
gotiations that started before then. As a practical matter, it 
cannot launch talks on new deals such as Chile’s inclusion in 
NAFTA because Congress might cripple them with amend­
ments. Congress can only approve or reject fast-track deals. 
RESOLVE quESTiONED. The loss of fast-track authority has 
raised doubts about the U. S. commitment to expanding free 
trade throughput the Americas. Alarm bells are also going off 
in Mexico City, which President Clinton vrill visit in April 
(page 51), aboiit Gteph^dt’s use of the fast-track debate to try 
to stiffen NAFTA’s worker and environmental protections.

CAPITAL WRAPUP

w
GEPHARDT AND GORE: “Defining issue

“Our credibility is strained to the breaking point,” warns 
David J. Rothkopf, managing director of Kissinger Associates. 
Tired of waiting, nations in the region such as Brazil and Ar­
gentina have, already formed smaller trade blocs.

Trade is a divisive issue for the gop, too, because of its 
growing wing of economic nationalists. But for now, many Re­
publicans, including House Speaker Newt Gingrich, hint that 
they’re prepared to meet Clinton halfway: The gop would ex­
tend a fast-track mandate that is silent on labor and envi­
ronmental issues if Clinton limits side deals on those subjects.

The CUntonites are inclined to bite, but Gephardt and the 
AFL-cio insist that NAFTA-expansion ac­
cords include commitments on those is­
sues. “This is not negotiable. Trade, labor, 
and the environment are inextricably in­
tertwined,” says Gephardt. If he rallies 
enough of the 205 House Democrats to 
his side, gop ardor for fast-track authori­
ty may cool. They want political cover. 
“This won’t pass if only 50 to 60 Democ­
rats come to the altar,” warns one GOP 
Hill staffer. It may be tough to muster 
many more. Two issues—payoffs by drug 
lords to a Mexican general and the $39 
billion U.S. trade deficit with nafta part- 
ners Canada and Mexico—are sure to 

rile House protectionists. And fast-track renewal faces tougher 
going in the Senate, which chafes at curbs on its powers.

The Clintonites will have to start dealing soon. Action 
can’t be pushed into 1998 because lawmakers won’t touch 
such a controversial issue in a midterm election year. “If we 
don’t do thi.ti by Angnat. it isn’t pning tn get done,” sayS
Representative Jim Kolbe (R-Ariz.), a leading free-trader. 
That means Gore and Gephardt will be squaring off in com­
ing months as Democrats struggle over the future of trade— 
and the leadership of their party.

By Amy Borrus
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MEXICO'S DRUG PROBLEMS 

ARE ALSO NAFTA’S
^^J '7 7^''''--C

Z? /c-

■president Bill Clinton’s first official visit to Mexico on 
l#Apr. 11-12 was planned as a triumphal tour. It was in- 
I tended to trumpet the success of the three-year-old 
North American Free Trade Agi’eement that has boosted 
U. S.-Mexican trade 20% annually since 1994. Clinton also 
planned to celebrate, with President Ernesto Zedillo Ponce de 
Le6n, his winning $20 billion gamble to bail out. the Mexican 
peso two years ago over objections in the U. S. Congress.

But a string of drug corruption scandals in Mexico has 
suddenly turned Clinton’s dream trip into a diplomatic nights 
mare. He is now fighting to stop his Latin America policy 
from unraveling altogether. Even the - 
future of NAFTA itself is on the line. ^
Congi-essional opponents from both par- ~ 
ties may introduce legislation to alter 
or undo the pact after the Administra­
tion issues a mandatory report on it in 
July. “People who felt we were validat­
ing a comipt system by embracing naf- 
TA now feel their views have been rati­
fied,” says a senior congressional staffer.
BLIND EYE. Any hope Clinton had of us­
ing Mexico as a lever to spread nafta 
membership is in tatters as Congress 
loses enthusiasm for close ties with the ZEDILLO: Can he mollify Capitol Hill? 
region. “We ignore drug trafficking by

iP

Mexican government officials... as long as we can sell more 
McDonald’s hambui'gers,” complains Representative Fortney 
“Pete” Stark (D-Calif.)

The trouble began Feb. 18 when Mexico abruptly dis­
missed Army General Jesus Gutierrez Rebollo, who headed 
the national antidrug agency, accusing him and 36 aides of be­
ing in the pocket of trafficker. Mexican officials failed to warn 
the Administration of their suspicions about Gutierrez, who 
weeks earlier had received high-level intelligence briefings in 
Washington. A torrent of U. S. and Mexican press revelations 
worsen the picture by the day. Some reports allege that two

GLOBAL WIIAPUP
7 ■'

’KflEMUN HEADS TO ROLL?

governors fi-om Zedillo’s ruling party also have links to major 
traffickers. Others allege that the father of disgraced former 
President Carlos Salinas de Gortari, as well his brother and 
other kin, were deeply implicated in drag corruption.

The scandals are engulfing Mexico in a big election year. 
Half of its congressional seats, six governorships, and the 
mayorship of Mexico City are up for grabs in July. Polls 
show Zecfillo’s Institutional Revolutionary Party (PRi), which 
has dominated Mexican politics for seven decades, stands to 
lose control of Mexico City and several governorships. With 
an eight-point nationwide lead, however, the pri may stiU hold 

on to its congressional majority.
HILL CAMPAIGN. Zedillo, a technocrat who 
is not implicated in the scandals, 
promised to attack conniption vigorous­
ly. But his first attempt to do so by in­
volving the Army, long considered Mex­
ico’s least corrupt institution, backfired. 
Analysts believe he must now com­
pletely overhaul Mexico’s legal and ju­
dicial system. Zedillo snaps that it’s ab­
surd to claim that Mexico is “a corrupt 
country full of criminals.”

But that’s now the way it looks from 
Capitol Hill. So Mexico is moving to 
shore up its badly battered reputation 

there. It is beefing up the congressional liaison staff at its em­
bassy. And it will use its 41 consular offices around the U. S. 
to relay positive news about nafta to local legislators. The 
trouble, warns Javier 'IVevino, undersecretary for international 
cooperation at the Mexican foreign ministry, is that as Zedil­
lo acts to clean house, the stink of corruption may get worse.

At this stage, though, Mexico doesn’t have any alternative. 
And it must produce quick results, otherwise America’s trade 
courtship with Mexico could end up on the rocks.

By Geri Smith in Mexico City, with Richard S. Dunham 
in Washington

ji

shakeups, couW well beat the odds ► India’s new^$500 million Wastruc- rather I

pay wages and pensions on him.
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Union Leaders Oppose Expanding Free-Trade Treaty Without Modifications
By STEVEN GREENHOUSE

LOS ANGELES, Feb. 19 — Putting 
the labor movement on a potential 
collision course with President Clin­
ton, A.F.L.-C.I.O. leaders voted today 
to oppose extending the North Amer­
ican Free Trade Agreement to other 
countries unless It includes protec­
tions on labor and the environment 
that the Administration has previ­
ously rejected.

The labor leaders approved a reso­
lution saytag that Nafta has hurt 
American, Meccan and Canadian 
workers and that other countries 
should not be added to the accord 
unless strong labor and environmen­

tal guarantees are included in the 
main agreement, rather than in a 
side agreement that Congress could 
dilute.

"The labor movement’s strongest 
disagreement with the Clinton Ad­
ministration in the first term was 
over Nafta,”' John J. Sweeney, the 
president of the American Federa­
tion of Labor and Congress of Indus­
trial Organizations, said. “Our posi­
tion has not changed in terms of what 
we are fighting for in the Nafta 
agreement. We will continue to fight 
over labor standards, human rights 
and environmental protection;”

The combative stand by the 54- 
member executive council, at the 
federation’s winter meeting here, re­
called the battles when Mr. Clinton

pushed the accord with Canada 
and Mexico through Congress de­
spite labor’s fervent lobbying.

“American, Mexican and Canadi­
an workers have all suffered because 
of Nafta,” said Jay Mazur, chairman 
of the A.F.L.-C.1.0.’s trade subcom­
mittee and president of the Union of 
Needletrade, Industrial and Textile 
Employees. “We should rethink 
Nafta and adjust It so that at the very 
least, no future trade agreement 
should be sianed without incorporat­
ing strong wnrkpr rtuhtg and strnnp 
enforcement mechanisms for such 
rights.”

One of labor’s complaints is that 
stronger enforcement mechanisms 
come into play under Nafta when 
Mexico violates commercial laws, on

® Ije j§ork
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trademarks, for instance, than when 
it violates labor laws.

The resolution was approved a day 
after two possible Presidential can­
didates in 2000 — Vice President Al 
Gore and Richard Gephardt, the 
House Democratic leader — staked 
out contrary positions on trade while 
appearing before the labor leaders.

Striving to show that there was no 
ideological daylight between him and 
labor, Mr. Gephardt, the House Dem­
ocratic leader, said he would oppose 
extending Nafta to other nations un­
less there were stronger worker and 
environmental protections.

“We should not simply extend a 
treaty that in my view is not working 
properly,” Mr. Gephardt said.“In a 
way, Nafta has validated a govern­
mental and business system that 
does not allow workers to have the 
ability to get paid and compensated 
for their hard work.”

Praising Nafta, Mr. Gore voicetj 
confidence that the Administration 
and the labor movement could work 
out their differences.

Mr. Gore said that wages in Mexi­

co were hurt not by Nafta, bu^ by the 
economic downturn caused by the 
peso’s devaluation.

He said that “the Impact of Nafta 
has been quite positive” in all three 
countries if the effects of the devalu­
ation are separated out.

He said any accord adding other 
countries to the agreement should 
include labor and environmental pro­
tections, but added, “The precise 
form that it takes will have to be 
worked out over time.” In the past, 
the Administration has rejected la­
bor’s demand that labor and environ­
mental guarantees be included in the 
main agreement.

The Administration’s trade policy 
came under heavy criticism while 
Mr. Gore appeared here. According 
to labor leaders, Stephen P. Yokich, 
president of the United Automobile 
Workers, put Mr. Gore on the defen­
sive at Tuesday’s meeting by assert­
ing that last year’s $165 billion mer­
chandise trade deficit showed that 
Mr. Clinton’s trade policy was a fail­
ure. Not only that, he asserted that 
the President’s trade policies were

wiping out American jobs and bleed­
ing some unions to death.

The debate over Nafta comes 
shortly before Congress is expected 
to take up legislation that would give 
Mr. Clinton fast-track authority to 
negotiate with other countries to join 
the trade agreement. With such au­
thority, he can negotiate an agree­
ment, and Congress then has to vote 
It up or down, without being able to 
pick it apart with amendments.

In approving a series of resolu­
tions, A.F.L.-C.I.O. leaders reiterated 
their endorsement of Mr. Clinton’s 
embattled nominee for Secretary of 
Labor, Alexis Herman. The federa­
tion called for immediate hearings 
on her nomination, praising. her 
“commitment to a working families 
agenda and her superb ability to 
advance such an agenda.”

Their resolution said, “It is unfair 
to working families to have the prin­
cipal Federal department responsi­
ble for worker protections to be sin­
gled out and held hostage.”



Trade Deficit 

Grew Sharply 

st Year
Strpng Dollar Was a Big 

Fattor in December Gap

By ROBERT D. HERSHEY Jr.

WiJ&HINGTON, Feb. 19 — The nation’s 
trade; deficit widened substantially in De- 
cem^r, bringing the imbalance for the full 
year ito $114.2 billion, the largest gap since 
1988,fthe Commerce Department reported 
todaj*,

Lower exports and higher imports con­
tributed about equally to the December 
expansion, which analysts said partly re­
flected the sharp rise in the international 
value? of the dollar. Treasury Secretary 
Robert E. Rubin and the finance ministers 
of other major countries began an effort 
earlier this month to restrain the dollar’s 
rise.

The strong dollar makes foreign goods 
more affordable for American consumers 
but makes this country’s products less 
competitive abroad. Detroit’s auto makers 
have been complaining about inroads into 
their markets made by Japanese produc­
ers who are taking advantage of the cheap­
er yen to keep prices down.

Today’s report, though unlikely to 
prompt even a subtle policy response, nev­
ertheless did put a fresh focus on the 
question of how the trade sector will affect 
the economy’s performance this year. Ex­
ports, though accounting for only about an 
eighth of United States economic activity, 
have long been a big contributor. But 
growth in exports slowed to 6.2 percent last 
year, half the 1994 advance.

“This is probably the biggest wild card,” 
William C. Dudley, a senior economist at 
Goldman, Sachs, said. “When the gap is 
widening, it’s a drain on incomes” that has 
a dampening effect similar to a tax in- 
cre^e.

L^gely reflecting a swing in the trade 
accdimt, magnified by statistical deficien- 
cies|poldman, Sachs projects a 1.8 percent 
incr^e in economic growth for the cur- 
rentfeuarter, compared with 4.7 percent in 
the mal three months of 1996.

Trife research department at Merrill 
Lynch said trade was currently having a 
negative impact on the economy and its 
impact would be “neutral at best through 
the rest of 1997.”

Rubin, after publicly supporting a 
strof.ger dollar for months, announced ear-
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her this month that he felt the dollar 
had risen far enough. The latest 
trade deficit figures were unlikely to 
affect that position, analysts said.

The Government tally showed the 
December deficit swelled to nearly 
$10.3 billion from a November total 
that was revised downward to $7.9 
billion, or $500 million less than the 
department initially reported.

Imports of goods and services 
surged to a record $81.7 billion, $1.2 
billion higher than in November, the 
bulk of the increase going for crude 
oil and petroleum products. This re­
flected both greater volumes and 
higher prices, the latter, at least, 
subsequently subsiding.

Exports, which hit a record in No­
vember, eased $1.1 billion, much of 
the decline reflecting lower foreign 
sales of soybeans and com at the end 
of a year when early prospects of 
tight supplies gave way to bountiful 
harvests.

But even as the overall deficit wid- 
f ened by neturly 30 percent in Decem­

ber, there was a narrowing with both 
China and Japan, the sources of 
much of this country’s trade friction.

The gap with China shrank $400 
; million, to $2.6 billion, in December, 

while surging 16.9 percMit for the 
year, to $39.5 billion, or slightly high- 

i er than with Canada and Mexico 
^ combined. The United States buys 
■ more than four times as much from 
. China as it sells there and e:q)orted 

slightly less last year to China than 
to Austredia.

In June, Congress will be called 
upon to extend China’s trading rights 
for another year, a process not now 
expected to prove difficult but that is 

; nevertheless likely to at least be de- 
, ferred until after China’s takeover of 

Hong Kong at midyear.
As for Japan, the American deficit 

edged down a slight $50 million, to 
$4.3 billion, in December but shrank 
mtu-kedly for the year. The 1996 defi- 

! cit was $47.7 billion, or 19.4 percent 
below the 1995 total. This was the 
second consecutive decline, and the 
smallest gap since 1991.

Unlike the aggregate statistics, 
those for individual countries are hot 
adjusted for seasonal variation, nor 
do they include services, which gen­
erally offset a large part of the defi­
cit in merchandise.

The Coalition of Service Industries 
estimated that travel, transporta­
tion, royalties and other services 
generated a United States surplus 
last year equal to about 40 percent of 
this country’s goods deficit with Ja­
pan but only about 2 percent of the 
goods deficit with China.

The overall deficit with Canada 
widened in December by $600 mil­
lion, to $2.3 billion, while the deficit 
with Mexico was halved, to $700 mil­
lion.

For the full year, however, the 
shortfall with Mexico climbed to a 
record $16.2 billion, a development 
seen by critics as a failure of the 
North American Free Trade Agree­
ment and by the Clinton Administra­
tion as temporary fallout from unre-

Imports

DEFICIT
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The New York Times

lated Mexican economic problems, 
including peso devaluation in late 
1994. The devaluation spurred a se­
vere recession, which drastically cut 
the market for American imports.

Michael Strauss, chief economist 
for Sanwa Securities in New York, 
was not bothered by today’s report, 
declaring that the dollar’s strength 
“has not had a dramatic inipact” on 
trade flows and contending that a 
resurgence of exports would risk ex­
cessive demand pressures in this 
country.

But Lawrence Chimerine, manag­
ing director tmd chief economist for 
the Economic Strategy Institute, 
took a dim view of what he called a 
“Itirgely structural” trade deficit 
that is likely to rise another $10 bil­
lion to $15 billion this year.

He said that the deficit with Japan 
had bottomed out, that the gap with 
China was still rising rapidly, that 
European growth remained sluggish 
and that the nation’s oil bill would 
keep rising.

He concluded that 1997 looked 
“awfully bad on trade.”

Slje J^eUf J|<nrk Slmegf
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MEMORANDUM FOR GENE SPERLING
DAN TARULLO 
JIM STEINBERG

0 i S c :i S tv/

FROM:

SUBJECT:

BOB KYLE

Fast Track Meeting

This small Principals meeting on fast track is should begin addressing some of the big issues 
involved in the effort and to bring additional agencies into the process. I recommend we cover 
five topics:

You might begin by letting Charlene update on talks with Congress, labor, business and others.
Ira Shapiro and I have met with staffs from Gingrich and both sides of Wavs & Means and 
Finance. The mood has been highly cooperative, with little posturing. Charlene’s talk with 
Sweeney went well, although AFL staff (Mark Anderson) called Ira on Friday to say that 
Sweeney’s affability toward Charlene’s initial thoughts on labor/environment should not be taken 
as acceptance. At the staff level, it seems AFL is talking to Gephardt and moving more toward a 
harder line. Business reaction to the State of the Union was favorable, with a wait-and-see 
attitude toward labor/environment.

Labor/Environment

Regarding our substantive approach, Charlene is considering a Presidential Statement of 
Intentions regarding labor/environment that would spell out our objectives. Some Administration 
statement (after finding a bipartisan consensus) is probably wise. Earlier efforts to resolve this 

, issue devolved too quickly into a search for statutory language that could mean all things to all 
people. As a result, no compromise ever stuck because parties interpreted the language 
differently. This time, all parties agree we need a more solid understanding of our approach, with 
specific language to follow.

Regardless what vehicle enunciates our policy, there are several issues we should address: 1) our 
position toward future labor/environm^t side agreemSit5;;:;:2) our position toward multilateral 
efforts in the WTO, OECD, etc.; 3) other international efforts that might advance our agenda. 
Charlene seems to want to channel our policy into some type of global effort (category 3). You 
might explore what she has in mind. My sense is that much of this debate will return to our



position toward SiHe'agreement^nd specifically whether we will accept or forswear the use of 
^__.^'ade sanctions to entbrce the^reements.

More fundamentally, we need to develop and articulate a more coherent statement of our policy in 
this area. This could include: If reiteration that labor/environment has long been a bipartisan part 
of our trade policy (e.g., GSP/labor rights); 2) that pressing this agenda can be pro-trade (e.g., 
more equal distribution of worker income creates a more lucrative market); and_ 3) a statement of 
our agenda and what we will not do. You might ask USTR to take a first cut at such a document. 
I can work with them.

/Tacti£^, I support Charlene’s strategy of working quietly at first with all parties (labor, 
business, environmental groups, both parties on the Hill) to develop a consensus. Rather than 
have the Administration then float a proposal (which might simply become a target) we might 
seek an Archer-Rangel compromise. (Charlene hopes this might include Roth-Moynihan too; 
great if you can get it, but difficult). During this process, all parties should keep their rhetoric 

^ muted. You might reiterate that Charlene should be our chief spokesperson on this issue, with 
others simply saying we will work in a bipartisan manner with all parties to find a solution. We 
also need to underscore to lousiness, labor and the Hill to avoid taking hardline public positions.

Other Substantive Issues

You might discuss Hill concerns that future implementing legislation contain only provisions 
“necessary” fnot “necessary and appropriate to implement the trade agreement. Our Till 
discussions reflected general agreement that the legislative process needs some flexibility to 
secure votes, but some limit on dealmaking too. I suggest we agree to this principle, consider any 
ideas Charlene may present, then leave it to be negotiated.

Ir-f

j! You might also consider Congress’ likely request that any future free trade negotiation be subject 
\ to a vote bv the full House and Senate before negotiations start. Currently, the Wavs & Means 

and Finance committees have authority to deny an individual negotiation. Full body envy of this 
privilege is likely to lead to a full body velo. However, this is a substantial concession and we 
should move there only over time. If we do. we can use it to justify less Administration precision 
on what future agreements we will negotiate.

Message/Communications Strategy

USTR has prepared a draft message document (attached), which needs work. You might ask Ira 
and I to work on a redraft. My general sense is we should take a fairly low-key approach to this 
initiative, now that the President has spoken. But we should: 1) have Charlene give a speech 
sounding our themas (which would provide a good document for use by allies); 2) quietly contact 
economic and foreign policy elites to build a base of support; 3) develop good documents (e.g.. 
general message, fact sheets).

Uses of Fast Track



?
The attached document also purports to set forth the agreements we seek, but it is short on 
specifics. It references upcoming GATT negotiations: agriculture (1999), services (2000) and 
intellectual property (2000), and more near-term reviews in many areas. Chile is the only Latin 
country referenced, APEC lists no specific agreements and Russia and Africa are referenced more 
generally as long-term free trade candidates.

You might address several issues. How specific should we be? What other candidates could we 
reference? What regions should we emphasize or not emphasize? Given that Congress may insert 
greater pre-negotiation vetoes, we can afford less specificity but this risks losing business support 
as the bill picks up barnacles. At the least, we need to look carefully at potential candidates 
(Singapore, Australia), then have a better answer about what agreements we favor and what 
criteria we would use to pursue further agreements.

Attachment
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Free Trade Goes South With or Without U.S.
By LARRY ROHTER 

MIAMI, Jan. 5 — Just over two 
years ago, President Clinton 
emerged from a meeting with 33 
Western Hemisphere leaders and 
made an ambitious pledge. By 2005, 
he promised, a “Free Trade Area ol 
the Americas would stretch from 
Alaska to Argentina” and “will be 
the world's largest market.”

Since then harriers to trade and 
investment have indeed begun to ton- 
pie. thanks to the dozens of agree­
ments that Latin American and Ca- 
ribbean countries are signing with 
one another

For its part, though, the United 
States has mostly been sitting on the 

LatinilKnESiRTsidelines, hobble 
American officials and trade experts 
describe as a lack ol will, leadership 
and commitment.

“What we are seeing is the conseV 
quences of two years of drift.” said 
Robert A. Pastor, director of the 
Latin America and Caribbean pro­
grams at the Carter Center in Atlan- 
a. “Every previous administration 

^as hungry for an opportunity like 
this, but Latin America wasn’t ripe 
for it. Now that Latin America is 
genuinely interested, the United
Stat6?^ hf^pn n>it nf frtr^jic ”
produc'^i rtiifencM'electoral poli- 
tics and the Mexican financial crisis, 
has quickly been Idled by countries 
lixe Brazil ana Argentinal 

putting aside their historic ri­
valry. .South Amprira’t; fwn giantg 
have 'aggressively taken the lead hv 
forging a four-nation market called 
Mercosur — a Spanish contraction of 

‘Common Market of the South — with 
more than 240 million people, a total 
annual output of $T trillion and a 
definition of free"^trade somewhat 
different from Washington’s,

Already the world’s fourth-largest 
unified market. Mercosur is deep in 
negotiations with the European 
Union and with neighboring groups 
in Latin America.
' In addition, the Prime Ministers of 

Japan and China'ahd the President 
ot South Korea have all made~state 
visFts to Latin America in the last 
few months, looking tor opportunities 
in an area they long viewed as a 
United States preserve. Taiwan’s 
Prime Minister is scheduled to do the 
same soon.

“What is in fact in the making is a 
South American Free Trade Area,” 
said Marcos Rodriguez Mendoza, a 
Venezuelan economist who is the 
chief trade adviser to the Organiza­
tion of American States. F.rnnom|r. 
integration is hernminp a “reality” 
he said, with or without Washington.

In Central America and the Carib­
bean, a similar process is under way, 
driven largely by the Clinton Admin­
istration's failure to keep its'promise 
to extend to those regions the bene- 
fits enjoyed hv Mevirn and Canada 
Washington’s partners in the North 
American Free Trade Agreement.

As a result of Washington’s inac­
tion, the regional groups to which 
those small countries belong are now 
seeking agreements of their own 
with Canada and Mexico, as well as 
with Mercosur, the European Union 
and East Asia.

“I think everybody in the hemi­
sphere is keeping all oniions opdn.” 
said Richard Bernal, Jamaica’s Am­
bassador to the United States and 
chairman of the working group for 
small nations set up at the Miami 
meeting. "While the United States is 
the main trade partner, if Nafta does 
not look like it’s going to permit 
accession in the foreseeable future, 
then countries have to keep other 
Countries in miild. Including lela- 
tions outside the hemisphere.” ' 

Even ct eUisuiy glaiico" tit trade 
figures reveais that Washington’s 
economic^take-in-LauiL American 
and.-ttT6 Cari^£^4h^aaLc^l^ow- 

ket”f^ Amer-ic.^ expoftS?^ 
^ormous. United States^c^e with^ 
in the Western Hemisphei^is not 
only much larger than trade with 
Llirope or Asiarbut consistently'reg- 

LS a surplus that helps~offS'

.deals with Latin Arrierica said the 
Clinton Administration viewed the

spread ol regional agreements that 
excluded Washington not as a chal­
lenge to American leadership but as 
sometmng tnat^an be very helpful 
to the Free TrcW? Area nf the Ameri­
cas process.”

*When Latin American nations link 
up among themselves, he added, “it 
makes it easier for them to go the 
last step,” when the time comgS to 
deal with the united iltate^

“Frankly,” the official continued, 
“we would be doing that ourselves if 
we had the authority. We are not as 
far along in the process as we would 
like to have been.”

Chile, which has emerged from 
military dictatorship to have the 
fastest-growing economy in Latin 
America, provides perhaps the best 
example ol United States disengage­
ment and the resulting shifts in eco­
nomic strategy.

At the 1994 Summit of the Ameri­
cas meeting here in Miami, the lead­
ers of the three Nafta countries an­
nounced plans to expand their group 
to include Chile through a “fast

W. Aronson, who was Assistant Sec­
retary of State for Inter-American 
Affairs during the Bush Administra­
tion. “After a while, to maintain your 
own dignity, you take oil the wedding 
dress and go tind anotTier boy­
friend ’L

With Mr. Clinton about to begin a 
second term, the next few months 
will be crucial to bringing the United 
States back into the process, govern­
ment officials and economists 
throughout the hemisphere said. 
“We can no longer postpone taking 
decisions on certain important 
things,” said Ambassador Bernai of

Latin American and 

Caribbean countries 

are forming trade 

blocs on their own.

track” process, with that country’s 
President, Eduardo Frei Ruiz-Tagle, 
looking on.

"We have been the Three Ami­
gos,” Prime Minister Jean Chretien 
of Canada proclaimed. ‘_;Now we wili 
be the Four Amigos.”

But a week later, the Mexican peso 
collapseQ. mat lorcea . tne" United 
States into a controversial bailout of 
its Nafta partner and made fast- 
track membership for Chile political­
ly unpalatable. Then the American 
election cycle began, killing any 
chance for bold measures on trade.

In response to what it perceived as 
America’s lack of interest, Chile has 
negotiated a free trade agreement 
with Mercosur arid .revived its ties 
with the five-member Andean Pact, 
which this fall began separate talks 
with Mercosur. Chile recently signed 
a free trade agreement with Canada 
to supplement a similar accord it has 
with Mexico; which had already 
reached free trade agreements with 
Colombia and Venezuela.

“The Chileans have been kept 
standing at the church, waiting for 
the groom to arrive, said Bernard

Jamaica.
Latin American and Caribbean 

countries will be looking, their lead­
ers make clear, for evidence of 
American commitment to reviving 
the fast-track process, either in the 
President’s State of the Union Ad­
dress or when President Frei visits 
the United States in late February.

“If you say no to Chile, you have 
said no to free trade,” said the For­
eign Minister of one medium-sized 
Latin American country. “It is a 
litmus test.” The 2005 deadline re­
mains attainable, the official added, 
“that is, if you are still interested.”

At a conference in Miami on 
Thursday, Thomas F. McLarty, the 
former White House chief of staff 
who is Mr. Clinton’s point man on 
Latin American issues, said the Ad­
ministration remained committed to 
free trade and would "continue to lay 
the legal and economic framework 
for Chile’s accession to Nafta, includ­
ing fast-track”

If the hemisphere fails to build on 
the principles of the Miami confer­
ence, he said, “we may lose this 
moment forever.’^

But Foreign Minister Jose Miguel 
insulza of Chile said membership in 
Nafta no longer “has either the ur­
gency or the importance it had in 
1994.” Over the last two years, he 
'35363, “bur country’s position^has 
consolidated internationally anB we 
have signed agreements of great 
scope.’’.
'AS a result, government officials 

and trade analysts say, it is more 
likely that negotiations will take 
place between two or more blocs or 
regions man that Latin American 
countries will come hat in hand, one 
after another, asking permission to 
join Nafta.

One indication of Latin America’s 
growing confidence came recently 
when President Carlos Saul Menem 
of Argentina jokingly said before 
headinp off for a visit to Wa.shington 
that if the United States and its Nafta 
partners wished to join Wercosur, 
tHey would be welcome to do so.

A COURSE AT THE .SCHOOL OF PRACTICAL PHILOSOPHY

Enjoy ten evenings of conversation, in the Socralic style 
examining timeless questions and current conditions.

Hear and discuss what some of the great figures of Western civiliza­
tion have said about viitue and Justice. The course encourages ques­
tioning how these fine principles may be known and experienced in 
practice.

THE FOLLOWING TOPICS ARE IN C L U P E D:

♦ Plato on what moves us: reason, spirit, and appetite

♦ Plato on the four virtues: wisdom, courage, temperance, and Justice

♦ Sir William Blackslone on goodness, wisdom, and power - the basis 
for the three branches of goveinment

♦ Law: a rule of action.
Levels of law: justice, natural law, maii-irtade law, slalislical law

The Winter Term begins Monday, January 13, 1997.

Class meelR on Mondays, 7:00-9:15 p.in. Tiiilioti is SlOO ($50 for full-.lime slu- 
dents). Enroll by phone with your MCA'isa, or 45 minutes prim to the first cluss.

The School of Practical Philosophy

12 East 79lh Streel, N.Y., N.Y. 10021 
Tel. (212) 744-0764

The School of Praclicnl t’i .losojihy is charlered by ihc Renenls of llie Uiiivereily of llic Sfnie of New Yofk.

photocopy
preservation



6-L

/\cc,L,G ^ ^7/2

/ \! j '-^t ^ U,

cu. U
c c^/.

~hr^ 7



—' THE WHITE HOUSE 
WASH INGTON

/7--C

i/J-i SSc<-<- ^ si C 5* S'Jxy^s / I
\H~/>!-rX / ^ />C- 3^i^‘

^‘■■" 7 ^ /<: AC ^ A 3^

'JXi. ^ S(-i'-^:> P^ sL

1

( /^c ,,X

(^tl^(nj> •/? O y^Bi.

^ ^ ^ / fB p Av'

/ /W5.

et^ ^U,~J J yu

' ^ 4

/ TacJU ! Po^:>^

/ 7^

^ '—'^^'PPj '-j iP~''p~2^(Xy y-



G {p>

Dole this a.m. Dole, asked by NBC's Myers if he could imagine 
taking a job or assignment in the administration; "If the 
President of the United States asked me to do something, say some 
foreign policy or to help in some way, you know I'd certainly 
look at it very seriously, if he did it in a non-partisan, non­
political, genuine effort." Asked if he'll do any more 
commercials: "I don't know. I mean, I'm sitting by the phone 
waiting for the Maytag call." Asked about a possible run by 
Elizabeth in 2000; "She might. ... I'd like to see her do what 
she thinks she can do to make a difference" ("Today," 2/3).

WHITMAN: Appearing on NBC's "Meet the Press," NJ Gov.
Christine Whitman was asked if she'd be open to running for nat' 5‘itw 
office in 2000: "I don't have that burning in my gut. I want to 
be governor, . . . and that's where my focus is, and I intend to Cv C U 
serve my entire term" (2/2) . S''

WH 2000 (D): AFL-CIO CONFERENCE LOOMS LARGE FOR GEPHARDT
TIME'S Carney writes the race for the Dem 2000 nomination 

"begins next week," when the AFL-CIO gathers for its annual 
conference. "The featured entertainment: back-to back speeches" 
on 2/18 by VP Gore and House Min. Leader Dick Gephardt.
"Already, tension" between the WH and Hill Perns, "and Gore and 
Gephardt especially, is infecting" Pres. Clinton's second term.
"Certain to be a central topic" at the conference is Clinton's 
offer to curb Medicare spending by $14B more than he proposed 
last winter. Gore "will have to defend the larger cut." But 
Gephardt "can say the White House is giving away too much." Last 
week, WH CoS Erskine Bowles called and apologized to both 
Gephardt and Senate Min. Leader Tom Daschle "for failing to 
consult them" on either the Medicare plan or Clinton's choice of 
CO Gov. Roy Romer as the new DNC chair. Bowles "promised he 
would meet with them regularly from now on. But no amount of 
cajoling" from the WH "will keep Gephardt from laying more 

/groundwork" for a pres. run. "Just days before" the AFL-CIO \/conference Gephardt plans to visit Mexico to highlight, according \ 
to an aide, "the unmet promise of NAFTA." Gephardt has also—- *7 )
hired a new deputy CoS, David Plouffe, who has "extensive^^JA^

•experience. And Gephardt is "doing what all would-be 
presidential contenders must do these days: he's writing a book"
(2/10 issue).

BRADLEY: Bob Novak reports ex-Sen. Bill Bradley (NJ) "has
been turning up" in lA lately, "giving the impression" that his 
retirement from the Senate "by no means extinguishes his 
presidential ambitions." Also visiting lA "recently" was 
Gephardt. A "no-show" so far in lA: Sen. Chris Dodd (CT)
(CHICAGO SUN-TIMES, 2/2).

GORE: Appearing on NBC's "Meet the Press," NH Gov. Jeanne 
Shaheen (D) was asked if VP Gore had any opposition for the Dem 
nomination: "It's way too early to look at 2000. ... Anything can
happen in a campaign. I'm the perfect example of that."
Shaheen, asked if she supports Gore: "I certainly support all the 
help the vice president's given New Hampshire, as I support the 
help that Dick Gephardt and all the other people have given."
Then she added, "I still have to run for re-election before 2000"
(2/2). In a profile on the UN Ambassador-designate, NEWSWEEK's 
Bogert writes that DC friends of Bill Richardson "think he may 
have other posts in mind: secretary of state, say, or even Al 
Gore's running mate in 2000" (2/10 issue).
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(jingrich pledges 

to help Clinton 

broaden NAFTA
He also supports 

paying UN. dues
By Andrew J. Glass
cox NEWS SERVICE

DAVOS, Switzerland — House 
Speaker Newt Gingrich defended 
U.S. foreign policy yesterday be­
fore an international audience and 
pledged to pave the way for Pres­
ident Clinton to expand trade with 
Latin America.

Speaking to the World Economic 
Forum, an elite group of business 
leaders, Mr. Gingrich said the Re­
publican hierarchy in the House 
would work as a team with the 
Clinton White House to grant the 
president “fast track” authority to 
broaden the 1993 North American 
Free TVade Agreement (NAFTA) 
with Mexico and Canada to include 
other Latin nations, notably Chile.

If enacted, the legislation would 
allow Mr. Clinton to send Congress 
a new trade package, which would 
then either be adopted or rejected 
— but not amended in any way.

“We’ll probably pass it before 
rMr. Cimionl goes to soufn Amer- 
ica,” Mr. Gingrich said.

A date for Mr7 Clinton’s trip to 
Latin America has not been set, 
though administration officials 
have said it likely will be made this 
year..

The Georgia Republican also 
backed Mr. Clinton’s effort to make 
up the more than $1 billion the 
United States owes the United Na­
tions. Speaking of new U.N. 
Secretary-General Kofi Annan, 
Mr. Gingrich said, “He’ll probably 
get the money he’s insisting upon 
and we’ll get the reforms we’re in­
sisting upon.”

Congress has held up payment 
of the money until the United Na­
tions slashes its spending and re­
duces the size of its bureaucracy.

While Mr. Gingrich spoke favor­
ably of U.S. policy in such areas as 
Cuba, Iraq and Iran, his fellow 
panelist. Sen. John Ke^, Massa­
chusetts Democrat, criticized the 
Clinton administration’s policy to­
ward China, calling it “simply non­
sense.”

“You have to balance all the in­
terests,” Mr. Kerry said. “Our al­
lies have been all too ready to let 
the United States be tough [toward 
China] while they hold our coat 
and get the contracts.”

The Gingrich-Kerry dialogue — 
it was in no way a debate — was 
billed on the program at this Swiss 
Alpine resort as “Tbward a New 
American Era? What Can the
World Expect frojn the USA?”

As Mr. Gingrich nodded in as­
sent, and the chief executives from 
a score of nations took notes, Mr. 
Kerry said: “We actually agree on 
a lot more than most people imag­
ine. I think you can throw away all 
the rules. The old labels on the left 
and right don’t work anymore.” 

Mr. Gingrich spoke up for the 
U.S. trade embargo against Cuba 
and favored taking a tough stance 
toward both Iraq and Iran..

He was promptly challenged by 
Mohammed Larijani, vice presi­
dent of Iran’s Foreign Relations 
Commission, who said, “Amer­
icans want to exert their power ev­
erywhere in the world.”

Mr. Gingrich shot back that 
Iran’s sponsorship of terrorism 
was “broadly accepted.” When Mr. 
Larijani, who is also a member of 
the Iranian parliament, sought to 
continue the exchange, several 
members of the audience told him 
to sit down while others applauded 
Mr. Gingrich.

Mr. Gingrich and his wife, Mari­
anne, planned to spend four days 
at the forum, leaving today, a day 
before it concludes, so that the 
speaker could return for Mr. Clin­
ton’s State of the Union address to­
morrow night.

In brilliant sunshine, the Gin­
griches also spent part of the day 
going for a sleigh ride and riding 
in cable cars and ski lifts through 
the snow-covered mountains, 
which rise above 14,000 feet.

Distributed by the New York Times 
News Service
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Commerce, Energy likely GOP targets
Lack of popular programs, scent of scandal leaves them most vulnerable
By Nancy E. Roman
THE WASHINGTON TIMES

Republicans in both houses have 
given up their zealous efforts dur­
ing the last Congress to eliminate 
four Cabinet agencies, but they 
plan to mount a scaled-back attack 
on the two departments they find 
most expendable: Commerce and 
Energy.

Some will propose killing the de­
partments outright, while others 
plan to try to cut the amount of 
money allocated to the agencies. 
The latter group hopes that killing 
off bits of the departments will 
prove fatal to the departments 
themselves.

“You’re going to see us focus on 
Energy and Commerce,” said Rep. 
Joe Scarborough, Florida Republi­
can and co-chairman of the New 
Federalists, the group of freshmen 
who launched the attack on the de­
partments of Education, Housing 
and Urban Development, Com­
merce, and Energy.

The attack has already begun. 
Sen. Rod Grams, Minnesota Re­
publican, recently challenged the 
nominee for energy secretary 
Federico F. Pena, to defend his 
prospective agency.

“The department has become a 
patchwork quilt of government ini­
tiatives haphazardly stitched to­
gether — lacking any theme,” he 
said during Mr. Pena’s confirma­
tion hearing. The first-term sen­
ator has introduced a bill that 
eliminates the department, which 
he says has not fulfilled its mission 
and wastes taxpayer money.

Michele Davis, spokeswoman 
for House M^ority Leader Dick

ais

Sen. Rod Grams

Armey, said that while Republi­
cans remain passionate about 
downsizing government, they are 
more .realistic about the political 
realities of eliminating entire 
agencies.

“We can sit in Washington and 
see the wasteful bureaucracj', but 
when you are talking about elimi­
nating an entire agency, you’ve got 
to explain it,” she said.

She said they learned the hard 
way about the public relations 
problems of going after the Educa­
tion Department, which delivers 
student loans and Head Start, and 
HUD, which delivers housing to 
the poor.

Commerce and Energy are 
more attractive targets. The ser­
vices they provide do not appeal as

Federico F. Pena

much to raw political emotion. 
They are also viewed as more vul­
nerable because they have been 
sullied by scandal. The Depart­
ment of Energy was run by Hazel 
R. O’Leary, who came under fire 
for misusing her travel budget.
_ The Commerce Department has 
been under a cloud since Secre­
tary Ronald H. Brown, before his 
death in a plane crash last April, 
was accused of misusing trade 
missions to reward the Democrats’ 
big corporate donors. It remains in 
the news today as illegal and ques­
tionable fund-raising by President 
Clinton and the Democratic Na­
tional Committee involve a former 
top-level department employee.

But asked whether any agency 
was likely to be eliminated during

the 105th Congress, Miss Davis 
said;

“Probably not this year, and it is 
hard to look past this year.”

The Energy Department was es­
tablished in the 1970s to develop 
alternative energy sources so that 
the country would not be so depen­
dent on foreign oil. Since then, 
however, the United States has 
gone from importing 35 percent of 
Its oil to importing 66 percent of it.

Mr. Grams said his bill would 
save taxpayers $19 billion to $23 
billion over five years, and $5 bil­
lion to $7 billion every year after 
that, by shifting the department’s 
core responsibilities to other parts 
of government and eliminating 
overhead.

But some conservative Republi­
cans are not optimistic about his 
approach.

For now, pragmatists in the 
House believe the first step in the I 
goal of eliminating Commerce and ' 
Energy may be to rid them of some 
of their functions.

^3sich, chairman 
of the Budget Committee, has been

to singleout $11 billion in corporate welfare 
he believes the country could live 
without. In the next five years, the 
coalition wants to eliminate from 
the targeted departments: 

•Pyro-reprocessing of nuclear 
fuel, saving $100 million.

• Fossil, coal, oil and gas re­
search, $1.37 billion.

• The clean-coal technology 
program, $500 million.



Latin 

trade is 

focus of 

new push
Gingrich backs 

‘fast-track’ effort

“Fast track must be done on our
terms,” said a Gingrich aide.
“There’s concer n that lit I norpe
loaded down wit 1 a lot of domestic

V

social issues..
• Administration officials said the 
debate is still very 
are committed to labor and envi­
ronmental concerns as they relate 
to traae.' •• vye'r^not abandoning those is- 
sues. Those are imnnrtant <^n- 
cerns where we feel we’ve made 
sonie progress.” said Jav Ziegler, a 
spokesman at the U.S. Tfade Rep-

see TRADE, page A20

TRADE
By Lorraine Woellert
THE WASHINGTON TIMES

After having benched itself for 
more than two years, the United 
States is again poised to jump into 
the free-trade arena with a bill that 
would give the White House new 
authority to negotiate market­
opening deals throughout the 
hemisphere.

The legislation, expected to fo­
cus on opening up Latin Americeui 
markets with Chile as a stepping- 
stone, looms as the first msgor test 
of support for free trade in the new 
Congress. A huge contingent of 
legislators weren’t even around for 
the bitter fights over the North 
American Free Ibade Agreement 
(NAFTA) in 1993 or the General 
Agreement on Thriffs and 'Ibade 
(GATT) a year later, and many of 
the new Republican lawmakers 
are much more suspicious of the 
benefits of open trade.

Speaking at an international 
economic forum in. Switzerland 
over the weekend. House Speaker 
Newt Gingrich, Georgia Republi­
can, said GOP leaders want to 
work with President Clinton to 
give him “fast-track” authority to 
negotiate new trade deals — an 
authority that largely lapsed soon 
after the GATT deal was struck.

A bill to do just that could be 
introduced as soon as next month, 
with the House taking the lead and 
the Senate, traditionally more, 
amenable to open trade, followingl 
suit.

Mr. Gingrich’s pledge, however, 
doesn’t mean the speaker has sof­
tened on sticking points in the leg­
islation, such as labor standards 
and environmental issues.

From page A1 
resentative’s Office.

And the fast-track debate itself 
might not be on a fast track, at least 
in the Senate. With the debate on 
the balanced-budget amendment 
looming and the president’s State 
of the Union speech scheduled for 
tonight, “it’s not even on the radar 
screen” for the Senate agenda, said 
an aide to Senate M^ority Leader 
Tbent Lott, Mississippi Republi­
can.Despite the lingering disagree­
ment, fast-track legislation seems 
to have staying power this year. 
But the new-found momentum 
might be too little, too late for the 
United States, which has watched 
idly as Latin American nations ne­
gotiated free-trade pacts among 
themselves and with other eco­
nomic blocs around the world.

Chile, whose 2-year-old bid to 
join the United States, Mexico and 
Canada in NAFTA fell victim to 
partisan politics and bad timing, 
has since staked out free-trade 
deals with Mexico, Canada, and 
the emerging South American 
free-trade bloc that includes Ar­
gentina, Brazil, Paraguay and 
Uruguay.

“We’re kind of playing catch-up, 
and"whether we actually catch~up 
I don’t know,” said Gary Hufbauer, 
a senior fellow at the' Institute t6r 
International Economics. “Clearly 
the momentum is in Latin Amer­
ica.”

Under the fast-track process. 
Congress would agree to a simple 
up-or-down vote on trade deals 
with no amendments permitted. 
The rationale for such an approach 
is that no country would be willing 
to negotiate with the United States 
if Congress were free to change the 
agreement after the negotiations 
have concluded.

The process has been used for 
every m^or piece of trade legisla­
tion considered by Congress since 
World War II. The administration 
used the last of its fast-track 
authority most recently to close an 
international accord to phase out 
import taxes on computers, soft­
ware and telecommunications 
equipment by the year 2000.

But the Clinton administration 
and GOP congressional leaders 
have been at odds for more than 
two years over administration at­
tempts to include environmental 
and labor standards in future free- 
trade deals, an approach opposed 
by U.S. businesses and many devel­
oping countries.

That standoff could have long- 
term ramifir.atinns. U.S. brands 
are popular in Latin America and 
Spanish-sneaking Americans have 
strong ties to the region, making 
U.S. companies natural economic 
jowerhouses in the region. But 
ack of trade agreements has hurt 

U.S. market access.
The policy of drift has wnrkpid 

against the United States in other 
ways. Now that Chile, for example, 
has signed agreements with oUier 
countries, it’s more difficult for the 
United States to make demands 
that could adversely affect those 
pacts.
■" “Right now we’re in a - period 
where the Latin American.«; are 
coming to us. Four years from now 
ifll oe tne reverse." Mr. Hutbauer 
said.

TUESDAY, FEBRUARY 4, 1997
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The White House, under pres­
sure from the governors of Mary­
land and Virginia, won’t support a 
D.C. commuter tax on suburban­
ites but is considering funding 
more of the two-span, 12-lane 
Woodrow Wilson Bridge replace­
ment.

“The commuter tax won’t pass 
^ the Hill, so why should we get 

involved? We won’t. It’s dead,’’^ 
senior administration official said 
of a tax pushed by Andrew F. 
Brimmer, chairman of the D.C. fi­
nancial control board, and Senate 
Minority Leader Tbm Daschle, 
South Dakota Democrat.

Mr. Brimmer said the tax is 
needed because the District will
lose its annual $660 milhon federal 
payment if President Clinton wins 
congressional approval of his $3.9 
billion bailout plan.

Mr. Brimmer was not available 
for comment yesterday.

A tax on Maryland and Virginia 
residents who work in the District 
faces opposition in the House and

QJ

I
I

Senate committees that oversee 
the city’s budget.

In an unexpected move — and a 
rare show of unity — Maryland 
Gov. Parris N. Glendening and Vir­
ginia Gov. George F. AUen used a

seeTAX, pag^A12

TAX ~From pageAl

series of National Governors’ As- 
I sociation meetings with Mr. Clin­
ton yesterday and Sunday to make 
the case for suburbanites.

Mr. Allen, a Republican, called 
a commuter tax, which would need 
congressional approval, “very ter­
rible ... a ludicrous idea.” He said 
the tax would force D.C. compa­
nies to pay suburbanites more and 
would scare away new businesses.

“We agree,” said Mr. Glenden­
ing, a Democrat and former 
county executive in Prince 
George’s. “I am very much op­
posed to the commuter tax.”

The two governors said they will 
press their congressional del­
egations to fight the tax and to seek 
greater federal funding of the Wil­
son Bridge project.

“It will be nice to fight for some­
thing instead of against it,” Mr. 
Glendening, drawing laughter 
from Mr. Allen. The two discussed 
their fight for suburbanites after 
joining the nation’s other gover­
nors at a morning White House 
meeting with the president.

The administration has pledged 
to spend $400 million on file Wil­
son Bridge project, but the cost is

expected to be $1.5 billion.
Lawmakers such as Reps. Al­

bert R. Wynn, Maryland Demo­
crat, and James P. Moran, Virginia 
Democrat, have demanded that 
the federal government pay 90 
percent of the cost, or $1.35 billion.

The 'fi'ansportation Department 
has balked and failed to meet a 
deadline late last year to provide 
Congress with its final funding 
recommendations.

Administration officials said the 
Office of Management and Budget 
opposes spending the extra money 
even though the bridge is the only 
one of its kind fully owned by the 
federal government.

But new 'li’ansportation Secre­
tary Rodney E. Slater has indi­
cated in discussions with the gov­
ernors and local lawmakers that he 
is open to more federal funding for 
the project.

The Wilson Bridge, which car­
ries the Capital Beltway across the 
Potomac, is used heavily by travel­
ers and truckers as well as com­
muters.

It has been cited as one of the 
most dangerous bridges in the na­
tion and is not expected to last 
more than another eight years. “It 
is a ticking transportation time 
bomb,” said Lon Anderson, a 
spokesman for the local branch of
the American Automobile Associ­
ation.

The two governors pressed Mr. 
Slater on Sunday during the Na­
tional Governors’ Association’s an­
nual meeting and during dinner at 
the White House. They also made 
their case for the bridge funding 
directly to Budget Director Frank­
lin Raines.

Mr. Glendening and Mr. Allen 
said they would accept 80 percent 
federal ftmding, but anything less 
would strain state budgets.

“If they own it, they ought to pay 
for it,” said Mr. Allen, who opposes 
putting tolls on the bridge.

Mr. Glendening said that forcing 
Maryland and Virginia to pay for 
the bulk of the new spans would 
amount to a double tax on their 
residents, who already pay the fed­
eral gasoline tax.

“Why should our citizens have to 
pay twice?” Mr. Glendening said.

The Maryland governor joked 
that while Mr. Clinton was cam­
paigning on a plan to “build a 
bridge to the future,” he has “been 
more practical about our bridge 
fi*om state to state.”

Mr. Anderson said, “The admin­
istration shouldn’t be so worried 
about building a bridge to the new 
millennium as it is about building 
a bridge over the Potomac River.”

Stones
TUESDAY, FEBRUARY 4,1997
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Senate panel: Barshefsky 

on fast track to approval
By Lorraine Woellert
THE WASHINGTON TIMES TRADE

Senate Finance Committee mem­
bers yesterday assured Charjene Bar­
shefsky of her near-certain confirma­
tion as U.S. trade representative and 
called for the repeal of a law *at could 
have tripped up her nomination.

In a cordial hearing that lasted about 
two hours, Mrs. Barshefsky pushed fte 
need for n^otiating authority to gring 
Chile into the North Americai^ree 
TVarie Agreement and criticized Chi­
na’s progress toward lowering trade 
barriers.

Mrs. Barshefsky said her tenure as 
acting U.S. trade representative since 
Mickey Kantor left the post to lead the 

“Commerce Department a year ago had 
given her a taste for the job.

“I relish the challenges of this job 
and tne battles," said Mri>. Barshefsky, 
who was accompanied by her husband, 
daughters and other family members.

In another pending confirmation, 
the Senate Commerce Committee 
voted 15-1 yesterday to recommend the 
nomination of Chicago lawyer William 
M. Daley to be secretary of commerce. 
Only Sen. Sam Brownback, Kansas Re­
publican, voted no, saying Mr. Daley 
has shown insufficient commitment to 
reducing the department and cutting 
government subsidies to business.

Mrs. Barshefsky drew a warm re-
see TRADE, page B12

From page B7
ception from the panel, whose 
members praised her for her 
toughness and tenacity and at­
tacked a law that briefly had com­
plicated her confirmation.

That law, a 1995 amendment to 
the Tbade Act of 1974, prevents 
anyone who has aided a foreign 
government on a trade issue 
against the United States from 
holding a top position at the office 
of U.S. trade representative.

Mrs. Barshefksy, as a lawyer 
with Steptoe & Johnson, had done 
work for iJigjQuebec government 
and Canadian lumber interests be­
fore joining the office in 1993.

“The total time spent by me rep­
resented approximately eight- 
tenths of 1 percent of my legal 

i practice,” Mrs. Barshefsky said.
i Committee Chairman William V.
! Roth, Delaware Republican, said 
the law would be waived to allow 
her nomination. He was supported 
by the rest of the panel.

“It’s ridiculous to put you 
through a waiver," ^d Sem Orrin 
Watrh^ titan Keoublican. “I know 
that you’re loval to this country.” 
“Sen. John Chatee, Khode Island 

Republican, called the 1995 law 
“draconian” and Sen. Phil Gramm, 
Tfexas Republican, called for its re­
peal.Mrs. Barshefsky, 46, empha­
sized the importance of free trade 
in dtrera of global economics and 
listed r.hile’s NAFTA ascension, a 
global telecommumcations agree- 
itteiit ahd China's aJlttisamn to the 
World Tirade Organization as top 
priorities.

China, she said, is not yet ready 
to join the 124-nation WTO, nor has 
it earned permanent trading 
rights, known as most-favored- 
nation status, from the United 
States.“It is, in all likelihood, prema 
ture to seek permanent MFN sta-

barshIfIky
Nominee for U.S. trade 
representative
Bom: Aug. 11.1950, Chicago
Education: B.A., University of 
Wisconsin, 1972; J.D., Catholic 
University Columbus School of 
Law, 1975
Family: Husband, Edward B. 
Cohen; two daughters

deputy U.S. trade 
representative, 1993-1996; 
acting U.S. trade 
representative, 1996
----------------------- The Washington Times

tus for China, inasmuch as we’re in 
the process now of negotiating 
with rhina for WTO accession, 
she said.'’T5nlhe other hand, the 
administration is looking at the 
question of this yearly annual 
debate, which, as you know, is cor­
rosive.”She also stressed the need for 
lawtfiakers to grant the admmis- 
tratjoirtherightlxrflgeotiate trade 
deals withoursu6je^ng_them to
coneressionaXamendirients.
'=«irfHiTJnited States cannot ne­

gotiate comprehensive agree­
ments with countries, we will re­
main on the sidelines while other 
nations move ahead, as they al­
ready have, to create new eco­
nomic alliances and advance their 
own economic interests, often to 
the detriment of the U.S.,” she said.

But the administration’s goal to 
indude environmemal and labor 
provisions in that iiegOClating 
authority won't get a warm wel- 
r/rme from Confess, M_e. Koth
wamet

^.j«s Tongas fas^Fackj£iipu~i,4y 
bTw and to environniCTtal gues-; 

tiohSf mat maxes it very lULoult; 
ifnbt impossible, tp^t through,/ 
"MU'. Roth saitT ^



Kemp 

makes 

moves for 2000
GOP not certain 

to support him
By Ralph Z. Hallow
THE WASHINGTON TIMES _____________

Jack Kemp is laying the ground­
work to run for the Republican 
presidential nomination in 2000, 
but some of his supporters worry 
that even this early might be too 
late for Bob Dole’s always-smiling 
running mate of last year.

Throughout his quarter-century 
in politics as a congressman, Cabi­
net secretary and think-tank den­
izen, Mr. Kemp played Moses to 
the tribe of supply-siders — “Mr. 
Thx Cut” to his friends — and the 
leader of happy-face “progressive 
conservatism” in the RepubUcan 
Party.

But, to the consternation of his 
legions of supporters around the 
country, he passed up chances to 
run for the US. Senate, governor of 
New York, and, in 1992 and 1996, 
president.

He failed to win the GOP pres­
idential nomination in 1988, but 
that campaign only left his disci­
ples hungering all the more to be 
able to address him as “President 
Jack.”

He may try to give them that 
opportunity. “The paperwork on a 
multicandidate PAC should be 
completed by the first half of next 
month,” Kemp aide Christian 
Pinkston said. “The PAC will fund 
Jack’s political activities, and the 
lion’s share for the next two years 
will be go to campaign and do 
fund-raisers for House, Senate and 
gubernatorial candidates.”

The idea is to collect chits for a 
run for the GOP presidential nomi-

~Some conservatives express 
concerns that Mr. Kemp’s reluc­
tance to address such social issues 
as race and sex quotas and prefer­
ences, “race norming” in school 
and job testing, immigration lim­
its, crime, and drugs would make 
it hard to distinguish him from a 
Democratic candidate.

“Jack has some hurdles to over­
come,” said Tbm Pauken, the con­
servative Tfexas GOP chairman. 
“He’s got to show that he can get 
the support of traditional-values 
conservatives and has the disci­
pline to run a presidential cam- 

; paign and stay on message. Did he 
do that in ’96? He was a good sol­
dier who did what the Dole team 
asked him to do.” ^

“Is Jack a credible candidate? 
said Steve Forbes, the magazine 
publisher who sought the 1996 
GOP presidential nomination and 
is preparing to run in 2000.

“If he wants to be, he can be,
Mr. Forbes said. “Others have told i 
me that the perception is Jack 
didn’t do well in the debate with 
Gore, but Clinton survived a disas­
trous speech at the Democratic 
convention in 1988.”

David Carmen, a GOP activist, 
agreed. “Without a doubt. Jack was 
the brightest spot in the ’96 cam­
paign, and if he wants the nomina­
tion in 2000, it will be his.”

Quineta Wylie of Oklahoma, one 
of the most conservative state 
chairmen in the GOP, isn’t so sure. 
“Forbes is a strong contender, and 
Kemp is also a contender, but I’m 
not sure how strong,” she said. “He 
needs to show he can deal with 
some of the social issues.”

Mr. Forbes has set out method­
ically to build relationships with 
influential Republicans and con­
servatives, something he did not 
have time to do last year.

Mike Duncan, a Republican Na­
tional Committee member from 
Kentucky, doesn’t think it’s too late 
for Mr. Kemp. “He wiU have to 
work harder. ... He’ll have more 
people to convince that he has the 
fire in the belly to make the long 
race,” Mr. Duncan said.

Ohio GOP Chairman Bob Ben­
nett said: “Jack was a team player 
in ’96 and generally is still popular
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Kristen E. Panerali 
02/06/97 02:55:58 PM

Record Type: Record

To: See the distribution list at the bottom of this message
cc: cmccarthy @ ustr.gov @ INET @ LNGTWY, Elisa Millsap/WHO/EOP
Subject: NEC Principals -Fast Track

Dan Tarullo will chair a NEC Principles on Fast Track on Monday, 2/10 at 10:30 in room 231. 
Invitees only, no substitutes. Please confirm attendance w/me. thanks, kp

Invitees include:
Ambassador Barshefsky 
John Hilley 
Secretary Rubin 
Secretary Daley 
Jim Steinberg 
Don Baer 
M. McClarty 
Doug Sosnick 
Gene Sperling 
Rahm Emmanuel
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PANERALI_K @ A1
01/24/97 04:46:00 PM

Record Type: Record

To: See the distribution list at the bottom of this message

cc:
Subject: fast track

Dan Tarullo and John Hilley will hold a meeting on fast track in Dan's office 
(rm 231 OEOB) at 4 pm on Monday 1/27.
Invitees only:
Hilley
Barshfsky
Steinberg
Baer
McLarty
Sosnick
Sperling

Message Sent To:

Elisa Millsap 
Kevin Moran 
Molly Varney 
Daniel E. Bernal
GREEN_MG @ A1@CD@LNGTWY 
cchernish @ ustr.gov@INET@LNGTWY 
cmccarthy @ ustr.gov@INET@LNGTWY

)h ^ Ly / ^^UaU-^

p- J L 7^ UJ TV.i . fl CLL^ 0-~ /?<^

7t^;

/

?y-<- , Kj iy- I' 

p ut - Ar~c

~j <

/3/11- ^

Da tz

/E -V‘ f / Cr '

J -/tl . /^..£.-u^

Pa •>'' / 5 ' j
CcJ.p1T d-oci U^f J"

>Vf-/ / /Vu 7 /V^YtUt c



2) /V_/' (

f\J OT J'/Vi , V"j L/i

/^ C J~i- u — Uj ,\ I T .-j^ ^ A (4-f-i J'Ci L,

U - ^-c.: ilA ,v/-^y.A'/-^ a

"~f~A-A-pc. Ur d!^c ^ ^ J U -^< A 5 A^ / O yL ^ y y Ll^s

L-^7 ^cL^icj^ -/^ -/a U< a: J^,^

L - cr CO

A

l^A. A AW-^ / (^ C_ t_A-j'' ^'fcy\ / p l-^ A^\5 S~a^

JAi /-vv tV.v-j- ,

/s a3 A / /XA:

2:V^ /W- /a-Z-C A- f--T C f~ -AaAL^A-^(>

C/Xj j

Al U -^S7 'TA^yU

/ IiIUa / ^

'"X^—1 i-/ 'i.—j /A~(j> fi\-c.<-^ ,^j

^ ^'L <- -'Cc ' - C^

Ac— AC-J O /~y~<^-\~^ ^

—y /-Ar-' V -fo

xj Cr^ > A . ^. c -/^ d

J <£> '-v^A "TV . "v/^^' ^ A -'' ’- ■/■ 3 7' / ‘ -f

JIa A c{^ p ,xj-e^<A -p

’iSci- . /"A//-e^

—^ xA--r/ <3-6,

? ly-s-is La^x<P-^(z . 
c (<-~j< A

6 0^^. 6'-' U‘o<- -f^ Pa , f /^ A



Q Ljj^ u - A yU A <- / A-r.^

/ 7^ -^ s / / -

^ _L p ( * c<^ AJ 5^7^ ' '^

...
A/t- Cu £^ (. f-j ^ ^

7^y</ ^s-r- / _

C A ^ 7^ -X /- (:^ /^'

As/ (~ ^'f~ A'^'—(- ^





PANERALI_K @ A1
01/13/97 07:08:00 PM
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Record Type: Record

To: See the distribution list at the bottom of this message

cc:
Subject: Fast Track Mtg

Dan Tarullo will chair a meeting on Fast Track in room 231 OEOB on Thursday at 
2pm. Invitees are:

7) ,• d6-1 /- yc
Barshevsky ^ ^ '
Steinberg ' '
Baer
McClarty
Sosnick
Sperling.

Call me w/questions, kp

Message Sent To:

Elisa Millsap 
Kevin Moran 
Molly Varney 
Daniel E. Bernal
cchernish @ ustr.gov@INET@LNGTWY 
GREEN_MG @ A1@CD@LNGTVyY
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FAST TRACK LEGISLATION

\}l!^
\

Issue

The manner in which we approach fast track trade negotiating legislatiorr will be one of the most 
significant prnnnmir, Hprisinns nf the second term. Key,issues includer^Heth^to seek the 
authority, th<*6readt^f the agreements we seek to pursue, tftejnapn^ in which we resolve key 
legislative issues (e.g., labor/environment) and tlilgliming^^rofile rnF-a^y initiative.

Background

Our chief purpose in obtaining fast track would be to advance the initiatives we have begun 
during .the firsUerm: the Free Trade Area of the Americas (FTAA), Asia (APEC), Europe (the 
Transatlantic Initiative) and continued global barrier reduction (WTO). The opportunities are 
significant, particularly in the emerging markets. In 1995, our exports to Latin America were 
greater than our sales to Japan and Germany combined. Between 1998 and 2001, Latin America 
is expected to grow at 4.^ and Asia at 7.5% on average annually, compared to 2.6% for 
industrialized countries.

Without fast track, we risk being sidelined, as other countries pursue trade arrangements without 
our leadership. These arrangements can be harmful tn T T S; interests In Latin America, Brazil 
has formed MERCOSUR (a customs union with Argentina, Paraguay and Uruguay) which 
imposes free trade requirements substandard to NAFTA (e.g., no rules on intellectual property 
or services trade). MERCOSUR threatens to become the tgmplat&for free trade in this
hemisphere if we cannot continue to expand NAFTA. Without fast track, we have less capacity 
to influence these developments.

P a 1 -T1

Fast track also has a significance beyond trade. In Latin America, it is seen a^^^^bd^f 

America’s commitment to the region and of support for the free market reforms occurring in most 
countries. In Asia APEC has put the U.S..at the center of the Asian trade reform process, a 
statement about continued U.S. engagement in Asia that has important political and security 
ramifications. In Europe, the Transatlantic Initiative is seen as tangible proof of America’s 
continued interest at a time when Europe fears our focus is Asia.

Having said this, we should restate the obvious: obtaining fast track legislation will not be easy. 
Any Congressional coalition is likely to consist of moderate Democrats and Republicans, similar 
to the NAFTA coalition. That coalition probably has deteriorated; 76 NAFTA House supporters 
have left, but only 38 opponents. About 26% of the House has been elected since the NAFTA 
vote. A winning coalition will need to attract many of these members. As in NAFTA many 
Republican leaders may be supportive (assuming we can resolve the labor/environment issue) and 
a fast track bill could benefit by a Republican desire to show at least one area of bipartisanship. 
The Democratic leadership will be split at best. Early attention to labor is important.

Perhaps the biggest risKTs dela^Tvpicallv. Congress gives an administration fast track legislation 
only as part of(trT^g^de^b^}^ontaining provisions Congress favors, a process that can take



several years. The process leading to the 1988 Trade Act, which granted the Reagan 
Administration authority to negotiate the Uruguay Round, began in 1984. If we fail to move
now. it could be difficult to get fast track in this Congress, thereby stalling our trade agenda for 
several years. ^

Issues for Consideration

1. Scope of Authority: Even if we receiv^-^prir anility, we will need to state the 

specific agreements we intend to pursue. Although initiatives like the FTAA and APEC are 
significant, the individual agreements we are likely to negotiate in the medium term are not as 
striking. We already have free trade agreements with two of our largest trading partners, Canada 
and Mexico. Agreements with other large economies probably would be either too controversial 
(Japan, China) or not feasible (Europe, largely because it is not ready to negotiate on agriculture). 
This leaves agreements with other economies (e.g., Chile) which, while not insignificant, are not 
as meaningful economically as most of those we have negotiated in the past.

For this reason, any request for fast track authority must be cast in terms of the broader initiatives 
we are pursuing (e.g., hemispheric free trade). We will need credibly to argue that at stake is the 
direction of Ameijca’s international economic futgre. not merely free trade with Chile. As in 
NAFTA, the debate needs to be presented in large terms. If less is at stake, it will be difficult to 
retain business support through the many hurdles and amendments this process will entail. That 
said, specific agreements we envision could include;

(^iaT^st track is not really needed for APEC negptiations now, but it could be 

u.seful the lohgerffieauthority extends. Free trade agreements with individual countries (e.g...V
Singapore, Australia) are possible.

believing they
/^iiro| 

^ afe-fte
We have avoided endorsing a free trade agreement with Europe,

C^L^atin Ameri^ Fulfilling the commitment to negotiate a free trade agreement 
with Chile is ii^ortahC^t only to Chile, but also becausedt signalsTt&the Latins otu: 
commitment to the region and the Free Trade Area of the Americas process. Beyond Chile, the 
chief issue is our approach to Brazil and Argentina, the only other Latin economies of meaningful 
size. Brazil is one country that could help define a larger fast track agenda. It would be attractive 
to much of U.S. business, but it is unclear if either country is ready for free trade negotiations 
(partly because they are absorbed in the MERCOSUR process). Also, Brazil could also heighten 
Congressional opposition.

Multilateral: The Uruguay Round agreement scheduled future negotiations in
key areas, including financial services, intellectual property , agriculture and services. Sectoral 
negotiations, like the Information Technology Agreement (ITA) negotiations, are also possible. 
Some, like the agriculture talks, could be controversial domestically. In the OECD, negotiations 
continue on a Multilateral Agreement on Investment. All of these could require fast track 
authority.

sps in Hiffinilt areas (e g., agriculture), among



other reasons. Other agreements between the U.S. and the EU might be possible, particularly in 
the context of a U.S.-EU agreement driving a larger WTO or OECD agreement (as was the case 
with the recent Information Technology Agreement).

Bipartisan House support already exists for some sort of Africa trade 
initiative. South Africa and Botswana would be the most likely candidates for free trade 
agreements and could attract otherwise hostile Congressional constituencies.

Some have suggested we call for a new “round” of global WTO negotiations (like the Uruguay 
Round) that would include virtually all trade. Whatever the merits of this idea, to date the 
groundwork for such a round has not been laid, so it would be difficult to proceed at this time. At 
some point in the second term, we may want to propose a new round. Those negotiations would 
require fast track authority as well.

2. ^ftbotvl^nviroflm^t; We should work out the labor/environmental issue as early as 

possible. With the election over, business now realizes that it must either deal with you or lose 
fast track for another four years. Labor may not want another bruising, NAFTA-type loss. Any 
compromise must meet three conditions: 1) preserve the Clinton/Gore commitment to 
labor/environment; 2) gain the support (or at least moderate the opposition) of labor and 
moderate environmental groups; and 3) retain sufficient Republican and business community 
support.

3.^ Timing/Profile: Tknv fast track effort would need tcChe^ early to maximi^ chances 

of enacting legislation in the 105th Congress. An early Presidential statement supporting fast 
track legislation wnnlH gional mir pngitinm to the Republican leadership (most of whom are 
waiting for the Administration’s lead), put Democrats on notice of our position, give the business 
community the certainty they need to begin organizing and signal our view to labor.



THE WHITE HOUSE

WASH INGTON

January 6, 1997

MEMORANDUM FOR CHARLENE BARSHEFSKY 

FROM; MACK McLARTY

I thought you would want to see the attached article that reports 
on an interview with Chairman Bill Archer. Given the holiday 
season and the fact that it appeared in The Dallas Morning News,
1 thought you might have missed it. I found it gave some insight 
into Chairman Archer's thinking and, on balance, I thought it was 
encouraging.

Your discussions with Chairman Archer will, I believe, freshen 
the dialogue and provide a good opportunity to reach a workable 
agreement. Of course, you have my full support as we move 
forward in this very important effort to bring Chile into the 
NAFTA.

Attachment
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Most stock measures suffered j 
sizable losses Thursday. The 
Dow fell 5.7a points.
Please see story on Page 11D. j
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Trade agreement 

expansion sought
Archer wants fasMrack on NAFTA
By Robert Dodge
HtakinxM fitruu tf Itie OtUw Uotuldb Ninj 

WASHINGTON — Rep. Bill 
Archer, chairman of the House 
committee with jurisdiction over 
trade, said Thursday he wants to 
approve Legislation this year to 
extend the North American Free 
Trade Agreement

The Texas Republican, who 
leads the Ways and Means Com­
mittee, said he is ready to con­
sider legislation that would give 
President Clinton fast-track 
authority — the power to strike a 
trade deal with new countries on

an expedited basis.
‘We are going to make an 

effort to renew fast-track author­
ity so that we can negotiate the 
opening of opportunities to 
export our products to other 
countries around the world,' Mr. 
Archer said.

Mr. Archer said Congress, 
which opens its lOSth session 
next week, might not be able to 
take up the issue until March, 
noting there are few actual legis­
lative days in January and Febru­
ary. He said NAFTA was most 
likely to be extended to Chile, but 
be did not w'aal fast-track

Bill Archer .,. Ways and 
Means chairman supports 
extending NAFTA to Chile 
and beyond.
authority limited to just one 
country.

In an interview, Mr. Archer 
also said he foresees the 
Please see ARCHER on Page HD.
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Archer supports fast-track legislation for NAFTA
_ BUI Mr. Archer said taxpayers „ l,„,h his budget Feb. 3 The tsx<uttin|Antlaued from Page ID. i,ee®“Lr morfeduc^^^^^ of^^i^^VrSSfiTt SS

jM&ibility of atriking a biparciaan iot “ of expect failed to agree on who would qualify
• Bgfiement with the president and ^ode P ^ j ureak. with Republicans
-Ifemorrats to cut taxes, A bipartisan wanting the benefit to extend to
■tti package might include a child tax wealthier facnilles than the Demo
-credit, a cut in the capital gains tax a crats proposed.- and benefits to help pay for educa- A™«\^^in£ ^ ^ Mr^ Areher said he would be wili-
..tion expenses. the Ways and Ing to open negotiations with theMr. Archer acknowledged that As jf, h« OOP’s last IWS offer, phasing out the
'ciming a deal with the White House Means .u. xax credit for families earning^ oh Mpaading NAFTA might pose dif- ^^^th cSe «10,D00. Mr. ainton proposed a

fell apart because Democrats tasUted even .greater ^He also asid a tax bill would be
that restrictions protecting f^"s!S*'were^iM^ by »«*« ^ include a cat in the capital
and the environment be required up Si other gaiJ tax. which is now about 28
^^fst Mr. Archer was hopeful that GOP ** SnS^wSth^Ame? ^Sling'the campaign. Mr. Clinton
in a nonelection year. Democrats propoaS^to cut tS capital gains t«

-lilght feel less pressure from orga- ica ^ on the sale of primary residences. Mr.
■'•nized labor and envifonmenuluts. 8"*f*^y.f*KSf«ent in this Con- Archer wants a broader cut in the

™i; «»«r^ur
' me two also discussed tax cuts and Clinton wid he was not speculate about the overall sue of

the prospects for major tax reform. with Mr. Clin^n, ^ ^

information.

Mr. Clinton is scheduled to submit 
his budget Feb. 3. The tax-cutting 
proposals in his plan are expecicd to 
cost about S130 billion over five
^ GOP leadera and the White House 
already are planning to embark on a 
new set of negotiations to balance the 
budget by 2032, Any tax cuts would 
have to be paid for with additional 
cuts in future spending, including 
popular entitlement programs such 
as Medicare and Medicaid.

Mr. Archer said he also was hope­
ful a tax bill would include at least 
short-term reforms to save Medicare 
from its anticipated bankruptcy in 
2001. He also pushed Mr. Clinton to 
appoint a bipartisan commission to 
deal with the financial problems of 
Social Security,Mr. Archer said he was hopeful 
that a new mood of bipartisanship 
would not be spoiled by Mr. 
Gingrich’s ethics controversy or by 
campaign finance issues with the 
White House and the Democratic 
National Committee.

‘The entire tenor of this Congress 
will be different than the last one." 
he said, noting voters sent a message 
in the November elections that thein the November elections ui«i president and Congress should work 
together. They want us to gel things 
done.’ !



THE WHITE HOUSE

WAS HIN GTO N

January 6, 1997

MEMORANDUM FOR AMBASSADOR JEFF DAVIDOW 

FROM: MACK McLARTY

I thought you would want to see the attached article that reports 
on an interview with Chairman Bill Archer. Given the holiday 
season and the fact that it appeared in The Dallas Morning News,
I thought you might have missed it. I found it gave some insight 
into Chairman Archer's thinking and, on balance, I thought it was 
encouraging.

Attachment

cc: Brian Samuel



THE WHITE HOUSE

WAS HIN GTO N

January 6, 1997

MEMORANDUM FOR JOHN HILLEY 

FROM: MACK McLARTY

I thought you would want to see the attached article that reports 
on an interview with Chairman Bill Archer. Given the holiday 
season and the fact that it appeared in The Dallas Morning News,
I thought you might have missed it. I found it gave some insight 
into Chairman Archer's thinking and, on balance, I thought it was 
encouraging.

I /

Attachment



THE WHITE HOUSE

WASH INGTON

January 6, 1997

MEMORANDUM FOR DAN TARULLO 

FROM: MACK McLARTY

I thought you would want to see the attached article that reports 
on an interview with Chairman Bill Archer. Given the holiday 
season and the fact that it appeared in The Dallas Morning News,
I thought you might have missed it. I found it gave some insight 
into Chairman Archer's thinking and, on balance, I thought it was 
encouraging.

Attachment



THE WHITE HOUSE

WASH I NGTON

January 6, 1997

MEMORANDUM FOR GENE SPERLING 

FROM: MACK McLARTY

I thought you would want to see the attached article that reports 
on an interview with Chairman Bill Archer. Given the holiday 
season and the fact that it appeared in The Dallas Morning News,
I thought you might have missed it. I found it gave some insight 
into Chairman Archer's thinking and, on balance, I thought it was 
encouraging.

Attachment
cc: Lael Brainard



THE WHITE HOUSE

WASH INGTON

January 6, 1997

MEMORANDUM FOR BOB KYLE 

FROM: MACK McLARTY

I thought you would want to see the attached article that reports 
on an interview with Chairman Bill Archer. Given the holiday 
season and the fact that it appeared in The Dallas Morning News,
I thought you might have missed it. I found it gave some insight 
into Chairman Archer's thinking and, on balance, I thought it was 
encouraging.

of

Attachment



THE WHITE HOUSE

WASH INGTON

January 6, 1997

MEMORANDUM FOR AMBASSADOR JEFF DAVIDOW 

FROM; MACK McLARTY

I thought you would want to see the attached article that reports 
on an interview with Chairman Bill Archer. Given the holiday 
season and the fact that it appeared in The Dallas Morning News,
I thought you might have missed it. I found it gave some insight 
into Chairman Archer's thinking and, on balance, I thought it was 
encouraging.

J

Attachment

cc: Brian Samuel



-CRANE, ARCHER PREDICT RENEWED FAST-TRACK EFFORT THIS YEAR
Ways and Means trade subcsmiaitteeChairman Philip Crane (R-IN) predicted last month that Congress and the 

Clinton Administration have aiood ch^o agree on a renewal of fast-track trade negotiating authority this ye^.
“I’m on^rdodlv ontimi^V we. can Pet fast track.” he said. “If we can, we could easily get Chile in [to the North 

American Frerirade Agreement] by the end of the year and then move on to Argentina.”
Crane's optimism was seconded last week by Ways and Means Chairman Bill Archer (R-TX)..ln a Jan. 3 mtervipw in the 

Dallas Morning Ney^. Archer said a renewed effort to move fast track le^lation could come as early as M^h.
Negotiations between House Rej^licans and the Administration broke down m lyVi because then- . 

tative Mickey Kantor insisted that th. ...thoritv he a .straight renewal of the expired language in the 1988 trade act, which 
would have given the Administration flejobility to deal with labor and environmental issues, Crane said.

The feeluK^ among Republicans was ^TatKjStor took that position so that the Administration could look after the 
interests of “unions environmental extremists.” he said. The possibility of a deal this year may be better because 
A TICTP rh^rlene •Rnrsbefskv “doesnot think first foreniost about politics." he added.

But other sources speculated that the Administration will find it hard to se.Ne. hack its demands for mcludmg labor 
nrnvisinns in the fast-tiack bill because the issue is not being successfully addressed in the World Trade Orgmization. 
'ThefctWTO ministerial did not endorse the U.S. demand for a working party on labor rights, and approved a 
declaration that establishes the primacy of the International Labor Organization on the issue, with at most a mmimal

role for the WTO.

Crane said that he would also be pushing other trade legislation, such as_NAFTA-rrariiA/ fnr Caribbean Basin 
Initiative countries and a renewal of the Generalized System of Preferences, but that he would not recommend 
packaging those measures with fast track into a big trade bill. Each of the trade measures has foes, who would oppose 
the entire package of bills even though they would support some of its components if handled separately. Therefore, 
considering each one, “on its merits.” is the best way to pass them, he said.

Crane sounded optimistic aboutiensaiOS-^SL-ajUfill expires at the end of May, noting that the only obstacle is 
finding the funding to offset the revenue lost from tariff cuts. Otherwise, the renewal does not have any “political 
overtones,” he said.

CBI, however, is “a question mark,” he said. The textile industry is “very resistant,” but there is still a chance the 
bill can be passed, he aabea.

There will also be new efforts to pass legislation allowing for temporary exemptions of products from 
antidumping orders in cases of short supply, even though the proposal continue to generate “paranoia” in 
Congress, he said.

The lack of progress on trade legislation in the last Congress was “very frustrating,” he said. The prospects 
this year are “infinitely better,” now that political problems caused by the elections have been removed, accord­
ing to Crane. But many members who supported trade initiatives have left Congress and the leadership has yet 
to poll the new members about their views on trade. The first test of the new Congress is likely to be China’s 
MFN renewal, he said.

A lot will also depend on the Administration, he said. The congressional leadership is not planning to set the 
agenda on trade, but instead will wait for the Administration’s proposals and then try to build bipartisan support. 
Administration support is especially important because most of the opposition to trade measures in Congress is on the 
Democratic side, he added.

Crane added that he hopes Barshefskv can be ennnrmed to become the permanent USTR, but said that there 
is now a “waft and see” attimde in the House bec^se of the possible conflict bettveen her appointment and the 1995 
lobbymg retoim bill. It the Administration is"able to push a waiver of the law for Barshefsky through the Senate, such 
legislation would likely be approved easily in the House, he predicted. But the Senate would have to move first, 
because it has exclusive jurisdiction for confirming appointments, he said.

In a related development, the Office of Legal Counsel of the Dept, of Justice has sent the White House an assess­
ment that the so-called Dole provision of the lobbying bill is unconstitutional, according to a Justice spokesman.

Informed sources speculated that the provision might be vulnerable to a court challenge on constitutional 
grounds because it restrains the President’s ability to nominate cabinet officials. These sources also said they 
expected quick action on Barshefsky’s nomination, in advance of a serious debate on fast-track negotiating 
authority.



Trade Forum to Take Note 

Of Issue of Labor Standards
the.jle£lu;atio^unless labor rights 
were mCTflongarWashington argued

SINGAPORE. Dec. 12 (Reuters) 
— As the end of the World Trade 
Organizatlon’^st mcetlBg'nfeared. 
naUonal raprfefeiTQ^s compro- 
mised today over the question of 
whether the group should be involved 
in improving Standards for' workers, 
officials said. ■^—----------

They said the ministers had 
agreed to include a mention of labor 
rights, the most^htentlOUfe issue at: 
the five-day confe’rehce, in the 
group’s final declaration on Friday.

Earlier today, the United States 
and the European Union reached 
agreement on a deal to liberalize 
trade in information tectmology. The 
agreement removed the last barrier 
to extending the pact to Asian na­
tions, some of which still object to its 
provisions. The trade pact would 
phase out tariffs on a range of goods 
like computers, software and tele­
communications equipment. ..

But on labor' standards, the talks 
weft in ddUbtM^ly in the day, 
Pakistan declared victory in its ef­
fort to keep the trade group’s com­
munique frer"of a statement, on the 
matter. But Commerce Minister Mo­
hammed Zubair Khan, conceded lat­
er that it would be mentioned. .

ThaLjmuld hp_ji swjess for the 
United StatesJidiich,jCDriferenCe offi­
cials saia/h^ threatened to block

that a key area of human rights had 
to be mentioned in connection with 
world trade, aware of rising concern 
at homragHit^weatshdPs and child 
labor, mosflyTn the mird world.

But nations like Pakistan, India 
and Malaysia, which led the argu­
ments, said the push to link labor 
rights and trade was~iHereiV a dis­
guised attempt to use the trade or­
ganization to undermine their low- 
cost lalwradvaht^e.

They-said that'the International 
Labor Ort^anizatidn. a United Na­
tions specialized agency, was the 
right forum foP-tlMmsiipanrlthat the 
World Trade Oftanization had no 
role.

Officials at the conference said the 
final declaration would refer to the 
labor organization as "the compe­
tent body” to set and promote goOd 
labor stendard.s anti that it ^d the 
World Trade Oftaiilzati(m---w6uld 
“continue tMr exStjng; 3lai»^- 
tion" on the issue. ihA' fhdssage.thev 
said, would “relecFtRgflfig hf lahnr 

jtandiauls _________ ____ pur­
poses.’’ The ministers will also de­
clare that they “agree that the com­
parative advantage of countries, oar- 
ticularly developing countries, must 
be in no way put into-question.’’

------- —^—e^'
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Economic Viewpoint
BY ROBERT KUTTNER

^ CL.U '^sr

HOW CLINTON’S TRADE POLICY 

HAMSTRINGS AMERICA ®" O

5’. -V /

m,m
m»p

NAIVE: 

Washington 

mustnow 

abide by WTO 

rules, which 

don’t outlaw 

protectionist 

practices but 

do prohibit 

the U.S. from 

defending itself

Robert Kuttner Is co-editor of The 
American Prospect and author of The 
End of Laissez-Faire .

■ X;r:dmMstratiohi
ed the recent ;ministeri^' a^eenieiit': 

J. M. negotiated at the World Trade Orga- 
nuation meeting in Singapore to cut tariffs on 
information-technology products. But the Sin­
gapore deal actually suggests the weakness 
both of U. S. diplomatic priorities for trade 
and of the wro as an institution. The next 
roimd of Administration trade initiatives will 
be vulnerable, both as politics and as policy.

For two decades, cutting tariffs has been 
the easy part of liberalization. Most of the 
obstacles to American exports, prcoure^ £?e 
nontariff barriers. Mercantilist nations such as 
China, Japan, and Korea can accept lower 
tariffs, knowing that the more subtle barriers 
to market access are unToucneri.: ' " •

'A related problem, paradoxically, is the wro 
itself. Most of the real .progress in recent 
years on market access has been made via 
aggressive bdaterahsm—conditioning access 
to the'huge U. S. consumer market on genuine 
market-opening bv trading partners. But the 
agreement creating the wro, as well as the 
norms and procedures of multilateralism, make 
it dif^ult-JOr the U. y. tO apply Unilat­
eral pressures7lnsteacl‘-of usmg Amenca’s im-
mense global economic weight to bargain hard 
ibr reciprocal access, the U. ij. is now sup­
posed to politely take "complaints to the wro, 
whose “due process" is a homhc blerifflirbu- 
reaucratic ambiguity and plain politics. As 
Asia scholar Chalmers Johnson observes, the 
WTO does not outlaw the main protectionist 
practices of East Asian semi-capitalist nations, 
but it does prohibit the U. S. from defending 
itself against those practices through bilateral 
bargaining over market access. ■
BURNED ONCE. Unlike tariff reduction, which 
is relatively eaSy diplomatically and uncon- 
troversial domestically, the next set of trade 
Jssues are-far thornier. -Fii-st, there’s the pro- 
posed expansion of the North American Free 
Trade Agreement. Most Democrats in Con­
gress, as well aA Republican economic na- 
tionalists. felt senouslv bumed bv .naeta. Of- . 
fidal predictions turned out to be far too rosy. 
House Democratic leader Richard A. 
Gephardt will oppose naffa expansion un­
less it is coupled with enforceable labor rights 
far tougher than nafta’s token provisions. .

Second, the White House faces double trou­
ble in Congress over new negotiating author­
ity as well as the substance of a y;AFTA*ex- 
pansion. UJule, tne first candidate for nafta

inclusion, is prepared to offer much stronger 
fabbr provisions than Mexico. But the Ad­
ministration has infuriated its labor allies by 
refusing to tie trade expansion to laoor ngnts. 
■ At Singapore, acting u.cs. Trade Repi-e- 
sentative Charlene Barshefsky made a tough­
sounding speech on the importance of adding 
basic labor standards, such as the right to 
organize unions and a ban on child labor, to 
the WTO regime. But word was leaked im­
mediately; that this w^ not a serious U. S. ne-
gotiatlng: priority. Barshefsky might as well 
nave said: “Treat this as merely a bwe we 
need to throw the apt,-otq.”
BLIND EYE. Finally, there is the dilemma of 
China—and the larger questions of trade pri-. 
orities that China reflects. Although China 
has replaced Japan as the world’s leading 
mercantilist nation and is currently running 

~ e largest bilateral trade deficit, -with the 
. S., the Clinton Administration is committed 

to mostly unilateral liberalization :of trade

promoted extension of most-favored-nation 
status for China despite China’s humam and 
laborrrights violations, failure to deliver on 
prior market-opening agreements, and cori- 
tinued thett ol mtelleCLual property. The Clin­
ton Administration will pursue essentially the 
same soft-line strategy when it presses for
China’s membersliip in the wro.

Tfie Administration retains an oddly _ 
istic conception of free trade. It fails to ac­
knowledge the world’s different brands of 
capitalism and negotiate accordingly for reci­
procal market access. 'The Administration be­
lieves, wishfully, that by promoting the norms 
of liberal trade and setting a good example, 
the U. 8. will encourage other nations to be­
come more like it. But even the partial 
progress the U.S. has achieved in opening 
Japanese markets was not won bv pursuing 
the Golden Rule but bv tough, bilateral ne­
gotiation now prohibited by the wro.'

American businesses interested iii expand­
ing exports want a harder line on market- 
opemng, but they are drowned out by busi- 
riess lobbies more mterested in exporting 
capital and importing products. At the same 
time, organized labor’s pressure for greater 
globM worker rights and a strategy of ex­
porting products rather than capital and jobs 
is no match for organized bngness.. Sp U. S. 
trade policy will continue fo be both con­
tentious and naive.
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Py Regions:
Not the Elixir

«

As Advertised
^__^ ______

By PETER PASSELL

I

When effom to iiDerSize world trade 
stalled in the early 1980’s, Washington 
turned its attention to opening trade on a 
regional basis as the second-best choice. 
That produced the North American Free 

Trade Agreement and a dozen 
Economic similar pacts among other na­

tions. And most economists, 
Analysis ^j,o hold that free trade is 

close to heaven on earth, wide­
ly applauded. The regional agreements, 
they argued, would not just prod reluctant 
nations like Japan and France to drop their 
opposition to open markets to global trade, 
but they would eilso help developing coun­
tries lock in free market initiatives and 
improve the climate for foreign invest­
ment.

But this pragmatic consensus is fraying 
as the Clinton Administration’s drive to 
create preferential trade areas reaching 
across the Pacific and Atlantic, as well as 
throughout the Americas, takes on a life of 
its own. Some economists are no longer 
convinced that all roads to open markets 
really do lead toward the economic Valhal­
la of a world without trading barriers.

‘It’s time to raise the warning flag,’

Continued From First Business Page

versity economist, has been a “spa- 
ghetti bowl of tangled, inconsistent 
trafle stanaaras mat ]usi can’t be 
good for efficiency.”

It’s a safe bet that the doubters 
will not remain on the sidelines much 
longer. For while much-ballyhooed 
trans-Atlantic and trans-Pacific 
trade initiatives have met consider­
able resistance both overseas and in 
Congress, President Clinton is ask­
ing lawmakers for the right to pur­
sue “fast track” negotiations toward 
a preferential trade area for all the 
Americas, starting with Chile. More­
over, some Administration officials 
still hope to extend Nafta to the Pa­
cific, admitting, say. South Korea, in 
hope of putting pressure on the rest 
of Asia to join.

Every college text on international 
trade offers grounds to be skeptical 
of regional trade agreements. If, for 
example, Mexico trades freely with 

' the United States but maintains bar­
riers against imports from Japan 
and Europe, it may lose more from 
the loss of access to Toyotas and 
Fiats than it gains from easier ac-
r^<^g tn Fnrdg and Chryslprs

But most economists put aside 
such worries almost four decades 
ago to celebrate the creation of the 
European Economic Community, 
now the European Union. “Economic 
integration was seen as a bulwark 
against Communism,” Mr. Bhttgwati 
recalled. And while the rationale has 
changed, economists continued to de­
fer to political strategists on issues of 
economic regionalism.

When Nafta was being negotiated, 
policy strategists for President 
George Bush and Mr. Clinton were 
never very serious about the argu­

ing American policy toward econom­
ic nationalism — a kinder, gentler 
version of what Pat Bucharian and 
Ross Perot have advocated, to be 
sure, but still a subtle form of mer- 
czmtilism that threatens to under­
mine efforts to knit the global econ­
omy together.

The new mantra of opening foreign 
markets while defending our own, 
they suggest, points toward a^‘hub
and spoke” trading order in which 
the United^tates dominates numer­
ous regional preferential trade 
areas, rather than a worldwide sys­
tem in which the American economy 
is merely first among equals. Within 
Nafta, for example. Wastungton can 
muscle preferences for Florida to- 
nratO growers that would never pass 
master wiUi die more inoepdhdent 
bureaucrats at the World Trade Or- 
ganization.

‘People have begun to wake up to 
the U.S. policy of pressing regional 
arrangements as an end in them­
selves,” stiid Gary Saxonhouse, an 
economist at the University of Michi­
gan.

The skeptics are also influenced by 
new research examining the risk 
that productivity-sapping trade di- 
verslSrfwill outweigh nroductivitv- 
enhancing trade creation. In the 
study that the World Bank has thus 
far refused to release, Alexander 
Yeats, principtd economist of the or- 
ganization’s International Trade Di- 
vision, draws disturbing conclusions 
about ^ Mercosur, the preferential 
trade pact linking Argentina. Brazil. 
Chile and Uruguay. The most- traded 
products within Mercosur “general­
ly are highly capital-intensive goods 
which members have not been able 
to export competitively to outside 
markets.” he wrote.

said Claude Barfield, an economi^ at the 
American Enterprise institute in Washing- 
tQlCII

The latest evidence that regional trade 
pacts like Nafta can have harmful effects 
on those excluded from the zone comes 
from the Caribbean Basin, where a World 
Bank study recently warned that Mexico 
could grab as much as one-third of the 
Caribbean’s $12.5 billion in experts to the , 
United States.

But the impact could be considerably 
broader. An unpublished study by a senior 
economist at the World Bank suggests that 
Mercosur, the preferential trade agree­
ment intended to eliminate national barri­
ers at the southern end of South America, 
has diverted substantial trade from more 
efficient producers outside the region.

The result of preferential trade areas, 
said Jagdish Bhagwati, a Columbia Uni-

'Xrvind PanagarivaT!hn-riirertnr of
center

Continued on Page D21

American com and computers. But 
they agreed that the pact would com­
mit future Mexican governments to 
economic modernization that would 
reinforce the political stability of the 
continent. And history, they say, has 
proved them right: “The Mexican 
currency crisis in 1995 would have 
had catastrophic consequences” if 
Mexico had not been treaty-bound to 
Keep its borders open to trade and 
investment, said Lawrence H. Sum­
mers, Deputy Secretary of the Treas­
ury.

C. Fred Bergsten, the head of the 
Institute for International Econom­
ics, argues that the Administration 
still sees regional zones as advanc­
ing world trade: “Thf ifiPff °'- 
wavs been global liberalization initi- 
ated by regional agreement.”
' Why, then, have many other econo­
mists grown skeptical? For one 
thing, they worry that President 
Clinton’s casual but often repeated 
equation of trade and warfare is tilt-

for International Economics, voices 
related concerns ahniit thp nronospd 
Free Trade Area of the Americas. 
Even if it would help other Latin 
American countries tuid Caribbean 
islands avoid excessive losses to 
Mexico. virtuallY all the gains would 
go to the United States, he concluded. 
And South American countries with
high barriprs against Impnits wniilrt 
risk serjnus ln.«;.«;es from rediirpd 
tradp with Eurnne.

Mr. Summers dismisses such 
doubts, suggesting that the Adminis-
tration’s ayyrpssivp pro-rpginnali«;m
is a kind of policy maker’s jujitsu — 
one that redirects dangerous nrntpr- 
tionist impulses into benign market­
opening inltmtives. ''Kfegiohafism is 
not just good mercantilism, it’s good 
economics.' ne saTg:

Trouble is, Mr. Barfield of the 
American Enterprise Institute said 
is that the argument is no longer so 
eonvincing to economists them­
selves. ' ^
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On a Street 

In Hebron, 

Change Has 

A Slow Pace
By JOEL GREENBERG

HEBRON, West Bank. Feb. 3 - 
About 8 this morning, after three 
years of waiting, Abdallah Uweiwi 
went with his partners to try to re­
open the People’s Taxi stand on Mar­
tyrs Street in downtown Hebron.

Their last day of business there 
was Feb. 26, 1994, when Dr. Baruch 
Goldstein, a Jewish settler, gunned 
down 29 Muslims at prayer in the 
Cave of the Patriarchs shrine near­
by. After the killings, the Israeli 
Army closed Martyrs Street to Pal­
estinian motorists to prevent re­
venge attacks on Jewish enclaves 
along the road.

Under the terms of last month’s 
Israeli-Palestinian accord on He­
bron, the army began a phased re­
opening of the street today as part of 
a gradual restoration of normal traf­
fic within the next four months.

But only a section of the street was 
opened, in one direction, solely to 
taxis and municipal vehicles. So only 
a handful of Arab cars entered Mar­
tyrs Street today, and Mr. Uweiwi 
and his partners were barred from 
reopening tf»eir stand on the ground 
that only through traffic would be 
allowed.

“They tell the world that Martyrs 
Street is open, but here we see some­
thing,’’ Mr. Uweiwi said after an 
Israeli officer ordered him to move 
the parked taxis from the stand. 
“Nothing has changed. But this is our 
street, despite the settlements and 
the military restrictions.”

“We will stay here, die here and be 
buried here,” he added, glancing at a 
sprawling cemetery on the other side 
of the road.

The once-bustling thoroughfare 
has been largely deserted for three 
years, except for settlers and a trick­
le of Arab pedestrituis who have 
braved Israeli Army checkpoints 
scattered along the road to protect 
the Jewish compounds.

Shops, a gas station and taxi 
stands closed down, and Arab driv­
ers have been forced to make long 
detours around the street to get from 
one side of town to the other.

The street lies in an area still 
controlled by Israeli forces after 
their withdrawal from most of He­
bron last month.

A renovation project financed by 
the United States is supposed to 
transform the road with a security 
wall and parking near the Jewish 
enclaves, sidewalks and sandblasted 
and repainted Arab storefronts — all 
set off with awnings, cast-iron fenc­
ing, trees, shrubs and flowers.

But this morning all that seemed a 
long way off. Aside from the occa­
sional Arab car and the now-re­
opened gas station, the street was 
mostly filled with Israeli Army and 
police jeeps, settlers’ vehicles and 
groups of curious Palestinians who 
had come to see the new arrange­
ments.

It seems that despite the handover 
of most of Hebron to the Palestinian 
authorities, life has not changed 
much in the 20 percent of town still 
under Israeli control.

On the walls of the cemetery, graf­
fiti sprayed by militant settlers 
vowed “Revenge” and “Transfer,” 
meaning the expulsion of Hebron’s 
Arabs. Nearby, another Hebrew slo­
gan said, “Death to Arabs.”

In a settlement compound, Jews 
worked on a new housing project 
abutting Hebron’s old city, where 
Palestinians have’been renovating 
crumbling buildings to resettle them 
and prevent them from falling into 
Jewish hands.

A new Israeli military order bars 
Arab renovations adjacent to the 
Jewish enclave for security reasons, 
and laborers have been arrested. But 
Emad Hamdan, the director of the 
project, vowed to continue the work, 
which is sponsored by the Palestin­
ian Authority. “We will ignore the 
order,” he said. "Every stone in this 
town here has political meaning.”

The PEilestinian cabinet, in a meet­
ing in Gaza on Saturday, condemned 
the order and said it contradicted the 
Hebron agreement. The settlers, for 
their part, complained that the re­
opening of Martyrs Street, which 
runs by their homes, had begun with­
out any new security arrangements 
to protect them. With 80 percent of 
Hebron now under Palestinian con­
trol, they said, the only street linking 
their enclaves was now being opened 
to a hostile Arab population.

“We’re being turned into a ghet­
to,” said David Wilder, a spokesman 
for the settlers.
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January 28, 1997

The President 
The White House 
1600 Pennsylvania Avenue, N.w. 
Washington, D.c. 20500

Dear Mr. Presidentt
We, members of your Advi 

and Negotiations, are writing to^ 
expansion as a top pT-iQ-rity in y^JJ 
and expeditiously submit a request~Tor 
to the Congress,

expansxuii auttiority

Trade expansion is a vital engine for economic growth. 
Authority to negotiate trade agreements is necessary to further 
strengthen the competitive position of the United States around 
the world and maintain U.S. leadership within the global economic 
community.

We are oonaerned that the Free Trade Agreement of the 
Americas, with the commitment 'to free trade by 2005^ cannot 
comprehensively move forward trade expansion authority is
passed by congress prior to the May meeting of trade ministers, 
wo do not want the FTAA and other important trade expansion 
initiatives to stall- ---------------- ------^

We look forward to continuing to work with you to open 
markets and advance U.S. economic interests.

Sincerely,

Susan Hammer
Mayor, City of San Jose
Chair, President's Advisory

Committee for Trade Policy & 
Negotiations

Robert E. Allen 
Chairman and Chief Executive 

Officer
AT&T
The Honorable George Arlyoshi 
Counsel
Watanabe, Ing & Kawashima



JRN-29-1997 15=19 O'MELUENY & MYERS LLP-DC 202 383 5414 P.03

Letter to the president - Page 2 - January 28, 1997

Roger J. Baccigalup^i Chief Executive Officer 
RB International
Curtis H. Barnette 
Chairman and Chief Executive 

Officer
Bethlehem Steel Corporation

John E. Bryson
Chief Executive Officer
southern California Edison Co.

Robert Crandall 
Chairman and Chief Executive 

Officer
AMR and American Airlines

Robert J, Eaton 
Chairman and Chief Executive 

Officer
Chrysler Corporation

Walter Y. Elisha 
Chairman and Chief Executive 

Officer
Springs Industries, Ino.
Geoi^e H.C. Fisher 
Chairman, President and Chief 

Executive Officer 
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Donald V. Fites 
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President and Chief Executive 
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Chairman and Chief Executive 
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Chairman
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Chairman
Harris Chemical Group, inc.

Dean Kleckner 
President
American Farm Bureau Federation

Charles P. Lazarus 
Chief Executive Officer 
Toys "R" Us
W. David Leak, M.D.
Chairman and Chief Executive 

Officer
Pain Net Education, Inc.

Bruce Llewellyn 
Chairman and Chief Executive 

Officer
The Philadelphia Coca-Cola Bottling 

Company
John E. Pepper
Chairman and CEO
The Procter and Gamhle Company

Lewis E. Platt
Chairman, President, and Chief 

Executive Officer 
Hewlett-Packard Company
Bernard Rapoport 
Chairman and Chief Executive 

Officer
American Income Life Insurance 

Company
Robert B. Shapiro 
Chairman and Chief Executive 

Officer
The Monsanto Company
Jerome A, Siegel
chairman of the Board
The Titan Industrial Corporation

Paula Stern 
President
The Stern Croup, Inc.
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America, Inc.
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Chairman, President and Chief 

Executive Officer 
Warnaco, Inc.

Jeanette Sarkisian Wagner 
President
Estee Lauder International, Inc.

J. McDonald Williams 
President and Chief Executive 

Officer
The Trammell Crow Company .
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A US trade policy

;)^i^Idling in the 

^ fast lane
BY GARY HUFBAUER 

When presidential words are 
at odds with presidential deeds, 
we are entitled to ask “what’s 
up?" Among Washington insid­
ers, this is the key question 
about President Ointon’s ap­
proach- to seeking congressional 
authority to negotiate trade 
agreements.

In 1993, Mr. Clinton called 
• on America to “compete, not 
retreat." In his 1997 State of 

' the Union message, he again 
challenged the United States to 
march into global markets. 
That's the rhetoric. What’s the 
reality?.

To open markets abroad, Mr. 
'(Clinton must reciprocate by 
dismantling U.S. trade and in­
vestment barriers. To do that, 
he needs negotiating authority 
from Congress — the so-called 
fast-track authority that enables 
him to negotiate and place be­
fore Congress for an up-or- 
down vote a btdanced package 

; of trade liberalization measures.
■ Every U.S. president since Rich­
ard Nixon has launched global 
or regional trade talks with fast 
track authority in his pocket. 
Mr. Clinton’s wallet is now 
empty.

~^at’s too bad, heraii.se U.S. 
tradF"and investment barriers 
are very low comparecTto barri­
ers blocking U.S. exports to 
booming markets in Latij 
America and Asia. JTrade 
are the closest thing to a 
lunch that most^ congressmen\ 
will ever see: in return for re- 
moving a few brambles at 
home, the United States can 

\i hack down thickets abroad.
In his State of the Union 

rmessage, Mr. Clinton all but
asked for fast track. A few days 
later, House Speaker Newt Gin­
grich endorsed a new round of 

.global talks. So why didn’t fast 
track make the^nort list ot b’i- 
partisan action items agreed 
between the White House and 
Congress in early February?
Why hasn’t Mr. Clinton sent 
draft legislation to Congress.?

, - Two explanations are possi-
I , ble, and both have their roots piay to

in Washington politics. On the 
one hand, Mr. Clinton may be 
repeating a familiar enor, en­
gaging in endless consultations 
with adversaries, making no 
converts and . losing valuable 
time. The adversaries don’t 
want to enlarge Nafta, negotiate 
a Free Trade Agreement of the 
Americas, admit China into the 
World Trade Organization or 
even mention a new round of 
WTO trade talks.

On the other hand, the expla­
nation may be found in Demo­
cratic presidential politics. House 
Minority Leader Richard Gep­
hardt, D-Mo., one of the key 
presidential contenders, was op­
posed to Nafta and makes no se­
cret of his doubts over Asian ties. 
Vice President A1 Gore, the other 
leading Democratic contender, 
may worry about handing Mr. 
Gephardt a wedge issue in 2000. 
Should the economy reverse 
trend, unemployment rise above 
6% or the stock market decline, 
free trade advocacy could cause 
severe political damage to presi­
dential ambitions.

Mr. Gore certainly does not 
want to be identified with isola­
tionist politics. After all, he 
scored against Ross Perot in the 
1993 Nafta debate. But, at the 
same time, he is worried about 
trade politics in 2000. If he, as 
Mr. Clinton’s successor, delayed 
any major trade negotiation until 
after the next election, he could 
still present himself to history as 
a tee trader. The easiest way to 
delay major negotiations is to de­
lay fast-ttack legislation. And the 
easiwt way to do that is to insist 
that any fast track bill should 
contain strong language mandat­
ing environmental and labor 
talks.

The Republicans vvill not put 
thoso lupii;!; fti fttsr-track legis- 
lation because they fear what 
Mr. Clinton might do with 
broad authority over environ­
mental and labor questions.

This is well known to just 
about everyone who has dealt 
in trade ttffairs. Naysayers with­
in Mr. Clinton’s inner circle can 
play to these realities..

THE JOURN AL OF COMMERCE

O PINION

I
Vice President AL CORE

ing on strong environmental 
and labor language. That en­
sures a standoff, at least for a 
couple of years.

Beyond the labor and envi­
ronment question, a more seri­
ous issue bedevils Mr. Clinton’s 
trade experts. What’s fast track 
for? Enlarging Nafta? Striking a 
deal with Asia-Pacific countries? 
Launching new gfobtil trade iib- 
efallzadbn talks? The logical 
answer is "all of the above."

Within limits, the U.S. can 
drive a better bargain if it is 
negotiating with more than one 
partner. Here logic and politics 
coincide: In Mr. Clinton’s sec­
ond term, he might enlarge 
Nafta to include Chile and the 
Caribbean Basin countries, he-) 
mlglU start the haa pTbcess, 
and he mignt even get China to * 
achfept WiO disciplmes. These 
would be trade measures ac­
ceptable to most congressmen. 
But if Mr. Clinton launches 
bold new imtiauves in APEC or

who is running Mr. Clinton's 
trade poli^. Is it his “klutzes” 
engaging in consultations with 
the Republican opposition or 
Mr. Gore’s "saboteurs,” unwill­
ing to get saddled with a trade 
agenda they might not like in 
tile next primary season?

We might find out pretty 
soon. This week, Chilean Presi­
dent Edouardo Frei will visit 
Washington and address a joint 
session of Congress. In April, 
Canada’s Prime Minister Jean 
Chretien is coming to Washing­
ton, and then Mr. Clinton will 
swing down to visit Mexican 
President Ernesto Zedillo. In 
May, Mr. Clinton is visiting 
Costa Rica, Barbados, Brazil 
and Argentina.

If this high-level travel 
doesn’t prompt the administra­
tion to submit a

the wiu, ttieir conclusion will 
almost certtiinlv await the~iiext 
prgsidfinL-

So the crucial question is

<^^\o Congress, '^6' ftiAy ^ 
sSBlhg the saboteurs at worlC

Gary Hufbauer is the Reginald Jones 
senior fellow at the Institute for Inter­
national Economics in Washington. .
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Mack Mc;Lar'I'i

April 15, 1997

To: Dan Tarullo

The President's comments on fast track 
played a little more prominently in some 
parts of the heartland than they did inside 
the Beltway.

Attachment
cc: Lael Brainard



Mack McLaktv

April 15, 1997

To: Charlene Barshefsky

The President's comments on fast track 
played a little more prominently in some
parts of the heartland than they did inside 
the Beltway.

Attachment
cc: Peter Allgeier
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Clinton urges fast track on Chile talks
j^ndiiBed from IF.
^Ject as a package.
< GOP congreasional leaders also support fast track 
Aithority bat insist that Mr. Clintoa not be given the 
Iccwaj to iiw;lu4e labor and environnieatal Issues.
.. Some Democrats, including House Minority Leader 
Dick Gephardt D-Mo., want those issues included. Mr. 
Clinton believes tbe legislation need not address the 
ifsnes at all. aa was the case when President Bush 
iiegotiated the North American Free Trade Agree­
ment With cuutda and Mexico.

But Republicans have said that is unacceptable 
because Of Mr. Qinton's history on such issues. 
Unlike Hr. Bush, be used the onthority to negotiate 
Additional labor and' environmental provlalons to
KAPTA. 
t HoiHouse Speaker Newt Gingrich, wrote Mr. 

Inton earlier thia week nr^ng him to agree to leg- 
«' that ’apprbpriately’ limits the authority to 
obl; iasnea directly related to trade.

^ a-UMtMClinton

‘It is unacceptable for us to sit on the 
sidelines while other nations forge 

bonds of trade.”
—Preddent Cbitan

Mr. Clinton would send a request to Congress when
8 developed suflteieBt bipartisan' support.
*We’ve got a loit of work to do on mat, we recog­

nize.' he said.
Mr. Clinton's emphasis on trade issues has re- 

emerged as he pins to make three trips to Latin 
America during the next 12 moniha. He wQI travel to 
Mexico, Costa Rica and Barbados in May and to Brazil, 
Argentina and Veiittnela in October. Ntpd apring, he 
will attend the Sotumit of the Ameiteaa m CtaBe.

“We do not need, to be afraldof global.4nde. But in
Mr. Gii^ch called further progreas in reducing a world where we have only 4 percent the popula- 

Wade bmers critical for the 2lat century, but he also tion, and where One fastest-gitiwlng martwe fpr our 
said tfim is a 'deep disagreement with the efforts of products and swiees are Asia and Lal^lLmiaricB, 
some to include .social isauea in formal trade where export-related J6ba pay 13 to 16 perb^ more 
agreements.* than other Ameriom Jobs, we don't have a choice^’he

He told Mr. CHnton that “yon cait^ continue to sddr'Wahavetnaiportrr ... ^ 
allow thpae jndat on inoozporai^ those issues HeaaidtherecoirdofNAiCTA aBdiiewMieWisitai^ 
Into trade aoiliQrlij to halt our progress toward, trade agreemeiilB it smnettiing to build on. 
reachi^goodtrtlijleagreamants.* It.ia nnaccq|[|to for ns to.sit.OiD the mdeBnes

> White House press secretary Mike McCuny laid whDeoiheriiatioinit forge bonds of trade,” ha said.

Europeans drop trade sanctioh laWsuil”^
Comtamad frem Pi^ IF. 
agremnent to work toward a stni- 
dard covering extraterritoriiOity, 
tbe practice of applying one 
nation’s law against companies and 
individuals of another country.

Hr. EUenstat said the two aides 
pledged “best efforts' to seek an 
agreement on international prop- 

safeguards by Oct IS. 
i; ‘■Thia understanding represents 
tile beginning and not the end,' 
Mr. Einenstat said. ‘An agreement 
on concrete, detailed principles 
will require enormous efforts by 
U.S. and E.U. negotiators, as well as 
continual conaultations with tbe
^ngreae.'

■' Initial congressional reaction to 
the announcement was favorable. 
Ben. Paul CoverdelL R-Ce., who 
played a role in authoring the com­
promise, said the negotiations 
could 'ensure tbai rules agallist 
trafficking in stolen property will 
become the international norm.”

“This understanding 
represents the beginning 

and not the end. An 

agreement on concrete, 
detailed principles will 

require enormous efforts by 
U.S. and E.U. negotiators."

^ Stuart Eixenitat, 
mderttcreiary uf commerce

Many large U.5. companies bave 
plead^ with Congress to shift 
away from enacting trad* sane- 
tions that punish both UJ5. and for­
eign firms doing businees with 
nationa eonaldered 'rogue 
regimes,” such as Iran, Ubya and 
Cuba.

Last year. Congrem also passed 
legislation threatening sanctions 
against Burma. Other bills have

been nffend targeting Nigeria and 
bidoneaia, and Cmgrees is once 
■gain threatening to withhold 
trade privileges from China

A oealition of more than 300 
innall and large bmineasea called 
"USA-Engage,” which is trying to 
lyromote alternatives to trade sane- 
liona, bM scheduled a Washington 
Idckoff meeting next week.

Friday’s announcements cover­
ing anti^lnha sanctions ware 
hedged substantully by both sides.

'Congress will have an opportu­
nity to judge the merits of any 
agreement reached — and I will 
jxserve judgment on the ontcome 
(rf theae diacussions until that 
lime,* Mr. Coverdell said.

Mr. Brittain was also keeping 
Ilia powder dry.

Despite the success of our talks, 
Iwth Helms-Burton and D'Amato 
are still on tne U.S. statute book,' 
he said. *We continue to oppose the 
principle of extraterritorial laws.”



Mack McLaktv

April 22, 1997

To: Sandy Berger

While I do not disagree with our current 
posture on fast track, I did read with some 
concern the attached cable which I thought 
you would find relevant to our recent 
discussions regarding hemispheric trade. As 
you stated on so many occasions with your 
usual eloquence and clarity, the world 
continues to change and move forward and is 
not going to wait on us for very long.

Attachment

1iCJL.'.



Mack Mc;I.aki'v

April 22, 1997

To: John Podesta
I understand our fast track position and 
agree with it, as you and I have discussed. 
However, the world is continuing to move at 
a fast pace, per the attached cable that I 
thought you would find of interest.

r

Attachment
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REF: A) SANTIAGO 1206, B) SANTIAGO 1123

SENSITIVE BUT UNCLASSIFIED

1. SUMMARY: PRESIDENT FREI'S VISIT TO EUROPE
HIGHLIGHTS ONCE AGAIN THE SPEED WITH WHICH GLOBAL 
INTEGRATION IS OCCURRING AND THE IMPORTANCE TO U.S, 
INTERESTS OF ACCELERATING OUR OWN EFFORTS TO BRING 
DOWN BARRIERS TO TRADE IN GENERAL AND TO U.S. 
EXPORTS IN PARTICULAR. ACCORDING TO CONTACTS IN 
THE MINISTRY OF FOREIGN AFFAIRS AND IN EUROPEAN 
EMBASSIES THE EU AND CHILE INTEND TO COMPLETE WORK
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ON A FREE TRADE AGREEMENT BY 1999. THE SAME TIME 
FRAME IS INTENDED FOR PARALLEL EU TALKS WITH MEXICO 
AND MERCOSUR. ONCE AGAIN, WE SEEM TO BE THE ODD 
MAN OUT. END SUMMARY.

2. PRESIDENT FREI RETURNED FROM HIS EUROPEAN TRIP 
VICTORIOUS ONCE AGAIN. THE CHILEAN BUSINESS 
COMMUNITY IS EXCITED WITH THE PROSPECT OF A FREE 
TRADE AGREEMENT WITH THE EUROPEAN UNION ON A MUCH 
ACCELERATED SCHEDULE.

3. MINISTER OF FOREIGN AFFAIRS INSULZA TOLD A 
CONFERENCE OF INSTITUTIONAL INVESTORS ON THE DAY OF 
HIS RETURN FROM PARIS AND BONN THAT THE WORK PLAN 
THE EU IS LOOKING AT FOR ITS NEGOTIATIONS WITH 
LATIN AMERICA IS MUCH SHORTER THAN HE HAD EXPECTED. 
THE NEW TIMETABLE FOR THREE PARALLEL NEGOTIATIONS 
THE EUROPEANS ARE PROPOSING (WITH MERCOSUR, MEXICO 
AND CHILE) WOULD HAVE THE AGREEMENTS ON TRADE IN 
GOODS AND SERVICES SIGNED BY 1999. OUR CONTACTS AT 
THE FRENCH AND BRITISH EMBASSIES AGREE.

4. THE CHILEANS REMAIN VERY INTERESTED IN NAFTA OR 
A BILATERAL FTA WITH THE U.S., INSULZA MADE CLEAR 
TO HIS AUDIENCE, THOUGH "CHILE PLAYS INDIFFERENT IN 
THE PRESS." THE U.S. IS STILL CHILE'S LARGEST 
TRADING PARTNER (IF THE EU IS NOT COUNTED AS A 
SINGLE MARKET). PERHAPS EVEN MORE IMPORTANTLY, 
NAFTA'S HIGHER DISCIPLINES AND ITS BROADER COVERAGE 
ARE WHAT CHILE SEEKS.

5. DESPITE THIS PROFESSION OF INTEREST, INSULZA 
GAVE NO INDICATION THAT HE BELIEVED TALKS WITH THE 
U.S. ARE IMMINENT. IN FACT, HE NOTED THAT CHILE 
HAS BEEN POSTPONING NEGOTIATING DOUBLE TAXATION AND 
INVESTMENT TREATIES WITH THE U.S. ON THE GROUNDS 
THAT THESE ISSUES COULD BEST BE DEALT WITH DURING 
THE NAFTA TALKS. PERHAPS, HE SAID, IT IS NOW TIME 
TO PROCEED ON THESE SUBJECTS.
6. INSULZA DID NOT GIVE SHORT SHRIFT TO CHILE'S 
NEIGHBORS, EITHER, NOTING THAT LATIN AMERICA IS A 
"STRATEGIC ISSUE FOR CHILE." CHILE CAN NOT DO WELL 
IF THE REST OF THE CONTINENT DOES POORLY, HE 
ARGUED. HE NOTED THAT CHILE IMPORTS MORE FROM 
LATIN AMERICAN COUNTRIES (AS A PERCENT OF GDP) THAN 
DOES ANY OTHER LATIN AMERICAN COUNTRY. FURTHER, 
CHILE HAS MORE MONEY INVESTED IN THE REST OF LATIN 
AMERICA THAN ANY OTHER COUNTRY IN THE REGION.

7. COMMENT: AS RECENTLY AS DECEMBER, CHIEF TRADE
NEGOTIATOR FOR CHILE JUAN GABRIEL VALDES TOLD US 
THAT HE SAW AN AGREEMENT WITH THE_EU. 'Hig. THE_MEDIUM
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TERM, AT BEST." THE GREAT VICTORY OF FREI'S TRIP 
TO EUROPE WAS MOVING NEGOTIATIONS TO THE IMMEDIATE 
FUTURE. THIS JUST SERVES ONCE AGAIN TO HIGHLIGHT 
THE SPEED WITH WHICH GLOBALIZATION IS MOVING IN 
THIS CORNER OF THE GLOBE. HAVING POCKETED 
AGREEMENTS WITH MERCOSUR AND CANADA LAST YEAR, 
UNCLAS SECTION 02 OF 02 SANTIAGO 001432

USDOC FOR UNDERSECRETARY EIZENSTAT

WHITE HOUSE FOR COUNSELOR MCLARTY

DEPT PASS USTR FOR BARSHEFSKY

NEC FOR TARULLO

ARA FOR DAVIDOW

E.O. 12958: N/A
TAGS: ETRD, PREL, NAFTA, Cl, EU
SUBJECT: CHILE-EU FTA ON THE FAST TRACK

CHILE IS MOVING FORWARD BY DEEPENING ITS TRADE 
RELATIONSHIP WITH MEXICO (EXTENDING ITS CURRENT FA 
TO SERVICES BY OCTOBER OF THIS YEAR), BROADENING 
ITS LATTICEWORK OF FTAS TO INCLUDE THE EU, AND 
CASTING THE WIDEST POSSIBLE OF NETS BY UNILATERALLY 
REDUCING TARIFFS. WE ARE BEING LEFT BEHIND.
8. WHILE WE CANNOT JUDGE THE OPTIMAL TIMING IN 
U.S. POLITICAL TERMS, THE PERSPECTIVE FROM SANTIAGO 
IS THAT SECRETARY DALEY WILL CERTAINLY FEEL THE 
HEAT IF FAST TRACK LEGISLATION IS NOT SUBMITTED 
BEFORE HE ARRIVES HERE IN MID-MAY.
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Mack McLarty

March 6, 1997

To: Bob Kyle
Bryan Samuel

I need another tutoring session regarding 
Dick Gephardjps commentary, in light of his 
letter to his Democratic colleagues.

We will try to schedule next week if 

possible.

^ S(

Attachment
cc: Eric Farnsworth
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Februaiy26,1996

Dear Democracic Colleague:

Shortly, President Clinton is expected to request that Congress grant new fast track trade 
negotiating authority. I am writing to seek your support for a forward looking agenda that will

human righto here in the U.S. and around the piobe.

This is an important topics Article One, Section Eight of our Constitution yeats exclusive 
authority over international commerce in the legislative branch. In recent years, Congress has 
delegated more authority to the Executive Branch as our trade negotiating agenda has expanded 
beyond tariff and quotas issues.

However, delegating trade negotiating authority should not be an abdication of the 
important role that Congress has in this matter. The Constitution demands, and the American 
people — our constituents — expect that we will fight for their rights and interests in all venues. 
Any delegation of legislative authority over international trade that occurs should be based on a 
complete and thorough debate of the issues and a positive grant of authority.

In my view, the broad delegation of legislative authority involved in fast track isnH a 
privilege to be granted lightly: it has to be earned.

1In 1991.1 supported President Bush’s request for fast track authority tocause I believed.
^ as I do novfi fhaf wa shnuid p»pan|j~fTiirii» We Can't Shy away from the world trading

-I i^ystem. Exports support millions of jobs here In the U.S. We've got to continue our efforts to 
pry open foreign markets to ensure that American farmers, workers and businesses will have the 
opportunity to sell their competidve products abroad.

However, focusing on exports alone fails to recognite that our nation's trade deficit has 
reached historic levels fueled by an increasing flood of imports. Too many ideologues of the old 
status quo are not willing to address the impact of imports. The fact U that imports are having a 

. . tremendous impact on U.S. jobs and living standards. Last year, our nation's trade defleit
reached a new record with a S166.6 billion deficit in goods. Many Americans see themselves as 

C'^nctii^ rather than beneficiaries, of recent trade agreements.

As well, many of our nation’s corporations are using the pressure of international 
competition and the threat of moving jobs out of our country to limit wage and sajaiy increases 
and an a tool in fighting union organization efforts'. During the debate over NAFTA, a Wall 
Street Journal poll of executive.*} found that a majority of executives from large companies 
Intended to shift .some production to Mexico and that a large number intended to use NAFTA '‘as 
a bareaininjg chip to keep down wages In the U.S.” This trend continues; A recent survey 
provided to the U.S. Department of Labor found that in more than half of union organizing drives 
the threat of moving jobs to Mexico or closing plants wiLS used to limit organizing success.



'FEB 27 '97 04:00PM P.3/13

PebruB^y 26,1997 
Page 2

We must not negotiate away ouf ioba and our living standanl b^ed on outdated cheories and 
aaaufoptiona about trade and intem^onal economics. Defetiderg of the status quo seek to define 
the debate on trade as being about either proteetionism or free trade. Labels denigrate the debate 
iuid short-sell the interests of our people. What’s needed is an honest debate about the real issue. 
We need a debate about the facts and our future, not motives and past theories. .

The debate should be atout how i^continue the process of economic integflition in a way 
that is truly We must continue to provide U.s7 leadership

r^without sBllin^ut aveflffia Amcii^ whoworit hard, play by the roles and simply want a fair 

CRHneetCTucceed. ’

We must be ^qy^ng to comor^Mse or negotiate away UuCe^omic inStests ofour 
people. According to a recent survey,^ public is^wing increasingly fruatrated with trade 

treaticTand agreements which a majority beiieves ate sacrificing our jobs, opportunity and " 
econoipic future based on elite establishment projections that, in the long term, we'll all be better 
off. Used in this way, the long-term is simply a debating point: a point in time that may never come.

The primary focus of the current debate over fast track negotiating authority is the goal of 
expanding the North American Ffee Trade Agreement (NAFTA) first to Chile and, ultimately, 
throughout all of South and Central America.

During the debate over NAFTA. I traveled around my Distriet and across the U.S. talking to 
farmers, woricers and businesspeople to Understand what competitive pressures faced our country. 1 
visiied Mexico several times to .see for myself what was happening on the ground. I flew to the U.S. 
side of the border and drove across unannounced .so that I could get an unvarnished view. I talked to 
hundreds of average people. I walked through scenes of environmental and health devastation. I 
knocked on the doors of many companies asking lo see and understand their operations. I dicin’ t 
want to rely simply on statistics or theories. I wanted to nally understand what was necessary fpr 
everyone to benefit,

I supported fast track in 1991 because I believe that we needed a NAFTA. “We can’t ignore 
Mexico. Closing off our borders isn’t an option. The question then, and now, is how do we make 
NAFTA a real force for progress. How do we an agrepmant pmnont^, *
living standards, health and safety for all our people. 1 believed that it was in the deep $elf-intere,st 
of the U.S. to reach an agreement that addressed the issues in a way mat would promote 
fundamentai. long-term change.

Recently David Bonior and I had the opportunity to visit Mexico to review fust hand the 
results of NAFTA. Rather than improving conations, the napta has validated Mexico’s system 
oHabor relations, wage setting mechanisms and environmental enforcement that has damaged ihe 
standard of living, health and safety of the Mexican people. We saw 21** century technology 
combined with 19"* century living and working conditions. The wages and living conditions of 

0^'' -average hard-working Mexicans haveo't improved. They’ve declined. Real manufacturing wages 
^'S'r are now 25% lower than they were when NAFTA began. '
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Since 1980, real manufacturing wages have dropped by about 50%. Evexyone clearly agrees 
that real wage oeellties have accelerated due to the peso erisU. However, it*s important to recognize 
that real wages were stagnating prior to the peso crisis while at the same time worker productivity 
continued to grow. Workers sitnnlv aren't being conmensatiyt relation to their efforts. The peso 
crisis exacerbated the teal wage declines but the problem of inadequate compensatibn has much 
deeper roots in the Mexican economic and legal system.

There has been a tremendous increase in the number of maquiladora plants and an almost 
in the maqull^ore work force along the border since NAFTA began—plants that are

almost exclusively cleared to send their exports into the U.S. During the 1993 debate on NAFTA's 
passage, proponents in Mexico and the United States said that NAFTA woijild eliminate the 
incentive to create maquiladoras. Investment in maquiladoras in the state of Baja California has 
surged by more than 3S% over tlie past year alone. Since the Start of NAFTA, hundreds of 
thousands of Jobs have been shifted to maquiladora plants. These jc^ pay wages on which it's 
almost impossible to raise a family. We met family after family who said that they simply couldn't 
make ends meet — a gallon of milk costs almost three hours of wages. Okie mother told me her 
children were lucky if they got to drink milk once a week. Almost everyone in the fiunily is forced 
to work simply to get by.

Mexican workers are viewed slmolv as producers, not consumers. Many of the 
maquiladoras experience turnover rates of 100% or more. As wage increases are virtually 
nonexistent, workers have little recourse — many act like economic nomads going from plant to 
plant hoping for the slightest advantage to survive. Some return home. Many decide that the only 
ticket to a better life is to cross the border into the U.S. No One can live on much more than a 
survival basis working in these plants.

We drove by industrial, parks where the companies continue to dump their toxic wastes at 
night into the rivers where people bathe. We saw fUmiiure plants using hi^y toxic solvents and 

finishes that once operated in California and throughout the U.S. which had moved to Mexico 
because, as the General Accounting Office pointed out, of lax environmental enforcement. We 
revisited an abandoned lead recycling facility that I had visited on an earlier trip to the area. Tarps 
now covered the huge mounds of waste, yet nothing has been done to really clUn up the site. Just 
feet away a dairy farm continues to operate. The milk from these cows is drunk by the kids in the 
area — those that can afford it. High blood levels of lead continue to plague the surrounding 
communities.

Not only have things not improved in the border area, but since NAFTA they*ve gotten 
worse. The only positive sien for me was that the Mexican people continue to ha^etiQBB> Tjiey are 
proud people who simply want a chance to provide for themselves and their families. While the 
l^er is only miles away, and it beckons far 1m many people, xi^i want to sta;pn Mexico because 
they love their country. Yet, many find that the pressures of daily life along the border and 
throughout the country are too great. Couatles.s people continue to cross the border into the U.S. 
every day with the hope of a better life.
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Some an pointiog to the fact that we need to recognize the Impact that has
had in Mexico. 1 agree that the impact haa been devartatine. But, the neeative trenda under 
NAFTA in our trade balance rod in real wages for Mexican workera were in oiace before the pcao 
crisis hit. Months before the December 1994 peso craah. the U.S. trade surplus with Mexico had 
already turned into a monthly deficit. And, as I wrote to the President before the peso crisis 
occurred, the crisis was foreseeable. I warned, as many others did, about the overvalued peso and 
the threar to our economy that would result if the issue was not dealt with during the jiegotiations.

Some are also highlighting the repayment of the billions of dollars in loans that we made to 
Mexico as pare of the peso bailout as a real sign of success. Clearly, we’re all pleased that Mexico 
has refinanced these loans. But let’s recognize that Mexico has repaid this loan in two ways. First, 
they’ve shifted some of their borrowing to other countries. Second, we ran a more than $16 billion 
trade deficit with Mexico last year alone and have amassed more than S33.6 billion in tid5e^eBc!ta 
with Mexico since the peso crisia began. In other words, many American worfcers have repaid 
Mexico’s loans with their jobs and living standard.

As 1 said, I supported President Bush’s request because I believed thai we should seek to 
pv ^ negotiate new trade agreements that expand opportunity. I spent several months negotiating with 

President Bush and his Administration about what our objectives should be. I believed than, as I 
f ^ believe now, that President Kennedy was right when he said in his first inaugural address; “Let us 

never negotiate out,of fear, but let us never fear to negotiate.’’ I’m confident that if we understand 
and fight for our objectives, we, can reach good new agreements.

But there is a key difference between the debate in 1991 and today. In 1991 we were dealing 
with abstracUdeas. Now we have had three years of real life experience under a specific set of rules 
embodied in the NAFTA. I believe that it would be a fhndamental mistake to simply extend the 
current NAFTA. It simply isn’t working.

Why isn’t NAFTA working?

The single biggest flaw in the NAFTA was its failpre to adeouateiv address iiidustrial 
relations^ uie right to stnire, the right to organize and the right to ^iy associate. We’ve seen 

clearly that the failure to adequately enforce such core labor laws in Mexico means that Mexican 
wages have failed to rise. Nationi^y, wages areJiasicallv canoed under the agreement known as ”E1 

Pacto.” Additionally, as numerous workers in Tijuana told David Bonior and me recently, the 
maquiladora owners also privately set minimum and maximum wages so that they don’t compete 
for workers on this basis.

While U.S. businesses were able to demand a provision in the NAFTA that requires that 
Mexico enforce it’s intellectual propeity laws, and is ableio,»se4rarle4gnctlons. crJiQiDjBl.^aities 
and impoundmeniotaeods to enfo^ these mcasuresT5ie6.i8jiolimil^_____ ______  ^ ________________________ ____  ___ ____ J fr**-
of Mexico’s labor laws w, for that matter. Mexiro’s environmental laws/ Thus, if Mexico’s failure 
to enforce it’s labor laws results in Mexican worker wages being held down and their rights 
abrogated, there is little that we can do odter than complain. So far, the few comnlaims that have 
been brought under the labor side agreement have made little or no impact.
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Five cases Concerning Mexico have been brought under the labor side agreement for labor 
violations in Mexico. As a result of these cases, no union has been recognized in Mexico. There 
has been no noticeable change on the ground. Take tot example the cases at General Electric in 
Ciudad Juarez or Honeywell in Chihuahua where woifeeiB were fired trying to organize independent 
unions. Those unions remain unrecognized. Those workers have not been reinstated.

The workers that David and 1 talked to told stories very similar to the ones w| heud during 
the NAFTA negotiations. Worker after worker told us how there was no ability to try and fight for 
better working conditions. If you complained, you were fired. Many told how the maquiladora 
owners kept lists of '‘problem” employees who were blacklisted because of their complaints. Many 
are arrested for their activities on trumped up charges.

Several workers told us they didn’t even know if there was a union contract or, if there was, 
they had no idea who their union representative was. The union was a sham, but there wasn’ t 
anything they could do about it.

rf we don't have an effective way of addiBsain^ this problem. Mexican workers aren’t going 
^ to get a fair deal. They won’t be fairly comp^ated for their hard work. We won't create and ^

. < p expand the middle class that can buy our products and ^leviate the_downward pressure Ofl our
^ ' people'swageT^I^^^^Ete^^a^^teT88ueriUias.atiJinpBcLQiLMexicazL!iuo£kera^adour

workers. The onlytfuly ^cctive way^ dealing with this issue is being able to resort to trade 

sanctions if all else fails.

r The promise of NAFTA was to be greater oPDOrtunity and increased standards of living in
^ ' all three countries. *yhat has not been the case. If Mexican workers can’t bargain for higher wages,

/they won’t expand the middle class that can purchase U.S. products. Indeed, since NAFTA, the 
/< percentage of Mexicans considered "extrem^Y 3in 1993 to 30% in 1996. Two

lout of three Mexicans now report that their aeisonal economic situation is worse than before 
^AFTA. And, the downward pressure on our wanes will continue.

As we seek to ensure adequate enforcement of labor laws, we need to seiioiudy examine the 
need to provide for cross-border organizational rights for our labor oifanizotions. Because of 
government dominated labor movements, coercion, and inadequate enforcement stnicturcs, it may 
be that the situation could be materially improved through the assistance of U.S. or other 
intemational labor organizations. As our businesses are able to form new alliances and have acces.s 
to the enforcement process, our labor unions should have the same rights as well.

In the area of the environment, the inctease in post-NAFTA border production has increased 
the border population and industrial and toxic emissions and waste. Yet, the promised 

^ improvementB to the existing KAivt^ir hff*'*' ""vironmental d^aee have not o^urred.
A' The NAFTA environmental .side^agfiement is simply inadequate te theteSk:^
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To date, leas ihan a handful of projects have been approved fbr funding by the NAOBank 
and through the BBCC. While projects have languished before these organizations, the health and 
safety of people on both sides of the border deteriorates. These organizations must begin to really 
fulfill their intended piiipose and focus on the needs of the people live on and near the border — not 
just companies that arc seeking to have their costs underwritten and defrayed by public funds,

We also need to be able to hilly understand tha potent^ impact of fiiture trade-agreements 
on the world’s environmenL We must carefully balance economic development and environmental 
protection. To do this, we must have complete environmental impact statements conducted as 
negotiations proceed.

I am unwilling to support new trade negotiations that do not address these fundamental flaws 
by including labor tights and the environment u chapters in the core of the agreement equal |n 
stature and force and linked to provisions on investment and trade. And, such labor and 
environmental provisions must be fUlly enforceable with access to trade sanctions where necessary. 
Access to the ^ozeement process for average citizens and non-governmental organizations must be 

provided. Transparency throughout the process must also be assured.

These issues must not be covered in separate side agreements that can later be rejected by the 
Republicans, but as integral parts of the agreement itself. For me, this is not. negotiable. Trade, 
labor and the environment are inextricably intertwined. Tnule agreements should not become 
vehicles to undermine progress in these Important areas.

Scope of authority

Over the past four years we have signed more than 200 new trade agreements—NAFTA 
and the OATT among them. While! support expanding our export opporUmities and enhancing the 
rules of trade, I do not believe that a case has yet been made for broad fast uaek authority.

l^t year 1 joined with then Secretary of Commerce Kantor and Senator Holiings in calling 
for dramaticdly expanded trade monitoring and enforcement capabilities. It was my^belief " and 
continues to be my belief—that we should seek to capitalize on and learn from existing trade 
agreements before we haphazardly seek to engage in new negotiations simply for the sake of 
negotiating.

In the first six months of its operation the trade monitoring and enforcement unit at the 
Department of Commerce has already begun to root out substantial problems in the carrying but of 
our trade policy. I commend the Department for its attention to this area. It would be unwise to 
proceed in new areas before we uriderstand what has and hasn't worked.
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Accordingly, I believe that we should limit any grant of fast track authori^ — if the issues 
that I have raised are addrpggfd — to bilateral negotiations with Chile or to remedy .the flaws in the 
NAFTA before we proceed on any accession agreements. Indeed, our former colleague Bill 
Richardson, now serving as U,S. Ambassador to the United Nations, and I introduced .Chile-only 
fast track legislation in 1994. While the legislative language is out-of-date, the approach of moving 
forward only with Chile, witfi significant changes from the 1994 NAFTA, should be the basis for 
any new trade negotiating authori^. This proposal, and one I made later that year, provided trade 
negotiating authority while including significant procedural safeguards to protect Congress’ 
interests.

1 have been frustrated by the Administration’s reluctance to provide factual analysis pn our 
trade agreements and ongoing negotiations. Let me give you a few examples. Authority is being 
requested to expand NAFTA even before the congressionally-mandated July 1997 review is 
complete.' I requested that the Intemational Trade Commission do an analysis of the potential 
impact of allowing China to join the World Trade Organization. The ITC refused this request. As 
well, X requested that the USTR endorse my request, as provided for under current law, to force the 
rre into acting. My understanding is that the USTR wants to limit the scope of the ITC’s 
examination of these issues. Our Department of Labor has not released the survey it commissioned, 
which I mentioned earlier, that shows how companies are using the threat of moving jobs out of the 
country to limit union organising success. There are many other areas where the debate is not being 

joined or is being stifled.

A case has not been made for providing trade negotiating authority in an open-ended way. 
That would be an overly broad delegation of Congressional power. Let's review where we are. 
what’s been accomplished, and what needs to be accomplished before we provide broad trade 
negotiating authority. I believe that there will be broad bipartisan support on this point.

. Upward HannonizatSou:

Our first Step in reaching new trade agreements must be to require that all signatories enforce 
their basic law.s. We should expect that as we engage In negotiations, the rule of law that a country 
has on its books — in its Constitution, statutory and regulatory manifestations — be folly enforced.

But this is the starting point, not the end, of our efforts. 1 commended the Mexicans during 
the negotiations for many of the laws that they have had on their books — especially those 
represented in Article 123 of their Constitution pertaining to basic labor rights. The first and most 
fundamental problem we faced, and continue to face, with Mexico is inadequate enforcement.
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Chile, on the other hand, has not made similar progress in tenns of its basic body of labor 
laws. While Chile's efforts at democratic and political refoim deserve our recognition and support, 
Chile's progress in advancing labor rights has fallen short of the mark. The labor law put in place 
during the Pinochet dictatorship remains in effect, thwarting organizing efforts. Large groups of 
Chilean workers are effectively bamed from being able to engage in collective baiga^g; rural, 
forestry, construction, and fisheries workers. Where the Chilean labor law even alWs contracts to 
be collectively negotiated, they are limited in scope to plant or enteiprise bargaining with a ban on 
industry-wide organizing.

It's important to recognize that President Plrei's government has offered a number of 
important iabor law reforms that would improve Chile's legal foundation. But these refonns have 
been blocked by business Interests and the Pinochet faction in the Chilean Senate. A precondition 
for reaching an agreement with Chile should be the passage of these and other reforms. As we have 
demanded that other countries improve their intellectual property protection laws prior to entering 
into agreements with them, we should require the same approach with regard to labor laws.

There also are improvements necessary in Chile's environmental laws. The most glaring 
problem is that regulations have yet to be issued to implement Chile’s 1994 environmental law. In a 
resource rich economy where four categories of natural resources — agriculture, forestry, ftsheries, 
and mining — comprise 80% of all exports, this is a fundamental problem.

Clearly Chile has made great strides in advancing democracy ~ strides that I and many 
others applaud. We need to woik towards further enhancing and deepening the progress that has 
been made. We have the opportunity to reach a good agreement with Chile. But, before we sit 
down at the bargaining table, we have an obligation to consider what a “good agreement” really 
means. And we have a right to say to the people of Chile: weTl start a new trade partnership — but 
not if it means trading away our values. Not if it means lowering our labor and environmental 
standards or standard of living. Instead of raising yours.

Let’s recognize that what we're talking about is comprehensive economic integration 
between our countries; This is more comprehensive than the average trade agreement which simply 
don’t address these important issues. We're talking about a form of economic marriage. As such, 
we can, and must, expect to have a comprehen.sive discussion of these issues. If the agreement is to , 
be a force for progress, it must address more than minimal standards. It has to ensure that the 
opportunity growth and economic advancement are possible. If we limit the debate by failing to 
address all the important issues we put our people's standard of living at risk.

During the NAFTA negotiations 1 and many others were told that we would be able to 
change the agreement once it had been signed into law. We were told that a process existed that 
would allow for negotiation and renegotiation of various changes.
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This was essentially a false promise. The ability to achieve results exists during the 
negotiating phase — not afterwards when our negotiating leverage has been lost. Rather than set an 
arbitrary define for completing negotiations, or being willing to accept a less than desirable re.sult, 
we should remain at the negotiating table, or be willing to leave that table, if our national interests 
aren’t furthered by the text of the agreement.

But in addition to the changes that should be made as part of any agreement, we heed to 
recognize that further upward harmonization is necesaary in labor and the environment and other 
important areas. We need to fmd a process that will ensure Anther progress, over time. A process 
that ties further trade liberalization — possibly within the context of the agreement — to other 
important improvements would further our interests in these vital areas.

Monetary Kiowa;

1 pointed out earlier that I and others had raised during the NAFTA debate the threat that a 
devaluation of Mexico's peso could have on the U.S, and on the potential benefits that could result 
from any trade agreement with Mexico. Terms (0 counter major current fluctuations is an 
appropriate area for negotiation as part of any trade agreement.

During the peso crisis Administration officials pointed out the contagious effect that 
Mexico’s problems could have on world financial maricets. They pointed out that currencies and 
markets around the globe from the Thai baht to the Italian lire — were effected. The bipartisan 
leadership on both sides of the Capitol supported the President’s call for action.

But that call for action might have been avoided had we been aggressive with Mexico in 
addressing their economic policies during the course of the NAFTA debate. We must not allow 
this mistake to be made again. Congress’ reluctance to support the peso bailout was a harbinger of 
future reluctance. The international financial system is not yet fully equipped to deal with a similar 
threat in the future. New trade agreements must address the issue of capit^ flight and currency ' 
stability.

Why must certain Issues be covered In the core of the agreement

Coverage of labor and environmental issues must be included as a ch^ter in the core 
agreement, rather than included as side agreements as was done in NAFTA. Given the expan.sion of 
the impact of trade disciplines into the realm of domestic standards, coverage of labor and 
environmental issues is now as important to the success of a trade agreement as "traditional” trade/ 
issues.

A number of Republican membeia have indicated that they are willing to allow the 
commercial components of a trade agreement to be considered under fast track, but that other issues 
— labor and the environment and possibly others — might be subject to amendment. We cannot 
allow for some issues to be considered under procedural rules favoring passage and others under 
more cumbersome procedures. These Republicans want to try to delink labor and environmental 
issues from the trade agreement. This is simply unacceptable.
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It’s important to understand that any changes to the core agreement would require 
symmetrical changes in other countries. If we were to accept coverage of labor and environment 
and other issues under side agrcements and these provisions >Vete not agreed to by cither the U.S. or 
other countries, (he core of the agreement could still stand. Only by including these issues in the ^ 
core of the agreement can we ensure that they will either be part of the law, or the entire agreement 
will fall. The rules of the game must be as fair and effective for our workers as for our patents.

Human Sights Rule of Law

The adequate protection of human li^ts should be a basic standard we apply to our trade 
relations with any country. Our basic values and interests should not be auctioned off to the highest 
bidder. The moral leadership of the United States has acted to promote change around the globe.
We must not debase this basic interest.

It's also important to understand that advocacy of human rights promotes, not undermines, 
our economic interests. A country that does not protect human rights does not afford its people the 
ability to demand ffdr compensation for their efforts. The result is that we fall to lift up the standard 
of living of people in other countries. This means that we are not expanding the class of consumers 
who can purchw our exports and we are putting downward pressure on our living standard simply 

to compete.

Our business community also needs to understand that promotion of human rights is a 
question of the rule of law, A country that falls to enforce its laws In this important area may refose 
to adequately enforce its laws, that protect our business interests as well. We have clearly seen this 
in China where the disdain for the basic rule of law as it relates to human rights has a parellel in 
China’s failure to adequately protect intellectual property, failure to adequately abide by Us market 
access commitments and its failure to follow the rule of law in many other areas.

Trade in narcotics

I believe that we must address narcotics flows as part of any future trade negotiations. As 
we seek to enhance the flow of goods and services through easier access between and among our 
trading partners, we must recognixe the risk of increased drug trafficking. As we ease the way for 
products to come to our shores, we increase the ability of drug traffickers to take advantage of 
relaxed customs procedures.

It’s appropriate and, indeed, vital that we address this issue as part of our trade negotiationa. 
Failure to aggressively address this issue will undermine our ability to stem the flow of drugs.
We' ve already seen the impact of the failure to address this issue as pan of the NAFTA. Estimates 
indicate a dramatic rise in the drug trade with Mexico.

Clearly enhancing economic opportunity in other countries through greater trade will help to 
ease the pressure on the population to engage in drug production and trafficking as growth and 
opportunity rise. But it would be. naive to believe that this will occur quickly and that there will be a 
wholesale replacement of the financial benefits in the drug trade.
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Drug use by our nation's children is on the rise. While we must do all that we can to reduce 
the demand for drugs here in this country, we must also take advantage of every opportunity to 
reduce the supply of drugs. This is not a problem to be swept under the rug.

Transition

The American people know that our future lies in expanding economic engagement, not 
shying away from it. Given ^ trade niles, American liuiners, workers and businesses can out 
compete anyone.

But even with further economic integration under fair rules, we've got to recognize that there 
will be a price to pay for some Americans. While observers fbciis on the big winners, as elected 
public officials, we’ve got to focus on making ordinary people winners as well.

During the NAFTA debate I argued strenuously on this point On two occasions I invited 
officials from the European Union to meet with me and other memben of the Democratic Caucus to 
learn how they had addressed the integration of Spain, Portugal and Greece into the BU. To thi$ 
day, the BU continues to focus bn structural adjustment Issues as a vital public policy issue. Since 
the integration of those countries into the BU, well over $100 billion has been spent on integration: 
efibrts. The leaders understood the need to seriously address the in^iBct of integration and address 
any dislocation or disruption in the economy. Clearly, any program we look at would, at best, only 
spend a fraction of this amount, but it's clear that we Just haven’t be^ serious about this issue. We 
need to have a comprehensive debate about this issue.

To date, over 109,000 people have been certified for NAFTA Trade Adjustment Assistance 
benefits. Many, many more were disqualified because of the diffleulty in qualifying for assistance.
And, many others never applied because of inadequate information or understanding about the 
cun-ent program. And, the program needs to be expanded to increase individual eligibility and to 
cover finns that need assistance as well. Employees should not have to relocate themselves and' 
their families because their firm and community has been adversely affected — we should also find 
ways of helping finns shift their focus to new product lines and endeavors so that we prepare for 
change, rather than protect against it.

• "
In the past, transition assistance here in the U.S. has been an afterthought rather than an 

integral part of our trade policy formulation. This Is a fundamental mistake. If we are to build 
public support for forther trade expansion efforts we’ve got to seriously address this issue.

I believe that now is the rime for a comprehensive trade adjustment assistance program to be 
put in place that will provide the foundation for any fUlure trade expansion efforts. We most not 
allow future trade agreements to proceed without an adequate transirion program being adopted that 
is directly linked to the consideration of the trade agreement in Congress.
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Foreign Comipt Practices

At the Miami Summit of the Americas in December, 1994 die issue of foreign corruption 
was highlighted. Former Commerce Secretary Miclcey Kantor spent a great deal of effort 
highlighting this issue and seeking to promote positive solutions.

Across the globe U.$. business interests are prohibited ftom offering bribra ur engaging in 
other corrupt practices, rightfully so, to expand their business interests. Rather than- handcuffing our 
businesspeople as they seek to do business, we need to aggressively sedc ways to rein in foreip 
corrupt practices that seek to pit one business against another to win a contract. Future trade 
agreements must seek to addtus this issue.

Length of authority

trade negotiating authority Is to be granted, it will essentially be a Contract with President 
Clinton as to what powen and authority are delegated to him and his administration by Congress. 
While I believe that this grant should be as specific as possible, we must recognize that the authority 
will also depend on the intent and beliefe of the President.

Accordingly, I bdiieve that Congress should be extremely reluctant to grant fast track 
authority beyond the current term of the President. Each President should have to make his or her 
case to the Congress and the American people as to how the authority is to be used.

Conclusion

I know that this letter is long, but the issues are important and complex. And, believe it or 
not, there are many other trade^ielated issues that demand attention — the treaiment of indigenous 
peoples, and money laundering to name just two.

We need to have an engaged national debate on these issues in the country, not limit them to 
the back rooms in Congress. I hope that you will join with me in this debate so that we can ensure 
that future trade agreements enhance opportunity for all our people.

We must not be bound by aibitraty deadlines or the threat of lost oppoitunities. The United 
States is still the most open market in the world, And, it is the most desiiible consumer market.
We should be willing to use the leverage of access to our market to ensure that the rights and 
Interests of our fanners, workers, businesses, public health and the environment are advanced, not 
undermined, by economic integration. I’m confident that an open, honest debate can yield positive 
results here at home and around the world.

Sincerely,

Richard A. Gephardt 
House Democratic Leader
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I T
^he U.S. government this 

week will release final trade 
figures for 1996. Before they 
disappear into the Cuisi- 

narts of the spin doctors, Ameri­
cans would do well to focus on what 
they portend.

Since 1992, exports have indeed 
grown, as President Clinton boasts, 
by 6 percent a year. But imports 
have exploded by more than 9 per­
cent a year. In 1996, the U.S. mer­
chandise trade deficit hit $170 bil­
lion, perhaps the largest wealth 
transfer in history. Under Mr. Clin­
ton’s trade policy, the U.S. deficit in 
goods has more than doubled!

Big winner; China. In 1996, 
China’s merchandise trade surplus 
with the United States hit $41 bil­
lion, second only to Japan’s $47 bil­
lion. What will the Chinese be buy­
ing with that hoard of dollars?

A September story in Defense 
News — “France Opens Arsenal 
Door for Chinese” — reports that a 
32-man Chinese delegation was in 
Paris shopping for air-to-air missile 
and submarine technology. Said 
one expert, there have been 
reports, “that France has already 
provided some systems for China’s 
new Song-class submarines, and 
submarine technolo^ is near tlie 
top of China’s shopping Ust.”

Whose Pacific fleet do you sup­
pose those Chinese submarines will 
be tracking and targeting? Rick 
Fisher, an analyst at the Heritage 
Foundation, was quoted, “European 
aircraft and ships will never be put 
at risk in a future Asian conflict 
with China. But European-derived 
weapons could conceivably be 
aimed at Americans.”

Runner up in the trade lottery: 
Mexico.

In 1992, America ran a $5 billion 
trade surplus in goods with Mexico. 
In 1996, post-NAFTA, we had a $17 
billion deficit. If $1 billion in exports

Economic winners and losers

TRADE
DEFICIT

equals 20,000 jobs, as Mr. Clinton 
claims, U.S. workers last year lost 
340,000 production jobs to Mexico.

Included in those “exports” to 
Mexico is machinery for the new 
plants being opened there at the 
rate of two a day, as factories are 
being closed and shuttered in the 
United States.

The combined U.S. trade deficit 
with NAFTA partners Mexico and 
Canada is now $40.5 billion — with 
$21 bmion of that deficit in “road 
vehicles.” Watching United Auto 
Workers officials work to re-elect 
BUI Clinton was like watching chick­
ens work on a fund-raiser for Frank 
Perdue.

A new winner in the trade statis­
tics: Indonesia. In 1996, the U.S. mer­
chandise trade deficit with Jakarta 
was $4.6 billion, triple what it was 
when Mr. Clinton took office. The 
Riadys, Mochtar and James, made a 
wise investment in Bill Clinton.

Last week, the New York Times

ran a graph titled, “End of a 
Drought?” It was based on real 
hourly wages paid to U.S. workers 
in private industry and contained 
dramatic news: In 1996, the real 
wages of U.S. workers rose to the 
same level they were at — in 1965!

In 1996, real wages were $11.98 
an hour, almost $2 below the $13.78 
per hour of 1973, America’s best 
year. That year was about the same 
time America’s traditional trade 
surpluses began to vanish and our 
enormous trade deficits began to 
appear.

Let it be said directly: Between 
the collapse of U.S. wages and the 
booming prosperity of Asia, the cor­
relation is absolute.

American workers can thank the 
cheerleaders of the “global econo­
my” and the champions of “global 
free trade” for the fact that they 
make 13 percent less than what 
their fathers did. It is upon the 
backs of America’s manufacturing

workers that the Asian economies 
are riding so high. U.S. lobbyists for 
Asian interests have done their 
work well. Last year, our merchan­
dise trade deficit with aU of East 
Asia was $115 billion, a net trans­
fer of U.S. jobs, factories and wealth 
equal to the ^dss national product 
of many foreign countries.

America’s elites have not gone 
unrewarded for the sellout of our 
working people. Corporate profits 
are soaring; the stock market is 
booming; the 401k pension plans 
are flush; and America’s downsized 
companies run the laggards of 
Europe off the road.

How did America’s companies 
become the most competitive? By 
ceasing to be so “American;” by 
becoming “global companies.” By 
closing down plants and factories in 
the United States, getting rid of 
those high-paid American workers 
and siting new plants overseas, 
where labor is productive, inex­
pensive, appreciative and docile.

The success of the new transna­
tional companies has been paid for 
by the shrinkage of the U.S. manu­
facturing labor force, the ripping 
up of the old social contract and the 
compression in wages.

In Europe, they are paying in 
record unemployment. Unemploy­
ment is nearly 12 percent in France 
and Germany. The last time it was 
that high in Germany —1933.

The great game of “Global Econ-: 
omy” wUl continue, until the losers 
come to understand that it is a fixed 
game they cannot win.

Then, the table will be upended.

Patrick Buchanan is a national­
ly syndicated columnist.

PHOTOCOPY
PRESERVATION
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NAFTA headed back to Congress
-j

Deal ‘undecided’ 
on including Chile
From staff, wire reports

Including Chile under 
NAFTA could be a step 
toward creating a West­
ern hemisphere free- 
trade zone. And the Clin­
ton administration is 
counting on Chile’s presi­
dent to push Congress in 
thatdireclion.

But the idea’s harshest

critics aren’t on Capitol 
Hill. They’re the thou­
sands of Americans 
whose jobs have gone 
south to Mexico.

The question on a new 
NAFTA is whether Con­
gress will listen to Ed­
uardo Frei, its Chilean 
guest this week, or to 
folks like Gary fleftier, 
unemployed American.

Hefher was laid off last 
month after a 30-year ca­
reer at a General Electric 
plant in Hickory, N.C. For 
40 years, the plant made

Nathan
Deal
Said review 
of NAHA 
should 
look at 
what jobs 
gahed and 
lost

electric transformers lo 
power America.

Last year, Hefner and 
300 co-workers received 
notice: Operating the 
Hickory factory was no

longer profitable, GE was 
shutting it down and mov­
ing the work to Monte­
rrey, Mexico.

’’They put us out to pas­
ture because we were 
making $15 hourly wages 
and They could get the 
work done in Mexico for 
33 cents an hour,” Hefner 
said.

Opponents of free trade 
have made similar 
charges since Presideiit 
Clinton went against la­
bor unions and many in 
his own party in 1993 to

push the North American 
Free Trade Agreement 
through Congress. The 
1997 replay promises an 
even tougher fight.

U.S. Rep. Nathan Deal, 
a Lola Republican who 
voted for NAFTA when it 
passed hi 1993, said Sun­
day he hasn’t made a de- 
cislon on expanding 
NAFTA to include Chile.

“I’d be reluctant to in­
clude Chile until we get 
more statistics on NAFTA 
in its current state. What 
jobs have we gained,

what have, we lost anc'~ 
what our projection: 
are,” Deal said.

Opponents have armet 
themselves with statistic 
showing swollen tradt 
deficits with Mexico anc-,, 
Canada since NAFT.V ™ 
birth.

Clinton blames factor 
unrelated to NAFTA. H. m 
argues that unless Cori- 
gress quickly renews hil;^ 
authority to expan-'^i 
NAFTA, the Unite-s 
Slates risks losing t® 
European and Asian com^ 
petitors. m


