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Ford: I had ‘fast-track’; 

Clinton deserves it, too
By Gerald R. Ford

In 1974, a Democratic Congress 
gave me “fast-track" authority, 
enabling my administration to ne­
gotiate tough new trade agree­
ments to open markets for U.S. 
exporters. Today the Republican 
Congr^ should give that same 
authority to President Qinton.

One may wonder why a former 
Republican president is calling 
for new negotiating authority for 
a Democratic president The an­
swer is quite simple: It is the right 
thing to do for America.

For over 60 years, U.S. trade 
policy has enjoyed strong biparti­
san support — as it should. In­
deed, most trade agreements 
have won solid congrosional ma­
jorities. The so-called Tokyo 
Round of the GATT, which start­
ed during my administration and 
concluded duriqg President Car­
ter’s, passed the Congress with 
only 11 votes opposed.

The U.S.-Canada Free Trade 
Agreement negotiated during the 
Reagan administration, passed by 
9-1 margins in the House and the 
Senate. And the Uruguay Round 
of the GATT, negotiated by the 
Reag^, Bush and Clinton admin­
istrations, passed both houses 
with majorities from both parties. 
Congressional approval of the 
NAFTA was a closer call, but this 
was the exception rather than the 
rule. Over the past 25 yearn, our 
trade policy has had solid, biparti­
san support because open trade is 
deeply in our national interest 
Trade policy has been and should 
continue to be bipartisan; fast- 
track should be no exception.

The United States, more than 
any other nation, will benefit 
from new market-opening trade 
agreements. Wd are the world’s 
largest exporter, with more than 
11 million U.S. jobs supported by 
exports. Exports have consistent­
ly accounted for more than one- 
third of U.S. economic growth. 
Yet while the U.S. market is open 
to foreign products, foreign mar­
kets remain closed to ours. Tough 
new trade agreements will level 
the playing field for U.S. exports.

Moreover, as we debate fast- 
track, other countries are negoti­
ating their own trade agreements 
without the United States. Since 
1992, over 20 preferential agree­

ments have been signed in this 
hemisphere and in Asia without 
the United States. Every major 
country in this hemisphere has a 
trade agreement with Chile ex­
cept the United States. Each one 
of these agreements allows other 
countries to pay lower tariffs than 
we do, putting U.S. companies at a 
disadvantage. Recently, Europe 
announced plans to negotiate a 
free^rade agreement with key 
countries in Latin America — 
again, without the United States. 
The UnitedStates should be at the 
center of these trade agreements. 
But without fast-track, we don’t 
even have a seat at the table.

Finally, fast-track is essential 
for continued U.S. leadership on 
all issues. As the world’s only eco­
nomic and military superpower, 
the United States must lead the 
world on issues ranging from nar­
cotics to nuclear proliferation. 
But if we cannot deal with other 
countries on economic and trade 
issues, they will not deal'with us 
on issues like drugs and immigra­
tion. The United States must lead 
the world toward a more open, 
prosperous global economy. But 
without fast-track, the United 
States is related to the sidelines.

As president, I spent countless 
hours pressing leaders from East­
ern Europe, Latin America and 
Asia to privatize state-run econo­
mies, open markets to foreign in­
vestment and undertake demo­
cratic reforms. My successors 
have consistently pursued similar 
goals. Other countries are begin­
ning to practice what we have for 
so long preached. Democracy 
and open markets are nourishing 
in Eastern Europe, Asia and our 
own hemisphere. It would be trag­
ic if — precisely at the moment 
countries are making these bold 
reforms — the United States 
turned inward.

Congress’ decision on fast-track 
is about more than just trade. It is 
really a question about the future 
direction of this country. Will we 
continue to lead the world, or will 
we hide behind our fears and let 
others take our place? The world 
is watching. It is time for Congress
— Democrats and Republicans
— to stand and deliver.

Gerald R. Ford is former presi­
dent of the United States.
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El Nino not worth all the ink
By Ben Stein

This is what really happens In southern Calilor- 
nia when El Nino makes the rains come: It rains 
about what an Easterner would consider barely 
normal for a winter, or less. The skies actually 
get cloudy and stay 
cloudy for full days on 
end.

There is sometimes 
both rain and wind.
Trees sometimes fall 
down. There Is 
flooding in low-lying 
areas. Basements 
leak and get water 
In them. One’s Income 
tax documents fl-om 
1988 get soaked. Roofs 
get leaks, and Angele­
nos spread plastic 
sheets over them and 
lay out acres of pots and 
pans In their living rooms.
Ants flee Inside bouses.

Underpasses get flooded.
There are traffic jams on the 
already difficult freeways.
Sometimes power goes out, although 
rarely.

In low-l3Ting areas where unscru­
pulous people have put trailer courts, 
sometimes trailers get carried away. And 
there can be loss of life, although in­
comparably less than what comes from 
smoking or being overweight in southern 
California day by day.

That’s pretty much It for El Nino.
Life In southern California under the reign 

of the weather phenomenon that’s been getting 
so much Ink and prompting 
visits from political 
heavyweights like Vice 
President A1 Gore last 
week is like life in East­
ern cities in the spring 
and fall. No worse and 
usually better.

After the storms of El 
Nino, the skies are 
stunningly clear. We 
can see out to Cat- ^ 
allna and the \ w 
Channel Islands, r fT O
We can see the f ) c '
snow on the tops of *— 
the San Bernardi­
no Mountains. To 
be able to walk 
under palm trees in 
your shorts and shirt 
sleeves and see snow 
in the distance on one 
side and Catalina on 
the other — that’s 
an El Nino winter.

There is fantastic 
surf. We middle-

aged, clumsy people rarely can take advantage 
of It, but true surfers love It and pray lor El Nino 
winters. The beaches get pounded, and owners 
of multlmllllon-dollar beachfront homes get water 
coming into their dining rooms, but then they can 
tell stories about it at the studio commissary for 

years to come.
The water level at our 

reservoirs rises. Plants that 
have barely eked out a life 
grow large. Our air is dra­
matically cleaner and easier 
to breathe.

For those of us who have 
lived through a couple of 
Califoniia El Ninos, Its a Uttle 
bard to understand the East­
erners’ fascination with it 

Stories come out saying we

are perched on the edge of apocalypse, when the 
worst that really happens is that we need a new 
roof or some new basement carpets. Why? Forget 
the mystery of where El Nino comes from. Where 
does the East’s obsession with our weather come 
from?

Maybe from the deep envy of the lovely weath­
er we typically have. Maybe the people freezing 
and slipping and sliding in Manhattan can imagine 
that for once LA., the city that people love to hate, 
has the worst of IL Maybe It’s because life Is usu­
ally so incredibly easy weatherwise in southern 
California — and Easterners know it — tiiat when 
El Nino strikes they can think, yes, there is a rea­
son why we didn’t move to California long ago.

For reasons of envy or Just confusion. Eastern­
ers love to think that the end is nigh for southern 
California ’Fhe earthquakes will do it If not them, 
the riots. If not the riots, the fires. And if not any­
thing visible, then a recession.

But Los Angeles and southern California just 
keep rolling along, like Old Man River, mellow, 
powerful, hustling and languid all at once.

Envy won't stop us, and neither will El Nino.

Ben Stein is a writer, actor and host of Comedy 
Central's Win Ben Stein’s Money.

How much trouble does 
El Nino cause?

USA TODAY

Many experts are 
predicting that the 1997-98

1 El Nino could be worse 
\ than the one during 1982-
V 83, the most powerful in 

y history. El Nino refers to 
^ changes in patterns of 
V Pacific Ocean water 
/ temperatures and winds 
^ that have global effects.
2 Just how much havoc did ^ El Nino wreak in 1982-83?

^ 2,000 deaths worldwide; more than 160 in the 
United States — Western Insurance Infomiation 
Service

^ $10 billion-$12 billion in U.S. crop losses — 
World Metdbrplogical Organization

^ Property damage to CalHomia from floods and 
mudslides Mmated at $200 million — National 
Oceanic and Atmospheric Administration (NOAA)

► Rainfall during the 1982-83 El Nino was 31.5 
inches compared with 14.5 inches during normal 
conditions — National Weather Senrice

► Because experts were caught off guard during 
the 1982-83 El Nino, more than $800 million has 
been spent worldwide on research and 
forecasting. About half has come from the United 
States —NOAA

► El Nino didn’t cause problems for eveiyone. In 
the eastern United States, $500 million was 
saved in fuel bills — Michael H. Glantz in 
Currents of Change: El Nino's Impact on Climate 
and Society.

USA TODAY • WEDNESDAY, OCTOBER 22, 1997
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Fn 1996. California exported to Mexico
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eral free trade aereements_ with he p^identl^t^i ^ t^Me face an average It/ptarifC^hil^^^^^ more than $9 biilion in goods and sei-vices.
“spoke" nations of Latin Amerira Vcnciu5a*^-^t^ ^ P«™- Mercosur |ffs on prazitian exports California Wortd Trade Commission
(ilribbean until these a^ments cwtd to Jewnga, establishing out un4er MprcosMr Other companies th ^ ^ ^ts to Mexico support
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»m export growth in 1995 alone.
Nafta has also helped promote U.S. in- 

terests in Mexico by heiplnga^bllire the 
country in the aftermath of thJpeso crisis. 
After Mexico’s 1982 peso devaluation it 
took' seven years before the country 
showed signs of recovery. By contr^t,. 
Mexico’s economy touched bottom and be­
gan to turn around less than 12 montto af 
ter the December 1994 devaluation. There 
is also little ttouht that the cUmate of open- 
nessfoste'rwl by raised political w- 

and coniitbuted to the July ^ 
owiArAl fihakeuD that ended 70 years of

An activist American trade policy tn^e 
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International Outlook
EDITED BY JOHN TEMPLEMAN

POWER SHIFT IN LATIN AMERICA: 

RRAZIL STARTS TO FLEX ITS MUSCLE
■ ■ Bhen Air Force One lands in Brasilia on Oct. 13, Presi- 
iHl dent Bill Clinton will set foot inside a new Brazil. In- 
W W creasingly confident under President Fernando Hen- 

rique Cardoso, Brazil is emerging as an assertive regional 
leader and causing a power shift in Latin America.

Cardoso and Foreign Minister Luiz Felipe Lampreia are 
clearly a breed apart from Brazil’s old gusuxl foreign-policy 
Establishment. Housed in the Itamaraty palace in Brasilia, the 
Foreign Ministry elite remains chauvinistic, and suspicious of 
free markets and of the U.S., though highly re­
garded for its professionalism. Cardoso and 
Lampreia, however, are determined to propel 
Brazil—Latin America’s most populous country 
and largest economy, with 160 million popula­
tion and a $780 billion gross domestic prod­
uct—to a prominent place on the world stage.

Dealing vidth a self-assured Brazil vdll be a 
novel experience for U. S. policymakers. Clin­
ton, who also will visit Argentina and 
Venezuela on his 7-day South American swing, 
will be seeking the region’s support for Wash­
ington’s plan to form a hemispheric free-trade 
bloc, the Free Trade Area of the Americas, 
by 2005. But instead of pleading for the process 
to be accelerated, Cardoso will tell Clinton that 
there’s no hurry. That’s because the Mercosur 
trade group, which Brazil heads with Argenti­
na, wants to increase its bargaining clout with 
the U.S. by first extending its reach to include countries 
such as Chile and Bolivia.

Cardoso, who won his spurs as both Foreign and Finance 
Minister, stepped up Brazil’s bid to raise its international 
profile as soon as he assumed the presidency on Jan. 1, 1995. 
Within two months of taking power, he played a direct part in 
the peace talks that ended a military clash between Peru and 
Ecuador. Last year, his government was instrumental in pre­
venting a military coup in Paraguay.

CARDOSO: A breed apart

'To further boost Brazil’s role, Lampreia is pushing for a 
permanent seat on the enlarged U. N. ^curity Council. Lam­
preia is promising neighbors that Brazil will act as Latin 
America’s regional representative, consulting with them 
on key issues. “We are ready to assume the responsibility,” 
he says.

Such ambitions would have lacked credibility in Brazil’s bad 
old days of high inflation rates and a wobbly currency. But 
Cardoso’s three-year-old Real Program slashed inflation to 6% 

now from 940% in 1994. So, these days, Brazil 
is a magnet for new foreign direct investments 
that are expected to total $15 billion this year. 
Indeed, by the end of 1996, accumulated U. S. 
investments alone had topped $26 billion, com­
pared with just under $19 billion in Mexico.

lb further prime its regional influence, Brazil 
needs to strengthen its stability program and 
economic openness. Mexico, Argentina, and 
Chile, for instance, lead in public sector re­
forms and privatization. Brazil needs to mend 
some fences in the region, too. Argentina, for 
example, bitterly opposes its neighboFs U.N. 
ambitions. Also, Brazil often appears uncer­
tain in dealing with Mexico, which has strong 
U.S. ties.

All the same, Brazil’s growing assurance has 
brought a new maturity in its relations with 
Washington. Despite disagreements on trade 

policy, Brazil feels confident enough to back U. S. positions on 
such hot-button issues as disarmament and the environment. 
In June, for example, the government announced that it 
would adhere to the Nuclear Non-Proliferation 'Ibeaty, com­
mitting Brazil not to acquire nuclear weapons.

Brazil is already hard to ignore. If it can keep its economy 
on track and iron out differences with its neighbors, its voice 
in the future will be impossible to tune out.

Bp Ian Katz in Sdo Paulo
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nternationatl Outlook
EDITED BY JOHN TEMPLEMAN
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Hihe U.S. has long regarded South Amerira as its 
Tbackyard. But while Congress and the Clinton Adm^- 
I tration dither over moves to create a free-tr^e bloc 

covering the hemisphere by 2005. the Europ^ Union is 
barging in and bolstering its economic links with the repon.

Europeans have won many of the top privatization de^ 
since the early 1990s. when governments in South Amenra 
began opening their markets. Now. they are^oo^gmto 
orivate-sector businesses from banking to food, ^e cant 
^ left on the sidelines.” frets U.S. Commerce Secretary
William M. Daley. _________
FKEE-THAOE FACTIONS. While Wash- 
ington is focused almost exclusively 
on the 2005 deadline to create the 
Free Trade Area of the Americas 
(riAA). the EU is adopting a piecemeal 
approach that is winning friends. By 
1999. the EU and Mercosur, led by 
Brazil and Argentina, are expected to 
begin talks that could lead to a free- 
trade area. The U.S., meanwhile, 
hasn’t yet agreed with Latin American 
nations on the objectives, structure, 
or approach of the ptaa talks sched­
uled to start next year.

ating authority from Congress. Fed up with the wait. CWle 
has moved closer to Europe and its own neighbors. It h^ 
now joined Mercosur as an associate member. And m June, it 
started formal talks on a separate trade deal with the EU.

Of course, the U. S. is still Utin America’s big^ overall 
trade and investment partner because of Mexico’s nafta 
membership. But Europe is pulling ahead in Merco^. whiJ 
excludes Mexico. Mercosur’s two-way trade with the EU to­
taled $43 billion in 1995rvs. $29 billion with the U. S.

Europe is winning the race for megabuck contracts to re- 
1 build South America’s infrastructure. Spain’s Telefdraca de E^ 

pyfla, for example, has spent ^ bu- 
I lion buying telephone companies in 
1 Brazil, Chile, Peru, and Argentina, 

where France T416jrom and stet of 
Italy are active, too. France’s Elec- 
tridW de France and Lyonnaise des 
Eaux have taken over sUfe-owned 
utilities. And Spanish energy company 
Endesa owns electric compames in Ar­
gentina and Peru.
SUPERMARKETS. In some countries, 
Europeans have built enormous jwwer 
bases in the corporate sector. In Brazil, 
South America’s biggest market by

PEUGEOT

va » -------------- boutn Americas

n. While President Bill Clinton will _______dominate hucretoo. While President Bill Clinton will , ^
not make his first trip to South America until October, Eu­
ropean and Latin American leaders visit each other o^n. 
French President Jacques Chirac and Spanish Premier J(^ 
Maria Aznar both toured the region this year, and Argentine 
President Carlos Menem went to Gemany in May and in­
vited German companies to take part in Argentina’s remain­
ing privatizations, .... iChile for one, seems close to throwing m the towel with 
Washington. Its bid to join nafta has been stalled for more 
than two years while Clinton tries to get fast-track negoti-

---- ------------------------------------------- ------ Sue EjUrUpCAll-VWiicrvi,two are controlled by Americans. Europeans dominate huge 
swaths of the economy, from auto makers Volksw^n and 
Fiat to French supermarket chain Carrefour and Anglo- 
Dutch personal-care products group Gessy Lever.

Not everything between the EU and Latin America is 
hunky-dory. Brazil, for example, is complaining about Ei^ 
pean barriers to its coffee exports. But the eu h^ laid 
enough groundwork to protect its interests if the U. S. and 
South America ever succeed in setting up a trade bloc-

By Ian Katz in Sdo Paulo

GLOBAL WT^APUP

MOSCOW POWER STRUGGLES
► A vicious power struggle is raging 
in Moscow among bankers, business­
men, and reform politicians who 
backed Boris Yeltsin’s reelection bid 
last year. With the threat of a commu­
nist resurgence—the glue that bound 
them together—gone, they are at 
each others’ throats fighting for polit­
ical and financial power.

The conflict is turning violent. On 
July 21, a shot was fired into the home 
of Central Bank Chairman Sergei Du­
binin. No one was injured. Earlier this

from his post by reformer Anatoly B. whose holdings mdude a 38% in 
Chubais He quickly found a job with long-distance earner Rostelecom.
MFK Bank, a !!St of Oneximbank. Meanwhile, Potanm^i^ to have

Moscow insiders read the probe into lost the protection of 
Vavilov as an attack on Oneximbankand former First Deputy Prime Mims- his pobtical power. In ^be ^i^ 
ter Vladimir Potanin, who now runs it. where connections count far more than 
Other financial bigwigs, noUbly Securi- entrepreneurship, thats dangerous.?y Councfl Deputfsecretary Boris By Patnera Kranz rn Mosemv



m mmm
msmmm.

^ -I

laa

.y---- -

U - '■■
m ■

fesa^pSisHSri
SSS?a

? S

Mtio^tode iTabourdeSg core w&ST2?30^?wW said, the,
Amencan leadei^p ^ our ability imd low interest 5^“?^ of our tim^ mactionrWithort

«„ . ..----- ... toveam«tt.led

ket_ag
^ngress, and the ,’ 

=1^4?^®®“ people are- •^j^on^gdXdth a
t^, choice:

sa

M«*9 HU«* ovrAVWOIvy^sectors under the W< 
ionnsrh^.'^in the i 
''‘tiom wU.hegiii c 
o^^gpculturaJ n 

mar 
ler

.PJML

sSw-sirsa^E^sf sSS^»s.w'^'»«' .... .

:   <■;*•-••.* -'‘.<.’■51

roSS^^8SPRgj;J°;^
»n Miamirduring the 19

'®’«ss?sass *jp^^orttaimKcquj^ “liSK^MS^a;*ftyi,U..>kiuB^Siellic - «PntinuedUS. leadership imiiTten
ingTnstruments. terms

,Kr,‘,: ~.~,::r •-;■ --r;-:r-^ ■-

■'■•’ y. issss^si^fcs®W-^



IV tc

/U<.L

Myth and Reality 

Sometim,^ Collide 

On the Fast Track
fJTHEN PRESIDENT Clinton sat 

down a few days ago to talk 
W ¥ trade with congressional Demo­

crats. they raised their now-standard 
demand: In negotiating new trade 
pacts, they said, the U.S. shouid force 
other nations to agree to improve their 
labor and environmental standards.

In reply. Mr. Clinton aptly illumi­
nated the gap between wishes and real­

ity in this fall’s 
great trade debate. 
“Imagine if you 
were the head of an­
other country." he 
said. “And the pres­
ident of the U.S. 
came to you and 
said 'I’ll make you a 
deal; Let us rewrite 
all your labor and environmental 
laws, and in return 
you send us all your 

money to pay lor our imports.’ ’’
Then. Mr. Clinton concluded, imag­

ine your next visitor was the president of 
France, offering the same goods with no 
conditions. Who would get the trade?

That exchange captures the flavor of 
the debate over Mr. Clinton’s request for “fast track" authority to negotiite new 
trade agreements. On both the right and 
left, the arguments against fast track 
(many well-intentioned I often are un­
dermined by unrealistic expectations or 
simple misunderstandings.

This debate goes live today when Mr. 
Clinton speaks to AFL-aO labor lead­
ers. who are viscerally opposed to fast 
track. That isn’t a surprise. What is 
surprising is how much Republican 
opposition has materialized, and how 
little clear public support has emerged 
for fast track at a time when internation­
alist policies have helped fuel a‘five-year 
economic boom. The explanation must 
lie in the myths that have arisen around 
the fast-track idea.

Basically, fast track gives the presi­
dent (Clinton. Bush or whoeverl the 
power to negotiate a trade deal and then 
present it to Congress for an up-or-down. 
unamended vote. Many critics assume 
that Mr. Clinton wants this power so he 
can cut a swath of free-trade deals with 
cheap-labor countries across Latin 
America, as he did with Mexico in tne 
North American Free Trade Agreement. 
Yet that is precisely not where U.S. 
trade policy seems headed right now.

friHE ADMINISTRATION would, in­
i' deed, like to strike a tree-trade

JL a^eement with one Latin Ameri­
can nation. Chile. Yet Chile isn’t some 
low-wage knockoff of Mexico, but home 
of a modernized, high-tech economy. 
And after Chile, administration aides 
are far more Intrigued with the thought 
of making free-trade agreements in 
Asia, or with Australia. New Zealand or 
South Africa, than with any Central or 
South American nations.

Beyond that, a top use of fast track 
would be to negotiate agreements at the 
World Trade Organization to knock 
down barriers that stop Americans from 
selling products to foreign governments, 
or agricultural products to foreign con­
sumers.

The second important use of fast 
track would be equally America- 
friendly: negotiating more international 
agreements to knock down tariffs on 
specific products where the U.S. is 
highly competitive, including com­
puters. semiconductors and telecommu­
nications. Billions of dollars in Ameri­
can ei^rts are at stake in these two 
initiatives. “These are the big-ticket 
items," says Charlene Barshefsky, the 
U.S. Trade Representative.

Still, If any bilateral free-trade deals 
are struck, it is legitimate to ask 
whether they should include demands 
for higher labor and environmental 
standards. Nobody states the case for 
American moral leadership in these 
areas more passionately than House 
Democratic Leader Richard GephaidL

UT CAN SUCH changes really be
compelled in trade deals? Con- J^sider if the tables were reversed. 

If New Zealand, which has more strin­
gent clean-air standards than the U.S.. 
demanded tougher American environ­
mental laws as the price for a trade 
agreement, that demand would be re 
jected out of hand by Congress and by 
unions interested in saving jobs ir 
smokestack industries. Will other coun­
tries respond differently?

Which isn’t to say that labor and the 
environment should be ignored. They 
shouldn’t. Ultimately, lax labor and en­
vironmental standards become compet­
itive advantages, which is a trade issue. 
The trick is deciding how to address 
them. The administration’s compromise 
IS to include in trade deals labor and 
environmental issues that directly affect 
trade, and to handle others through 
existing international organizations.

Here’s where Republicans become 
unrealistic. Many don’t want trade deals 
to include any mention of labor and 
environmental issues, even those that 
directly affect trade, even though GOP 
leaders in the past have proposed that 
step and more.

In turn. Republicans then complain 
that the Clinton administration isn’t 
delivering enoug;h Democrats to support 
fast track, knowing that the only way to 
deliver more Democrats is to make a nod 
toward their environmental and labor i 
concerns. This Is where trade debate 
becomes political posturing. If every­
body can get beyond that point, there 
can be serious debate - and odds are 
good that fast track will carry the day.
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lie Clinton hSiiilnirtratton io 
iiV aboat dMigutm'g Argentina a 
*raajor non-NATO alfy.” NATO, of 
Coone, sdnbda for the Nordi Atlan­
tic Treaty Organization, which waa 

f9;nued after World War It to bold the line 
aj^nst Soviet Communist aggression in 
iliarope.
rr-What ia a major non-NATO ally? TTie Dallas 

Morning News asked a handful of military 
eaperta. None knew.

»Jt turned out. according to a State Depart, 
ment spokesman, that it is a largely symbolic 
demgnation for friendly countries with 
which the United States, for a variety of rea­
sons, wishes closer military relations.

“It is not a treaty committing the United 
States to defend countries If attacked. Indeed, 
it confers few tangible benefits. Countries 
ribeivc priority eligibility to buy nonletbal 
military equipment and may bid for certain 
Pentagon research-and^levelopment con­
tracts. Beyond that there’s not much. The 
United States has seven such allies — Austra­
lia, New Zealand, Japan. South Korea, Egypt, 
Israel and Jordan. Some have mutual defense 
treaties with the United States.

But the proposed designation has stirred 
protests by Argentina's neighbors, Chile and

urn n^dsacoher^t
ia At-v ‘ W& fe^ it coid4!^Sjstttrb

ofpowerinSimtiiAnieritt. ,
Could m l^)Mlf. n& fiiceas US. iHli^ 

nnlfoima will nut make Afganil^a moifitiy 
power. Bnt the concerns are understandable 
in the context of the.adiQinistint|OR.’.s recent 
decision to allow U.S. anns merchants to sell 
advanced combat aircraft to Chile. The deci­
sion ended a 20-year U.S. moratorium on snch 
sales to Latin America. It also angered Argen­
tina, which the administration sought to mol­
lify by offering major non-NATO ally sutus 

All of this leaves one with the iu^ression 
that the administration is acting without a 
coherent plan. It is not inherently wrong to 
sell advanced aircraft to Chile. The South 
American country will modernize its air force 
with French, Swedish or Israeli equipment if 
the United States proves unwilling.

However, the administration might look 
harder at encouraging all lAtin American 
countries to reach a conventional arms 
restraint agreement before it increases the 
quantity and quality of arms it sells to the
region.

Countries have a right to arm themselves 
against attack. But there arc better ways to 
spend money if assurances can be attained 
That anacks will never happen.
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Mr. Clinton Deserves ‘Fast Track’
President Clinton begins an important battle 

with Congress this week for renewal of “fast track” 
authority, the right to submit trade agreements to 
Congress for a speedy vote without amendments. 
Without fast-track protection, countries will not 
negotiate trade accords with Washington for fear of 
endless revision. Not surprisingly, protectionist 
forces within both parties would be happy to block 
the no-amendment rule, even though every Presi­
dent over the past 20 years has used the rule to open 
up foreign markets and also bring down prices for 
American consumers.

The Administration needs fast track to com­
plete negotiations within the World Trade Organiza­
tion on opening markets to foreign-provided serv­
ices, tightening copyright protections and prying 
open government contracts to bids by foreign com­
panies. Fast track is also needed to negotiate trade 
agreements with Chile and other South American 
countries. They are already negotiating deals with 
Europe, Mexico and Canada that would give exports 
from those countries favored access.

Opponents ranging from isolationists to pro­
union liberals indict trade pacts with environmen­
tally lax and low-wage countries. The claim is that 
these countries steal American jobs and drive down 
living standards of American workers. But trade 
itself does not create or destroy jobs. The American 
economy will operate near full employment as long 
as Federal Reserve and budgetary policies remain 
sensible. Trade does shift jobs from apparel and 
other low-paying industries into high-paying export 
industries. The transition can be rough, but the long­
term benefits are substantial.

Nor are low foreign wages the scourge that the 
forces led by the House majority leader, Richard

Gephardt, proclaim. Low wages largely reflect low 
productivity, providing no net benefit to foreign 
manufacturers. Nor would higher foreign wages 
help American companies. Rising production costs 
would be offset by a falling exchange rate, leaving 
the net cost of imports to American buyers largely 
unchanged.

That said, the Administration goes too far in 
claiming that trade helps everyone. The influx into 
the United States of clothing and other goods pro­
duced with low-skilled labor has modestly pushed 
the wages of unskilled workers further behind the 
wages of skilled workers. But rising inequality 
should not be confused with falling living standards. 
After taking account of lower prices for imported 
goods and the availabUity of jobs in a fully em­
ployed economy, very few Americans actually lose.

Though labor and environmental conditions are 
rarely related directly to trade, the United States 
should condition trade pacts on a country’s willing­
ness to adopt agreements that provide basic inter­
national protections, like prohibitions on child labor 
and rights for union organizers. As in the trade 
accord with Mexico, Washington ought to insist that 
countries, like Chile, strictly enforce their own 
environmental laws.

Bill Archer, chairman of the House Ways and 
Means Committee, proposes a reasonable compro­
mise that would allow the Administration to incor­
porate into the text of a fast-track accord labor and 
environmental conditions that directly affect trade 
in specific products. The details remain to be 
worked out, but the Archer plan offers an opportuni­
ty to fashion a sensible fast-track plan that can be 
made acceptable to Democrats.
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p
►'The legitimate conoerae of unions ami 
Others already get plenty of consideration 
Whe^ agreements are negotiated.

resident Clinton is trying to got Coi. 
eress to give him the same kind of 
leeway that past presidents have hsui 
in negotiating trade agreements. H.i! 

proposal IS referred to as “fast track," meaning 
that Congress would have to either approve or” 
disapprove of a treaty as a package, rather 
than'having the option of rejecting some sec­
tions.

; ■ Xhe.president’s proposal is reasonable.
•Th6 main opposition comes from labor 

Wlo)TS, which fear that various administra- 
tiona.might not be carehil enough to protect 

' Amel-lcan jobs in negotiallons. In truth how- 
ever,, evidence is slight that past treaties have 
cost more jobs than they have created, espe- 
ciaJlyln a state like Ohio, which is one of the 
biggest exporting states in the nation. Studies 

I O^rt ,the national impact of the North American 
Free .rrade Agreement, for example, show rela 
tiveiy smau numbers of jobs gained or lost bui 
pebalnly no net loss. (Nor is it a ,jraple calcu­
lation as to whether the new jobs are as good a 
the old, or better.)
..Workers In an auto town liRe Day ton are

foreign competition as a throat 
to jODs. It is, but only in the narrow sense. If 
Americans can buy foreign products but for- 
ei^ers can’t buy American, that’s a problem. 
But It s a problem recognized by American 
negotiatons. Under BiU Clinton, as under other
E. have generaUy seen
their task as being to open foreign markets. As
u ^ markets In

1.990s, this nstion h&s prospered.
' The main Impact of adding Congress to the 
negotiating mix would be to complicate the 
already monumentally complicated process of 
workmg out trade agreements, if Congress — 
Which IS not known for being a great triend of 
unions these days anyway — wants to nix an 
agreement, It can. That's the arrangement that 
has always existed and generally worked, ifa 

.enough power for Congress.
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HEADLINE: Year of the Americas?

BYLINE: BY RICHARD LAWRENCE 

DATELINE: WASHINGTON

BODY:
Is this, finally, the Year of the Americas? After a couple of years of 

hesitation, is the push for hemispheric free trade about to be resumed?

A Latin American president _ Chile's Eduardo Frei Ruiz-Tagle _ was received 
here this week as President Clinton’s first head of state visitor of this new 
year.

And Mr. Clinton, who as government official or plain private citizen has 
never set foot in South or Central America, heads south of the border this 
spring.

What's more, Madeleine Albright, the new secretary of state, is a Latin 
American frequent traveler, and the new U.S. ambassador to the United Nations _ 
former congressman Bill Richardson _ speaks Spanish, fluently.

And at this very moment, senior officials from the United States and 33 other 
nations are conferring in Brazil on how hemispheric free trade might be 
negotiated.

Meanwhile, the Clinton administration is expected to ask Congress soon for 
new ""fast-track'' trade negotiating authority, a sine qua non for getting the 
free-trade process under way.

So the free-trade vision evoked by Mr. Clinton and other hemisphere leaders 
at their December 1994 summit may be about to come into clearer focus. The 
president has been under fire here and in Latin America for letting too much 
time pass without pushing for ""fast track'' _ a delay largely imposed by 
election-year politics.

Latins charge that Mr. Clinton ignores them, while U.S. exporters complain 
that they are being hurt as their competitors in Latin America are paying lower 
and lower import duties than their goods are charged.

While Washington looks on, other countries are cutting their own free-trade 
deals; witness the Canada-Chile agreement and the Chilean and Bolivian pacts 
with Mercosur (the Argentina-Brazil-Paraguay-Uruguay common market).

^ LEXIS-NEXIS’ ^ LEXIS-NEXIS ^ LEXIS-NEXIS'
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Yet more trade accords are in prospect. Mexico, Venezuela and Colombia are 
talking with Mercosur, while Mexico negotiates with Guatemala, Honduras and El 
Salvador. Next month, Mexico and Chile start exploring how to deepen and expand 

their existing free-trade arrangement.

Then there's the European Union laying the ground for possible free-trade 
agreements in Latin America. The EU has recently signed ""framework'' accords 
with both Mercosur and Chile and a Mexican pact is in the offing.

U.S. trade policy leadership in the Americas is increasingly questioned, 
administration officials concede. The lack of fast-track negotiating authority, 
says one, ""opens the door'' for countries outside the hemisphere (the EU, for 
instance) to expand their Latin market shares while helping those, such as 
Brazil, that prefer a ""go slow'' approach to hemispheric free trade.

A big chance to restore momentum to the hemispheric free-trade project comes 
in mid-May when trade ministers from the 34 participating countries confer in 
Belo Horizonte, Brazil. They are supposed to tackle basic questions like when 
and how to start the hemispheric free-trade negotiations.

So far, though, basic differences are emerging. Canada, apparently with U.S. 
support, seeks immediate negotiations on market access and a host of other 
matters ranging from government procurement to intellectual property rights.

But Brazil _ the de facto Mercosur leader _ prefers a ""three-tier'' 
approach, dealing first with business facilitation issues, such as customs and 
product standard rules, then non-tariff trade barriers and finally tariffs. And, 
unlike Canada and the United States, it appears reluctant to undertake 
non-tariff commitments beyond those already negotiated within the World Trade 
Organization.

Whether the trade ministers reach agreement in May hinges at least partly on 
what happens here.

Unless by then Congress votes President Clinton fast-track trade negotiating 
authority _ or at least is close to doing so _ U.S. influence at Belo Horizonte 
obviously will be undercut. Many Latin American governments would not be 
expected to commit themselves on when and how to proceed with free-trade talks.

It will be a small miracle if Congress is even close to approving fast- track 
authority by mid-May. There is likely to be be another deep split over linking 
labor and environmental issues to new trade negotiations.

Complicating things. House Minority Leader Richard Gephardt, D-Mo., wants to 
delay fast-track action until the U.S. trade representative reports on the 
economic impact of the 1992 North American Free Trade Agreement _ a report not 
due until midyear.

A new congressional debate on the Nafta seems inevitable. In the last three 
years, the U.S. merchandise trade deficit with Nafta partners Canada and Mexico 
has quadrupled, costing, claims the Economic Policy Institute, 420,000 U.S. 
jobs.

^ LEXIS-NEXIS' ^ LEXIS-NEXIS ^ LEXIS-NEXIS'
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Year of the Americas? How about 1998?

LANGUAGE: ENGLISH 
LOAD-DATE: February 27, 1997
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HEADLINE: U.S. can't afford to be a bystander in hemispheric trade

BYLINE: HENRY KISSINGER

BODY:
AS Americans look out upon the world, they encounter Asia, 

whose economically surging nations view each other as 
potential strategic rivals; the Middle East, threatened by 
fundamentalism and the Arab-Israeli conflict; and Africa, 
riven by ethnic strife. Only in Europe and in the Western 
Hemisphere do we deal with nations among which military 
conflict is nearly inconceivable, and all of which are run by 
democratically elected governments. This is the geopolitical 
base we need to solidify as we face the turmoils and 
opportunities presented by the rest of the world.

In a farsighted speech to the presidents of the Western 
Hemisphere in December 1994, President Clinton responded to 
this challenge. He proposed that the nations assembled at the 
summit merge their dedication to human dignity and economic 
progress into a Western Hemisphere free-trade area by the year 
2005. Such a structure would be an important building block to 
world order, whether the world moves toward genuine free trade 
or breaks up into regional trading groups. The president's 
initiative has languished.

Both American political parties have been split between those 
who want to withdraw from the world and others who seek to 
impose American norms on it unilaterally. Both groups are 
hostile to American participation in larger groupings. In this 
atmosphere, the administration, never eager to do battle over 
long-range issues, has recoiled from aggressively pursuing its 
own convictions.

Since 1974, American trade negotiations have been conducted 
under ""fast track'' authority - a president's ability to submit 
an agreement to Congress for approval or rejection in toto 
without the possibility of amendment. In the absence of such 
authority, negotiations would tend to be never-ending, as our 
negotiating partners grappled with the risk that any bargain 
reached with us might be amended by Congress and might need to 
be renegotiated over and over again. Fast track authority 
lapsed in 1994, and the administration has been reluctant to

^ LEXIS-NEXIS ^ LEXIS-NEXIS ^ LEXIS-NEXIS’
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press for its renewal.

As a result, for the first time in more than two decades, the 
executive branch has lacked the authority to pursue either the 
expansion of the North American Free Trade Agreement with 
Canada and Mexico or trade negotiations with the other 
emerging regional groups. One of these is Mercosur, a trading 
bloc composed of Brazil, Argentina, Paraguay and Uruguay. A 
South American free trade area is clearly emerging under the 
leadership of Brazil. Chile, tired of waiting for the 
long-promised access to NAFTA, has already become an associate 
member of Mercosur, as has Bolivia. Venezuela and Peru have 
expressed strong interest.

TVid beyond, Europe beckons. On his recent visit to Latin 
America, French President Jacques Chirac stated that the 
future of Latin America is not to the ""North,'' as he put it, 
but with Europe.

The American response has been to complain about alleged 
discrimination from Mercosur, creating the impression that we 
would like to see it either disappear, or at least change its 
character as a trading bloc. But this querulousness 
misinterprets the challenge.

The essence of any regional grouping, including Mercosur - or 
NAFTA for that matter - is that its external barriers (however 
low) are greater than its internal ones, and that the concerns 
of member states have greater weight than those of countries 
outside the system. In that sense, there is an element of 
truth to American complaints. But it is also a case of sour 
grapes. Mercosur's growing impact is above all a reflection of 
America's retreat from its own initiatives.

Had America not defaulted on its promise to promote Chile's 
early access to NAFTA and had it been receptive to Argentina's 
feelers in that direction, the relative bargaining positions 
of NAFTA and Mercosur would not be what they are today and 
both institutions would be on the way to becoming 
complementary components of a Western Hemisphere Free Trade 
Area.

The danger of continued drift is that Latin America's 
inevitable attempts to transcend the nation-state will evolve 
to their own rhythm without reference, and perhaps even 
inimically toward, a larger hemisphere structure. We run the 
risk of becoming spectators to historic changes in what we 
have always considered as ""our'' hemisphere - and so reducing 
our access to a market of 400 million people.

But the ultimate blow would be less to our economy than to our 
hopes for a world order based on a growing community of 
democracies in the Americas and Europe.
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A measure of progress would be the expansion of NAFTA beyond 
Canada and Mexico. This would require fast-track authority.

Without it, Clinton's hemisphere vision cannot be implemented 
or even begun. Without it, friendly Latin American democracies 
would be driven into alternative arrangements.

Now that President Clinton has at last forcefully reiterated 
his request for such authority, it is to be hoped that he will 
fight to break the standoff between the administration and 
Congress over whether to link labor and environment to the 
trade negotiations. The president has before him a seminal 
opportunity, and all he really need do is give concrete 
substance to his own blueprint for Western Hemisphere 
relations. His visit to Latin America, scheduled for later 
this year, will be a potentially pivotal occasion. It will 
enable him to avoid the looming confrontation with Latin 
America by defining Mercosur and NAFTA as complementary rather 
than competitive, in the same way we have historically treated 
the European Union as an anchor of trans-Atlantic 
cooperation.

A recent visit to Brazil, the largest economy of Latin America 
and the driving force behind Mercosur, has reinforced that 
conviction. Brazil has reduced its hyperinflation of as much 
as 40 percent per month to less than 10 percent per year. As a 
result, groups with fixed incomes, the victims of inflation, 
are rising into the middle class and contributing not only to 
economic growth, but to political stability.

State-owned enterprises are being systematically privatized; 
trade barriers are being reduced, if not always at a pace 
desired by American trade negotiators; foreign investment is 
being encouraged and is flowing,- government is being confined 
to measures governments are equipped to handle; economic 
growth is increasingly left to market forces.

Brazilian industry, which until recently was parochial and protectionist, is 
becoming more and more international. With a
growth rate of 4 percent, financial stability, a market of 150 
million and a stable government, Brazil will surely turn 
Mercosur into an increasingly potent regional grouping.

All this has been achieved while providing a positive solution 
to dilemmas that have blighted other regions and other 
countries of Latin America: whether economic reform and 
political reform are mutually antithetical; whether political 
reform undercuts economic progress; or whether, on the other 
hand, economic progress, if assigned overriding priority, may 
stifle incentives for political reform. For under the 
leadership of its remarkable president, Fernando Henrique 
Cardoso, Brazil is successfully managing both political and 
economic reform. The administrative reforms now wending their 
way through the Brazilian Congress are a good example of the 
combination of democracy and social change likely to
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metamorphose Brazil into one of the major economic and 
political players of the 20th century.

To be sure, Brazil's reform is still in midstream. Like other 
emerging societies - and indeed the United States - it is 
learning that, while market forces stimulate quantitative 
growth, they do not automatically translate into qualitative 
improvements in living standards or enhancement of social 
equality. The restructuring attendant to privatization and the 
exposure to international competition have - at least 
temporarily - turned endemic unemployment into as much of a 
challenge for Brazil as it is for the industrialized nations 
of Western Europe.

Similarly, leading Brazilians seemed in agreement that the 
legal system is too slow, expensive and handicapped by 
excessively low pay, which invites corruption. And there is 
wide consensus that the educational system - though adequately 
funded - is unwieldy and woefully antiquated. Children leave 
school at too early an age and the curricula pay inadequate 
attention to technology.

Finally, the Brazilian trade deficit is growing, in part due 
to import of new capital equipment for modernization, in part 
due to the middle class's growing demand for consumer goods.

Still, the trade deficit is cushioned by reserves of $ 60 
billion and the fact that it represents only 3 percent of the 
gross domestic product, as compared to 8 percent in Mexico 
before the 1994 peso crisis.

Moreover, the largest proportion of direct foreign investment 
in Brazil, amounting to $ 9 billion dollars a year, goes into 
plant and machinery, and is thus far less volatile than the 
highly mobile speculative money that blighted Mexico's crisis 
in 1994. As Brazil overcomes these problems - and others such 
as the debilitating crime rate in its big cities - Mercosur is 
being built by Brazil's highly professional foreign service 
into an increasingly cohesive institution.

America cannot afford to be a bystander in this process.

Unfortunately, in the absence of fast track authority,
American policy has lapsed into the technicalities of humdrum 
trade disputes over particular industries and commodities.

These are inevitably geared to special interests and tend to 
undermine the broad view that is needed. Nothing in Brazil's 
essentially conciliatory history or in the equable temperament 
of its society suggests that existing differences cannot be 
overcome or that Mercosur is designed to be competitive rather 
than cooperative.

In any event, displays of American irritation will not make 
the realities disappear. It is far better to return to the

^ LEXIS-NEXIS' ^ LEXIS-NEXIS’ ^ LEXIS-NEXIS'
member of the Reed Elsevier pic group member of the Reed Hlscvicr pic group -^^^A member of the Reed Elsevier pic group
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principles of the Miami summit and give content to the goal of 
creating a Western Hemisphere free trade zone by 2005. This 
will require raising the discussion beyond the technical 
biases of professional trade negotiators. In the current 
framework, the American negotiators are giving priority to 
tariff reductions; the Latin Americans - especially Brazil - 
insist on priority for eliminating non-tariff barriers.

To the Latin Americans, the American attitude threatens the 
existence of Mercosur; to Washington, the Latin reaction 
appears as an attempt to institutionalize discrimination. Both 
probably have a point. Yet it cannot be beyond the wit of the 
leaders of this hemisphere to organize simultaneous 
negotiations on both sets of issues. Labor and the 
environment, important as they are, are best treated in forums 
other than trade negotiations.

The challenge to American policy is to deal with Mercosur as a 
vital component of an overall Western Hemisphere structure 
embracing NAFTA. In order to build a stronger sense of 
community for the entire Western Hemisphere, attention should 
be paid as well to such qualitative issues as education, 
drugs, crime and the environment.

At their planned meeting in October, the presidents of Brazil 
and the United States are in a position to give a strong 
impetus to developing such an overarching approach. In no area 
of foreign policy has President Clinton been as creative as 
with respect to the Western Hemisphere; and President Cardoso, 
a philosopher before he was a statesman, is an ideal partner 
in lifting our sights to the fulfillment of the historic 
promise of the Americas.

GRAPHIC: Drawing

LANGUAGE: ENGLISH

TYPE: Editorial Opinion; Series

NOTES: This is another in the continuing series of articles that Kissinger, the 
former secretary of state, is writing for the Chronicle and other major 
newspapers.

LOAD-DATE: May 5, 1997
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STEAMED 
Teamsters 
march in 
Texas to 
protest 
NAFTA’s 
effects on 
trucking
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WASHINGTON

FREE TRADE
WAS SUPPOSED TO BE EASY
Donorgate and NAFTA woes erode support for Clinton’s goals
^Representative Nathan Deal (R-Ga.) 
■K voted for the North American Free 
I MlVade Agreement in 1993 after win­
ning assurances that it wouldn’t pro­
duce a flood of cheap textile imports. 
But now, as constituents complain that 
Mexican illegals are displacing American 
workers in his district’s textile plants, 
and as more Chinese textiles are smug­
gled across the southern U. S. border. 
Deal is having second thoughts. He’s 
actually co-sponsoring legislation to roll 
back NAFTA unless it starts fulfilling 
some of its early promises.

The Clinton Administration still may 
be counting on his vote and others for 
expanding free trade, “but that’s not a 
good assumption to make,” says Deal. In 
both houses of Congress and on both 
sides of the aisle, support for furthering 
free trade has plummeted. And Clinton 
faces a fight just to preserve the gains 
he made in his first term.
CHINA SKIRMISH. NAFTA fallout is One 
problem. Another is Donorgate. The 
widening scandal has killed any hopes 
the Administration had of securing per­
manent most-favored-nation trading sta­
tus for China this year. Instead, House 
Speaker Newt Gingrich (R-Ga.) wants 
to give China a six-month extension of

its privileges—half the usual term—con­
ditioned on an orderly transfer when 
China assumes control of Hong Kong 
on July 1. Even House Majority Leader 
Richard K. Armey, an inveterate free 
trader, is leaning toward such a sanc­
tion: “It might be a good thing for the 
Chinese to come to 
terms” with the like­
lihood of a vote re­
voking their trade 
status, he says.

The President has 
promised to veto Gin­
grich’s legislation. But 
another White House 
priority for 1997— 
completing negotia­
tions for China to 
gain entry into the 
World Trade Organi­
zation—is likely to be

DEFICIT CREEP
U.S. TRADE DEFICIT 

..............................IT V
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pushed off indefinitely.
A similar fate awaits 
Clinton’s proposal to negotiate a free- 
trade zone for the entire Western Hemi­
sphere by 2005 and another among 
members of the Asian-Pacific Economic 
Cooperation forum by 2010.

Formal talks on either pact can’t even 
begin until Clinton gets negotiating au­

thority from C 
But that’s a tou 
since legislator, 
the kind of fallout 
Deal’s district exp 
enced after naft/ 
free-trade agreemei 
extend to other devt 
oping nations. “W 
don’t need to base our 
standard of living on 

the misery of others, here or abroad,” 
says Carrie P. Meek (D-Fla.).

Expanding free trade wasn’t sup­
posed to be this hard. Rising exports 
have generated more than a third of 
U. S. growth in the past decade, creat­
ing 1 of every 8 net new jobs between 
1992 and 1996. That has helped build 
congressional support for free trade. 
WOOING UBERALS. But America’s grow­
ing trade deficit (chart) also demon­
strates that free trade can mean an in­
crease in job-killing imports. 'The balance 
of merchandise trade with Mexico tipped 
from a slight surplus before nafta to a 
record $16 billion deficit last year, pro­
ducing a theoretical loss of 224,000 
American jobs. Such reports have soured 
Capitol Hill to the point where the 
White House hasn’t even drafted a bill 
renewing the President’s authority to 
negotiate trade deals. A key problem: 
'The niunber of Democrats who will sup­
port the legislation has shrunk below 
90—the minimum that gop leaders say 
will be needed for passage.

To win more support, the White 
House may have to woo liberal Demo­
crats whose allies among environmen­
talists and organized labor are adamant­
ly opposed to NAFTA expansion. Many 
Democrats want clauses in any agree­
ment to prohibit trading partners from 
exploiting workers or the enviroiunent.

But such conditions 
will meet stiff oppo­
sition from Republi­
cans who fear invit­
ing trade barriers to 
U. S. exports.

'Time may run out 
for reauthorizing Pres­
idential trade negoti­
ating authority this 
year. Debates on the 
.budget and MFN re­
newal for China could 
extend through sum­
mer. And Japan’s 
growing trade surplus, 
abetted by a strong 

dollar, could fan protectionist fears. Then 
there are the 1998 elections—^hardly the 
time for bgld-tradej^slation. Small 
wondei-tfi^hill on the%iikis being felt

FEB.'97

China to Chile.
By Paul Magnusson,^ 
jrrus, in Washingtm

Amy
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PAINFUL MATH FOR LEASING COMPANIES
usan H. t*epper just 

^k handed back the keys to 
her favorite C£U’. TTie 

three-year, $399-a-Thbnth 
lease on her 1994 Acura Leg­
end luxuty sedan just ran 
out, aid it wais going to cost : 
her $500 a month until 2002 
to buy it. “I loved the ;c^” 
she says; “But L^dn’t-thiiik 
I wanted to be pa;^g for it ' 
for the next five years.” So 
she turned it in. ; / ^

Pepper has a lot of compar 
ny. Roughly two-thirds of the 
3.26 million consumers whose 
auto leases are up this year 
will turn their vehicles in, un­
leashing a flood of used cars 
onto the market, according to 
GNW Marketing/Research of 
Bandon, Ore. And they’re do­
ing so at a time when used- 
car prices are already head­
ing south. That has the 
potential to create a serious 
headache for lease-financing 
companies, which could lose big if 
they can’t sell the returned vehicles 
for the “residual” price that they es­
tablish when the lease is signed.
The residual is what the lessor fig­
ures a car will be worth at the end 
of the lease.
PLAYING GAMES. It’s too early to say 
who gets hurt, but it’s easy to see 
who has some of the largest lease 
portfolios: Ford Motor Credit Co., 
with a $32.7 billion portfolio, and 
General Motors Acceptance Coi-p., 
with $24.6 billion. “There’s a huge 
exposure,” says Scott Sprinzen, an 
analyst at Standard & Poor’s Corp. 
“It wouldn’t require a calamity in 
the used-car market to result in 
some pretty heavy losses.” Leasing 
losses would be particularly hard on 
earnings now, when new-car sales 
are slowing. Leasing companies, 
however, say the quality of their 
portfolios and ample loss reserves 
will minimize risk.

The seeds of the problem are the 
games that auto lessors play when 
setting, residual values. The higher 
the residual, the cheaper the month­
ly payments—which means more 
business for both lessors and car- 
makers. In recent years, that wasn’t 
a problem; Thanks to a robust used-

.....

SportrUtes ^e a case in point: 
Several yei^ ago, sweetened 
leases helped aiito makers 
bring; down the monthly pay­
ments bn popular $30,000-plus 
truck^Fprd Explorers, Nis-

RISKY: With 
iised-car prices 
off, leaseholders’ 
exposure is up

car market, off-lease cars 
were often worth more 
than their residual value, 
yielding a profit for the 
finance companies. “Most 

have been laughing all the way to 
the bank,” says Randall R. Mc- 
Cathren of Bank Lease Consultants 
Inc. in Nashville. Still, he adds, “it’s 
a cyclical industry.”

Now, the cycle is going against 
the lessors. In the past 12 months, 
used-car prices have slipped nearly 
2%, partly because of the growing 
supply of off-lease vehicles. And 
with new-car sales slipping (page 
36), economists fret that the current 
weakness may presage an economic 
slowdown in which used-car prices 
will decline more sharply.

Nobody is losing his shirt—yet. 
But Stuart Angert, 
co-chief executive offi­
cer of Remarketing 
Services of America 
Inc., an Amherst 
(N. Y.) company 
that advises 
auto-lease is­
suers, says that 
some minivans, 
family sedans, 
luxury cars, and 
even sport-utili­
ty vehicles have 
been selling be­
low residual values at 
recent auctions.

DIMINISHING RETURNS
YEAR-OVER-YEAR 

CHANGE IN USED-CAR 
CONSUMER PRICE INDEX

K;- f:!^ RK K 1*
'' '94 '95 '95
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s^ Pathfinders, and Jeep 
Grand Cherokees. Now, 
Aingert says, some of those 
jmbdelsyvwith residuals pegged 
at $18,000 or $19,000 are sell- 
ing for $15,000 to $16,000 at 
auction. “We’re seeing major 
portfolio losses,” he says.

Lease issuers count on 
dealers, who get first crack at 
cars coming off lease, to buy a 
hefty portion of them. But 
when a car is worth less than 
its residual value, a dealer is 
no more willing to buy it than 
the original driver was. “The 

stuff that’s coming back is the dogs 
of the dogs,” says Angert.
HUGE WINDFAU- The leasing compa­
nies say they aren’t worried. Ford 
Motor Credit says its portfolio con­
sists almost entirely of 24-month 
leases, much shorter than the indus­
try average, which cuts its risk.
Ford has also plowed back into re­
serves “several hundred million dol­
lars” in windfall profits, realized 
when used-car prices were unex­
pectedly strong, as a cushion against 
future declines, says Lloyd Hansen, 
Ford Motor Co.’s controller for 
U. S. sales and marketing, gmac and 
other lease issuers offer similar 
assurances.

If used-car prices keep falling, 
however, lease losses are going 
to surface somewhere. “If these

guys have been gen­
erally prudent, 
nothing will fall 
out,” observes 
Lehman Brothers 

Inc. analyst 
Joseph S. 
Phillippi. “But 
I guarantee 
you that when 
we go through 
a downturn, 

there will be a 
few accidents 
out there.”

By Kathleen 
Kervnn m Detroit
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So' Are We All v.v,>;^) 

Free Traders? t 

Well, Not Quite p
XUST A FEW YEARS ago. ttoe 
I truths seemed self-evident: There 

tJ isn’t much sex in the new Army,. 
nobody would flare sue a sitting presi­
dent, hplifff In free trade was ex: 
[^and’ing Ipeynrablv in America's politi-=

'cal centec, - •„ ^ '
Wrong on sex in the.Army, wrong on 

suing the president, , . .v
And wrong on free trade., ; , ; :I

"-^*sT^'^en5e oi'income ine

of me ypiu • -ni '-ri-l,
r—-—^ Amencaa.,,':^Fe$r.|

trade V.consensus..From thejett,-!^

■''

rom;,iat(or.lo De,fluupsiu ij. js,
.nitinSic attachment-tocopehitradela^vi,

\ enlacing toadltional- .conse.rvjitiM^^ ■: 

^peeling away
fbt-traclctra4eieg}5.1a.U9R»S^J^

. d%;c|inton^(lwMi»M 
be%.pursUe<lpQ{’ec6g^ti5^0)WMv:
more>pik)rttha9-Pemwrateivft^^^ 

;espouslEg-econorplp..;na4qf^isp^^^^

hat l^publicait.i, lciie%L[?P^^rick B

V Ull UlC vaj:av. ******^absurd. InteripaUonidist=
i^es,nave:nfl(
resun.nas^pe retiord-liUsUngmentdn24 ^sustained economic:

'Pregld^.

I 'cTafs Who wantto^au-gp traae*^ 
inthe:miastonthfe<y!iQ|"i<’-"«

’against tree ■traae-.j^ 
fc-emergemiepnTab^ 
n^rfficraTTc, nartv/iePnis Mrn;;;;??]^iselv as the onettaricgoWpl 

;l .-the‘^nQmic;>horizon-Ms a continuma;;
■

__________ .jardCuiat^buffapoo 01 a prinanai labor ally. Penff^ 
cratic House leader Richard Gephafit^ '

A decade ago, organized labor was 
becoming a marginal voice even within . 
the Democratic party. After, its 1996 
election-year blitz, it’s now a player. 
Moderate “New Democrats" groaned 
last week when Rep. Gephardt invited 
freshman Democrats to a briefing on 
trade issues, and said the oneier would 
be Akl-uio presiaeni jonn aweeiiey.

Mr. Sweeney wanTed to drive home 
this message: Organized labor opposes 
MFN for China because of Beijing’s 
labor, trade and human-rights policies, 
And it will insist that any. fast-track: 
legislation require that new trade deals 
include specific provisions, safegukrding ' 
labor rights and the environment, . s

HE BROADER labor'mSssagO'.dS' 
that trade deals are creating 

- downward nrassiire on wageS^v, 
allowing corporations to take factp'rtg’ 
or work owrseas unless workers hpre-;- 
ratchet doTO wage aemands. ’ it jp^y ,. 
increases the oai^ning power Of wr^* 
norations oy increasing their mobilitv.Vt^ 
argues Thea Lee, the AFLdOls assi^r. - 
tant Qirector oi puoilc policy. mepOStefv 
child for this ■arCTment-lSi.thfc;Not!th:^:

Ti

f

.1:

Nafta’simpacttvbufafreertraders-d^l^ 
pear , to be supping pt lh^vpiibgi^^^ 
lAtlonsJliattle. ArecenfWaiistreetJoafr^ 
nal/NBC News poll .showed :tha^- tarj.aB 
m to. m rnargin, .Amencans terig ift 
‘thmk WafUi has had a negati^ffiatofegt- 
bn America: ^

' Meanwhile; the Republican party In-, 
crea^inglv is ’filled ^bV^ptdists W- 
speak more for.'.small.*ltsiribsff;

views evolve accordihgly.'V',» - rr ^
Jree^radersstjfl^doitiinate.and*''"”- 

shodld be able to Peat back tnesei..

example, is reminding average Ameffi; \ 
cans' that they'll pay more tor unrismas^^^ ’
preseqtsjf Chii»-S;tead£^t?g;.;fe|f *'
■yoked?

: The Glintbn Aa^iihtMbn.^

' care plan, to help. •*Youneed:io:.c^atb& 
public<»nstltuencyrortrqptraqe,!|j!:'S^^

Sibailefl^el:

aiistsY rnese are lunddmehtaii..— 
iJiHi tar-reaching imnllcatio'ns^ah Jmport^t iiiio'inbnt.~ ^bbthlip^ 
trv.to redefine themselves-;’;’says^tm 
Rosenberg; ca, 'Pemocratic ’’Tfits is beingrseen;as a:broadeH4b<> 
gical -fight ana- not purejyiabouwrfadr

i
*
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Free Tradk
Clinton must fight for fast track

from more than 30 otber AmeSwi reSb- Km!^ * * Democratic

“c'Sv'si"‘5
the United StatM to piticipate Cone«K American free trade. In a speech

HConsra,laiktoel.chim»aU«arat

* Mr. Clinton evidently thinks the tvfH* and environmentaljagainst obtaining faiT»S^ tie from Chile. The obvious com-
jterra are so formidable that he haf decided
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To .oooooO. V eour, U.0 "Ir™" htdo. WtaUhg it

fRopubiiooho- o.i„e,,„g i„torna,loo.,i,l "Sirp^h“;r‘“,r.7o”r



02/03/97 09:54 o 0002

Gingrich pledges 

to help Clinton 

broaden NAFTA
He also supports 

pa>ing U.N. dues
By Andrew J. Glass
r,3XK£W5 5(;'<''>c£

the World Fconomic 
Pgrum, an elite )?roup of 
loaders. Mr. GUigrich said .
pubUcan hierarchy In ihc Ho-wn 
would work aa a team with 
Ginton WWw Hou^ to 
president “fast track” authonW to 
broaden the 1?93
Free Ttadc A^ieemeat CNAkW 
with Modco and Canada to hichide 
other Latin nanona. notably CWie- 

If enacted, the legislanon would 
allow Mr. Clinton to send Congrew 

\ a new trade package, which 
'i ihen either be adopted or rejected
\ _ but not amended in any way

-We*U probably pasa it before 
[Mr. Clinton I tioca w GutiniAiagE
icar;WGln«^E^r^

A'^ate tor mt v-innona trip w 
Latin America has not be« ^

Georgik Repwbhcaii alM 
hacked Mr. Clinwa^ <^rt » «« 
up the mow than bU^ ^ 
United States oww tl« United N** 
tion*. Speakinff aew U-N- 
3ecrotar7-G«oe^,l^ft
Mr. Olngrich *aid, “Hell probably 
get the money heh idSlStinB upon 
and we’U get me refbnno we-ra ui-
Bifiting upon." ^

Congwas has held up paynwnt 
of the money until the United Na- 
rtooa slashes its spending and^ 
duces the size of its huranacracy.

While Mr Gingrich spoke favor­
ably of U.S. policy in such ai^ aa 
Cuba, Iraq and Iran, his feUOW 
panelist. Sen. John KeOT,,Mas» 
chuaetta Democrat, cnucrrtd 
Clinton administratioiis pO^ to­
ward rhina, calling it "sunply nou-

"You have to balance all the in­
terests,” Mr. Kerry said, "Our al­
lies have been aU coo ready to le* 
the United States be tough [coward 
Cliina] while they hold our coat
andeetthflContracTa"

Hie Gingrich-Kerry dialogue — 
il %va3 in no way a debate -- WM
bdled on the progi^ at it^
Alpine resort as “TbwarU a New 
American Era? What Can the
World Exp^ from the USA?"

As Mr. Gingrich nodded m as­
sent, and the chief executives from 
a score of nations took notex Mr. 
Kerry said: “We actuaUy agree on 
a lot more tiian most people imag­
ine- I think you can throw 
the rules. The old labeb on the left 
and right don't work anymore.

Mr. Gln«™h spoke up for the 
U.S. trade embargo agaii^ Cub* 
and favored taking a rough swnce
toward both Iraq ^

He was promptly challenged oy 
Mohammed LaHjaiii, vice pru­
dent of Iranii Ebrtl^ RelatiOOS
CDmmlSSlon, who srdd, “Amc*^
icana want to exert their power ev­
erywhere in ilie world-

kr. Gingrich shot back that 
Iran^ sponsorship <rf 
vrw “binadly accepted." Mr.
Larijani, who is also a member ^ 
the Iranian parUameni, sought to 
continue the exchange,
membeia of the audience told to
to sit down while oth«™ applauded

^©^^h and hU wifc, M^-
tmne. planned to spend feur 
at the forum, leaving tbdV* * 
befora it conclude*, so tMJM 
speakn' could return for Mr. Gin-
tonhSto of tbe'^tdoa addrew to-

5i Mblo cars and «ki lift* through 
the aoow-cov'eted mountains, 
which nse above I4.oo0 feet
Distribt^edlVthdtfcwYorKTUnea
Mews Service
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Seattle Post Intelligencer
Tom Shapley
p 206-448-8325 fax 206-448-8184

Jim Barrett 
202-383-7819

Chris Hanson 
202-298-6920

Seattle Times 
Jim Vesely
p 206-464-2323 fax 206-382-6760

Steve Dunphy 
206-464-3250

SOIlTHySOUTHWEST

Dallas Morning News
Tim O’Leary
p (214) 977-8629 fax (214) 263-0456

Robert Dodge 
202-662-7575

Houston Chronicle
Frank Michel
p 713-220-7077 fax 713-220-3575

David Ivanovich 
202-393-6880

Austin Statesman
Arnold Garcia
p 512-445-3667 fax 512-445-3679

Art Daglish 
202-331-0900

Fort Worth Star Telegram
Bob Davis
p (817) 390-7130 fax 817-390-7294

Maria Recio 
202-383-6103

Tucson Citizen
Mark Campbell
p 520-573-4662 fax 520-573-4569

Ellyn Feruson 
703-276-5811

Arizona Republic
Paul Schatt 
p(602) 271-8475

Jeff Barker 
202-662-7260
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Las Vegas Sun 
Sandra Thompson 
p 702-259-4025 fax 702-383-7264

FLORIDA & SOTJTHF.AST

Orlando Sentinel
Manning Pynn 
p(407) 420-5418

Tampa Tribune 
Frank Ruiz
p (813) 259-7668 fax (813) 259-8504

Richmond Times-Dispatch 
Ross McKenzie
p (804) 649-6404 fax (804) 775-8072

Raleigh News and Observer 
Tom Burton
p 919-829-8959 fax 919-836-2840

Man Poninger 
202-628-3100 ext224

Sean Holton 
202-824-8229

Phil Willon 
202-662-7673

Peter Hardin 
202-662-7669

Jim Rosen 
202383-0014

OTHERS

Baltimore Sun 
Jacqueline Thomas 
410-332-6000 fax 410-332-6977

Newark Star Ledger 
Art Landaham
p (201) 877-5712 fax (201)877-5845

Denver Post 
Penelope Purdy
(303) 820-1728 fax (303) 820-1369

Boston Globe 
David Greenway
p 617-929-3025 fax 617-929-2098

Salt Lake Tribune
\ Harry Fuller

"^^p 801-237-2019 fax 801-237-2316

Mark Matthews 
202-452-8250

Robert Cohen 
202-383-7800

Adriel Bettelheim 
202-662-8990

Aaron Zitner 
202-857-5114

Lisa Carricabmu 
801-237-2055



07/10/97 THU 11:18 FAX 202 395 3911 U.8■1 -K jaml sittvtRi ifciyuD

Pittsburgh Post-Gazette 
Reg Henry
p 412-263-1514 fax 412-263-2014

Philadelphia Inquirer
Morris Thompson 
p 215-854-5912 fax 215-854-5691

Jack Toiry 
202-662-7070

Steve Goldstein 
202-383-6048
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Business Representatives (Same day phone 
call & briefing)
American Automobile Manufacturers’
Association
Steve Collins
326-5500 F 326-5567
American Apparel Manufacturers 
Association
703-524-1864 F 703-522-6741
American Business Conference
Barry Rogstad
822-9300 F 467-4070
American Electronics Association
Debra Waggoner
682-9110 F 682-9111
American Furniture Manufacturer’s
Association
Joe Gerard
466-7362 F 429-4915
American Farm Bureau Federation
484-3600 F 484-3604
American Meat Institute
703-841-2400 F 703-527-0938
American Textile Manufacturers Institute
Douglas Bulcao
862-0500 F862-0570
Association of American Publishers
Nick Veliotors
232-3335 F 745-0694
Automotive Parts and Accessories
Association
301-654-6664 F 301-654-3299 
Business Round Table 
872-1260 F 466-3509
Business Software Alliance 
872-5500 F 872-550 
Heritage Foundation 
546-4400 F 546-8328 
Chemical Manufacturers’ Association 
Claude Boudrias 
703-741-5000 F 703-741-6000

Computer and Communications 
Industry Association 
Ed Black
783-0070 F 783-0534
Emergency Committee for American 
Trade
659-5147 F 659-1347
Goldman Sachs 
Bill Dudley
212-902-3394 F 212-346-3115 
Grocery Manufacturers’ Association 
Stephen Ziller 
337-9400 F337-4508
Information Technology Industry 
Council
737-8888 F 638-4922
Merril Lynch
Bruce Steinberg
212-449-0928 F 212-449-8133
Motor and Equipment Manufacturers’
National Association
Chris Bates
393-6362 F 737-3742
National Foreign Trade Council 
887-0278 F 452-8160
National Association of Manufacturers
637- 7000 F 637-318
National Pork Producers Council 
347-3600 F 347-5265
Telecommunications Industry 
Association
Eric Nelson
703-907-7700 F 703-907-7727 
U.S. Chamber of Commerce 
659-600 F 463-5836
Wexler Group
638- 2121 F 638-7045
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Companies who have issued NAFTA 
supporting statements

Allied Signal - Morristown, NJ 
Ken Cole
201-455-2000 F 201-455-4807

Casas International Brokerage Inc. - 
San Diego, CA 
John Jollife
619-661-6162 F 619-661-6800

Caterpillar - Peoria, IL 
William Lane 
466-0672 F 466-0684

Chief Automotive Systems Inc. - Grand Island 
NE
H. Ed Rodrigues 
210-820-3824 F 210-492-0277

Chrysler, Auburn Hills, MI 
Robert Liberatore 
414-6747 F 414-6716

Coded Communications - Carlsbad, CA 
Jim Lantry
619-431-0077 F 619-438-5649
Eastman Kodak Company - 
Rochester, NY 
Daniel Carp
716-724-4000 F 716-724-0663

Ford Motor Company-Dearbome, MI 
Elliott Hall
962-5400 F 336-7231

Goulston Technologies - Monroe, NC 
Norman Cohen
704-289-6464 F 704-296-6400

Panamax - San Rafael, CA 
Caol McClure
415-499-3900 F 415-472-5540

Proctor and Gamble - Cincinnati, OH 
Jane Hoover 
393-34081 F

Pulaski Furniture Corporation - 
Pulaski, VA 
John Wampler
540-980-7330 F 540-994-5756

Raab Associates - Lahaska, PA 
Raymond Raab
215- 794-7607 F 215-794-7607

Stevens Car Care Products- 
Eastlake, OH 
Jeff Stevens
216- 953-2900 F 216-953-4473

Texas Instruments- Dallas, TX 

Liese Wright
628-3133 F 628-2980

TRW- Arlington, VA 
Jim Christy
703-276-5052 F 703-276-5024

General Motors- Detriot, MI 
George Peapples 
775-5090 F 775-5032
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IS EUROPE ELBOWING THE U.S. 

OUrOF SOUTH AMERICA?

PEUGEOT

iVhe U. S. has long regarded South America as its busing 
Tbackyard. But while Congress and the Clinton Adminis- 
I tration dither over moves to create a free-trade bloc 

covering the hemisphere by 2005, the European Union is 
barging in and bolstering its economic links with the region.

Europeans have won many of the top privatization de^s 
since the early 1990s, when governments in South America 
began opening their markets. Now, they are swooping mto 
private-sector businesses from banking to food. “We cant 
be left on the sidelines,” frets U.S. Commerce Secretary 
William M. Daley.
FREE-THADE FACTIONS. While Wash­
ington is focused almost exclusively 
on the 2005 deadline to create the 
Free Trade Area of the Americas 
(FTAA), the EU is adopting a piecemeal 
approach that is winning friends. By 
1999, the EU and Mercosur, led by 
Brazil and Argentina, are expected to 
begin talks that could lead to a free- 
trade area. The U.S., meanwhile, 
hasn’t yet agreed with Latin American 
nations on the objectives, structure, 
or approach of the ftaa talks sched­
uled to start next year. -------Europe is making diplomatic gains, IN RIO; Europe’s corporate presence is huge
too. While President Bill Clinton will

ating authority from Congress. Fed up with the wait, Chile 
has moved closer to Europe and its own neighbors. It h^ 
now joined Mercosur as an associate member. And in June, it 
started formal talks on a separate trade deal with the EU.

Of course, the U.S. is still Latin America’s biggest overall 
trade and investment partner because of Mexico’s nafta 
membership. But Europe is pulling ahead in Mercosur, whid 
excludes Mexico. Mercosur’s two-way trade with the EU to­
taled $43 billion in 1995rvs. $29 billion with the U. S.

Europe is winning the race for megabuck contracts to re- 
bufld South America’s infrastructure. Spain’s 'Itelefdnica de Es- 

>afta, for example, has spent $5 bil-

I

I

not make his first trip to South America until October, Eu­
ropean and Latin American leaders visit each other often. 
French President Jacques Chirac and Spanish Premier Jos4 
Maria Aznar both toured the region this year, and Argentine 
President Carlos Menem went to Germany in May and in­
vited German companies to take part in Argentina’s remain­
ing privatizations.

Chile, for one, seems close to throwing in the towel with 
Washin^on. Its bid to join nafta has been stalled for more 
than two years while Clinton tries to get fast-track negoti-

--'1-----7-------- Aion buying telephone companies in 
Brazil, Chile, Peru, and Argentina, 
where France T61^om and stet of 
Italy are active, too. France’s Elec- 
tridto de France and Lyonnaise des 
Eaux have taken over state-owned 
utilities. And Spanish energy company 
Endesa owns electric companies in Ar­
gentina and Peru.
SUPERINARKETS. In some countries, 
Europeans have built enormous power 
bases in the corporate sector. In Brazil, 
South America’s biggest market by 
far, 7 of the 10 largest private conipa- 
nies are European-owned, while just

--------------------------------------------------- lilTO arc VTIIMW JViAJvtwo are controlled by Americans. Europeans dominate huge 
swaths of the economy, from auto makers Volkswagen and 
Fiat to French supermarket chain Carrefour and Anglo- 
Dutch personal-care products group Gessy Lever.

Not everything between the EU and Latin America is 
hunky-dory. Brazil, for example, is complaining about Euro­
pean barriers to its coffee exports. But the EU has laid 
enough groundwork to protect its interests if the U. S. and 
South America ever succeed in setting up a trade bloc.

By Ian Katz in Sdo Paulo

GLOBAL WRAPUP

MOSCOW POWER STRUGGLES
► A vicious power struggle is raging 
in Moscow among bankers, business­
men, and reform politicians who 
backed Boris Yeltsin’s reelection bid 
last year. With the threat of a commu­
nist resurgence—the glue that bound 
them together—gone, they are at 
each others’ throats fighting for polit­
ical and financial power.

The conflict is turning violent. On 
July 21, a shot was fired into the home 
of Central Bank Chairman Sergei Du­
binin. No one was injured. Earlier this

month, Dubinin accused former 
Deputy Finance Minister Andrei Vav­
ilov and rn^or banks of mishandling 
over $500 million in government funds. 
Vavilov, an ally of Prime Minister Vik­
tor S. Chernomyrdin, was bounced 
from his post by reformer Anatoly B. 
Chubais. He quickly found a job with 
MFK Bank, a unit of Oneximbank.

Moscow insiders read the probe into 
Vavilov as an attack on Oneximbank 
and former First Deputy Prime Minis­
ter Vladimir Potanin, who now runs it. 
Other financial bigwigs, notably Securi­
ty Council Deputy Secretary Boris

r
Berezovsky, want to tdip Pota^ls 
wings and stymie his acquisition binge. 
Oneximbank is locked in battle with ri­
val groups for control of both Rosneft, 
the last big ofl company to be priva­
tized, and Svyazinvest, a telecom ou^t 
whose holdings include a 38% stake in 
long-distance carrier Rostelecom.

Meanwhile, Potanin seems to have 
lost the protection of Chubais, who is 
mainly preoccupied with consolidating 
his political power. In the new Russia, 
where connections count far more than 
entrepreneurship, that’s dangerous.

By Patricia Kranz in Moscow
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CHINA

HAS DISNEY BECOME 

THE FORBIDDEN STUDIO?
Irked by a Tibet film, Beijing freezes the giant’s new projects
■ t was the kind of publicity Walt Dis- 
Bney Co. never wanted. When the 
I Hollywood giant decided last year to 
produce and distribute Ku-ndun, a film 
on the Dalai Lama, the Tibetan spiritu­
al leader, Beijing officials erupted, furi­
ous that foreigners were publicizing the 
cause of Tibet.

Yet Disney stuck with the project, 
which superagent Michael 0\fitz acc|uired 
for the company in his short, disastrous 
tenure as Disney president. Now, the 
extent of the retribution is becoming 
clear: a ban on new Disney ventures in 
China, the world’s biggest undeveloped 
media market. Disney “has indicated a 
lack of respect for Chinese sovereignty,” 
says Yang Buting, a vice-director of the 
Ministry of Radio, Film & Television. 
“Because of this, we are thinking over 
our business with Disney.”

Chilling comments. The propaganda 
department of the Communist Party’s 
Central Committee is so angiy that Di.s- 
ney's main projects in Clfina me “fimen,” 
.says an industiy analyst. The c()m])any 
has a few ventuies uj) and iimning. But 
Disney wants gi’(‘atei’ access Ibr the Di.s-

ney Channel through cable tv: China’s 
fledgling tv market is ah-eady generating 
$4 billion a year in advertising revenues. 
'Those effoils a»-e going nowhere, industi’y 
sources say. Sources also say the Chi­
nese are not releasing new Disney films 
and that the company has not landed a 
distribution deal for its videotapes.

RETRIBUTION

MOUSEKETEER: Beijing is 
revising to release new 
Disney movies and videos

signing on. But such efforts 
“take time,” says Maria Miu, 
a Disney executive in Hong 
Kong.

The uproar could also af­
fect Sony Corp.’s picture­
making division. Sony is dis­
tributing another film, Seven 
Years in Tibet, starring. 
Brad Pitt. “The company is 
expecting some difficulties,” 
says an industry analyst 
based in China. Sources say 
Sony is concerned but hopes 
the film’s adventure theme 
will not be as controversial 
as Disney’s Kundun.
TOO “DEFIANT? Even in the 
best of times. Western en­
tertainment giants face ma­
jor hurdles in China, from 
copyright infidngement to re­
sistance from the communist 

bureaucracy. It took Children’s Televi­
sion Workshop more than two years to 
negotiate its Shanghai-produced version 
of Sesame Street. And China’s recent 
promotion of its “spiritual civilization” is 
partly aimed at protecting local indus­
tries fi’om Holljwood and other West­
ern influences.

But Disney appears to be in the 
hottest water of all. Disney “should not 
have been so defiant” on a film China 
considers “taboo,” says one seasoned 
Asian tv executive, arguing that the 
company could have shown more sensi­
tivity. “They just don’t know how to 
approach the Chinese.” For now, the 
exact release date for Kiindun has not 
been set. And, informed sources say, 
Disney officials are not ex'pecting a thaw

Plans to expand TV access for 

the Disney Channel and the China Disney Club 

are going nowhere. Meanwhile, Sony’s upcoming 

Tibet movie could land it in hot water, too
Disney officials are playing it cool. 

“We continue to do business in China,” 
says spokesman John Dreyer. “The Chi­
nese government has expressed their 
concerns about KunduN," he adds. “We 
continue to talk ufith them.” The com­
pany also points out that 12 'i'\' stations 
carry the China Disney Club, a family 
show launched in Ififio. Disney says it is 
talking with i.imv incial t\ stations about

until the film flajD is over, which they fig- 
ui-e will be in the first half of 1998 at 
the earliest. Even that scenario may be 
wishing on a star.

By Joyce Bamatlian in Hong Kong, 
with Matt Miller in Shanghai ami De.x- 
tei’ Floheils ni Beijing

An interview with Disney Chairman Michael 
D. Eisner appears on page 73.
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