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WV CORITINUATIO L TRADE STATTIR IS IN THE NATIONAL INTEREST OF THE
UNITED STATES: —

+» ENGAGEMENT. President Clinton's sirategy {5 clear: U5, interests are best served by a secura, stable and
open China. The manncr in which we engage China will help determine whether it becones iutegiaied 1w
infernational forms qud institwtions or whether it becomes more igoluted and unpredictable, Thiz voic must be
about how best to promots U.S. interests—not an endorsement of all of China’s policics. Entending ta China
the same normal trade treatment we give to virwally evary natiun on el will help fwthes integrale China --
and promata the interests of the Amencan people.

« INTERNATIONAJ. COOPERATION: China's adherence io international norms ls fundamental 10
advancing the inlerests of the American people. On nonprolifaration, China has joined us in the NPT, CT. BT.
and CW( regames. (‘hina is a contribulor to maintainiag stability on the Korean peninsula and hringing
ol Kwea inly peacs talhs. Weo lave d suoig bildieral progrm cowbat alicu yuwuggling, wrcolics
irmfficking and terroriem. Negotiotiona on Chinn’s adherence to WTO norms nd etandards are moving
forward, building on past progess such as las year's intellectial property accord. MFN extension supports
our efforts 1o subject China to the same infernaional disciplles as other mujor powrs and builds on
soeperton in Inpertant arees.

« HONG KONG: Hong Kong is Lhe pateway af frade between the US and China. Revoralon of MPN would
seriously weaken the people of Hong Kong just when they necd to assart theit susagih wnd autonomy, The
Hang Kong Government estimatac that revocauon would: slash its trade by $70-530 hillinn_ elimainate 60,000-
85,000 Jobs. out cronomic growth by weil over 30 percent and geruce income by 34 billien, Thut's why Houy
Kuug leaders across the political spectrum, including 1leng Kong Democrats Party loader Martin Lee and

Guoverner Panen faver renewal of MEN.

‘ »  JOBS. Today an cstusted 170,000 U.5. job depand on exports o Chipa, U.S. ¢xponsio China have more
thon tripled over the past docade and China is now ow fifth Jargest wading partner, acconnting for $12 billion
af UL.S. ewpnrts  Revacntinn wenld defail the lalks on Clung’s eatry Into e World Trade Orguuizativn, wey
which China would rednce its trude bawzicas subsiantially, crealing NEW cxport opportunities for u.S.
companies and warkers. Revocation would invile retaliation against U.S. expariers and investors. Revoecabon
wonld also hurt U.S. consumers, whi canld pay upwards o lalf 3 billion dellars more in a siugle year Lreduse
of higher tantis on such products s shoes and clothing,

. ITUMAN RIGHTS: Engagcntent does not mean endorsemcnt. The Administration has sonsiswently pressed
ils human rights eoncems with Cluna, including most recently in Usticva at the UN Iuman Rigiws

Commilles. Morcover. our supputt for the cstablishmen and operation of Padio Free Asia demanatrates our

comumineat to ehsring LNproved aceces ta aecurate information in Chuna and the Asla Facific rogivi. Over
eng wp Chinese socicty. Every yoal. thoueands of

rims normnal Uade and confimed ECONOMIC ENgageTncRL op Es
Chinese empleyees of U.S. companies vizit this country, gaining expoeurs 16 sur palirics, ecqnomy and
personyl Licedoms. Revoking pormal trade stanue will diminish these growing tes and play inw the hands of

{hese in China who want less apenness.

. KRELIGIOUS FREEDOM: Rovocstion would alco zel }:ack the cause ot'exx_mdmz re}!gl?us fxfcio:\ ::A
Clupa. Thiz is the view of the Ching Service Uoardinating QMCE, an mgammu?n af:zl-v;nb rnnr‘; tha m A
hundred Chrislian orgamzations in China. Thuy fear the following cffecte: d_umr. wil Ff close dL%r 'SEI:n
throngh cducativnal, cultural and ather exchanges; revacanon wauld undermine Hung Kong and Lanwal,

hurting tieis Chrietian sutreach to the mainiand

e« TAIWAN: Revocation wowld damage “Fajwan's cconemy, with §20-30 hillian invested m the mainlaud.
Taiwan's ceomnuic visbility 13 in the interest of te American people.
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‘ ' HONG KONG AND NORMAL TRADING STATUS FOR CHI

MFN rcyocadon, or a shori-term repewal, wauld serinnsly undermine Hang Kong at a critical Bme.

Iong Koug will severt w Chinese sovereignty on July 1. MFIN revocation wouwld hurt Hong Kong's economy
and shake confidence precisely when it must nesly i asser its sgength and autonomy.

* Hong Kong'’s ecanomy i5 bagsed on trade end scrvices and 50 pereent of Chinn’s trade goes through Hung
Kang. MFN revacation would halve GDP growth, double unemployment by causing the loss of 60,000 to
5,000 jobs, and reducs: Hang Kong's trade by up to $32 tillion (8 percent of total wade)., Any Chincee
retaliation for revocation against [J.8. exports wauld amplify the damage

» A2 a bridge between East and West, Hong Kong is acurely sensidve w disruptons in U.S.~China rclations.
MFEN revocation would severely damage tose reladions, lead w uncerainty among the Hong Kong poople
and leyacnthe international husinoss commuuity’s confidenes in ong Keng o5 a tade and financs center.

+ Blows to Hong Kong's economy and confidence would undermina ite ability to maintain itc open economy,
¢ivil liberdes, and way of life during the transition.

The full spectrum of people in Hong Kong support MFN. Evcn those most critical of Bejjing surongly
support unconditional MPN starus for China because it promotes Hong Kong's interests.

long Kong Goveruor Chris Pattcn, who has championcd Hong Kong's civil liberties, has said, “If China loges
her MFN status, Hong Keong suffors.. . MFN is of very, very preat importance o the people of Hang Kang, 1o
the well-being of Hong Kong, te the futwre piospedty and srability af Hong Kong.”

‘ Leading Hong Kong deuocracy figure, Martn Leg. stated. “If the Uniwd Suites is uuun:c_rued about the
handover, then the best thing is (o assure Uie vunuuwuty by making surc nothing dramatic happens to Hong
Nong... The Deqwesaric Party has always suongly supported renewal of MFN for China unconditionally.”

The American Chamber of Commarea in Hang Kong, the largest Chamber in the world aurside the Unlitﬂd
Statcs, states, “Reveeation of MFN would seriously damage Hong Kang, undermining confidences duing a .
critical rransition penod...underent economic retorm in China...and sericusly jeopurdize U.S. ccononue

interests.”

The United States has sisungly supported Hong Kong's autonomy and way of life. (1w Admirnistraton
emphatically supposts the 1984 Sino-British Juint Declaration and the preservation of Hong Koug's vpen
cevniny, distinot logal system, and civil liberties. The Linited States repcatcaly has stated thia pesition

publicly and in mestings with high-level Chinese officlals.

amework of bilalcial agreements digectly with the Hong Kong
and air scrvices which support Hong Kong's auianomy.
ide for continued operation of our Consulate Qeucral

o+ The Administration has nagnfiated 2 framer
suthogities on extradition, mutoal legal assisunce,
It has nepotiated agrecments with China which prov
ang U,5. Navy port calls.

The Adminisiration believes that anything tess than a full year extensiun o_f MFN will s].:_nd the:;r_ong
signal to the peaple of Hong Kong and to the internationsl community. Linking Hong Kong ta ¢hina
I\EFN weakens, not strengthens, the efforts of die U.S. Gavemment to support Hang Kong autonomy
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CHINA’S COMMITMENTS ON HONG KONG

China and the United Kingdom negotiated the reversion of Hong Kong te China, In 1982, China indicated
that it wowld oot renew the 99-year lease, signed in 1893, under winech the Uuted Kingdom had acquired most
of T.hc teritory that conynises curreni-day Hong Kong. After negatiations, the twa sides signed the 1984 Sino-
Bnitish Jaint Declararion, which sets fortly the terms for the reversion of Hong Kong, and the end of the United
Kingdom’s Jong colomal rule.

China has made specific pledges about Hong Kong’s future. The Joint Declaration and tho Basic Law
promulgated by China in 1990 established the ¢ancept of “ane ronntry, twa systams.” They previde that Heng
Kj.mg,‘ will exercise 2 high degree of antonomy after the transition, The social and ceonomic gystems, hiastyles,
and nghts and freedoms enjoyed by the Houy Kong people are to remain unchanged for at least fifty years, and
tho PRC’3 ¢cconenue aystam and policics will not be extended to [long Kong, China sepeatedly by reaMirmel
these pledges. Tho Joint Deolaration and Basie Law specifically provide that:

* Hong Kong will have independent courts, with ultimate judicial authority resting ir a local Court of Final
Appeal Hnng Kang laws will apply.

e Hong Kong will retain its separate currency, monetary system, and finances. Hong Kong will have
independent 1axing authority. and no 1ax revenues will be collected for or sent W Beijing.

= Hong Kong people will clect their legislarure, and Hong Kong police will maintain publie erder; Hong
Kong residents, net nanslleng Kong PRC officials, will occupy all important government and civil service
pasitions, including Chief Executive.

» Hong Kong wall be able to ¢nter into international agresments in a wida range of aress.

The United Statea is watching the reversion elosely and actively supparts apen, accountuble, and
demacratic institutions in Hong Kong.

There have been some welcomed develupmcats.

«  Cluef Sccrctary Anson Chan -- a haghly reapected pro damlocrnt}f civ.il servant — has anppunced that shr
will remain in her position. In February, Hong Kong's Chiaf Fxncntive-dacignate (.H. ‘Tung announced
that all other eligible senior civil servants will stay in their posifions after reversion.

«  Senior Chinese officials have reaffirment that Hong Kong will maintain [ts 0wn currency, whicli is linked 1o
the U.S. daliar, and permit (ong Kong w control its substantial fcm:igl.l wu.‘-hw.tslc rrenrves. .

s China has approved Hong Kong's continued participation in intctuatiinal organizations sad extension of
mast major multilateral agreements curremly applicd w Hong Kong through the United Kingdom.

Wre have expressed our cuucern about certain steps Chino has taken.

Chipa’s decision net to ranagnize the 1955 Legislative Counil
clovtivas and to orgenize o provisional legislature fo take otfice on July I Befiing says the p;uv;sloml
legislaturz will serve no mate than & yesr and a broad spectrum of candidatcs will ba allowed to

artioinate in 1008 elections for a new Legislatve Coum;q_. _ | N

. 1Ia{ec,entp Beijing decisions tn restncl the Bul of Rights Ordiiance, the right to demenstrate and the 4\&11“'11155

of political partics have fueled concsm in Hong Kong, which the U.S. shares, that Hong Kong's civi

e o ; st after reversion
libertics and individuz) {iccdoms will be restricted aft N . .
+  Thc United States belioves that eivil liberties and basic frezdoms are critical compueats of Iang Kong ¢

way of lifc and vital to maintaining confidence in Hong Kong, The United Staten has uxpx::;e; cl;:lr:y 1
senior Chinege leaders its deap concern about any actions Lt would weaken those rights eedoms.

» The United Stdles is concemed about
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CHINA AND NON-PROLIFERATION

Engagement is vital to halting proliferation. It is in our vilal padonal interest that China ambrace international
porms, and abide by them. China’s record 15 clearly mixed. Lngagement is necassay (o sustain progress made, and
to address arcas of continuing coneem.

Engagement has produred some positive developments in streagthening China’s non-profiferation policy.

+ China adhered 1o the Non-Proliftration Treaty (NP 1) i 1942 and supparten its indefinite and unconditional
cxwnsion in 1993,

e Cliyus smeridly 1ubfied the Chermical Weapeng Convention in time 1o become an original party.

»  China agreed to o moratoriuin vn nucleu (esting effective Scplember, 1996, and signed the Comprehensive Test
Ban Treaty (CTBT).

= Lagt yey Cluna announced stronger national nuclear export controlz and 13 se¢riously studying jotning the
Zangger Comminee.

We have continuing concerns.  China is 2 major pradocer of nuclear, chemical, and missile-related equipment,

materials and technology. We have sirong concems abowt Chinese wansfers of advanced conventional weapons and

nuclew cooperatiun with lian. Cliwna's covpeiation with lian's uudlear puwer progran las been saloguurded uider
intemnational inspection, but we are concemned that any muclesr caoperation will be cxploitcd by Iran for weapons
dovolopmont, Wa algo have strong conoarns ahout reporte of tmnefar of minile equipment and technology to Iran
and Paldstan. and transfers of dual-use jtems that could be used in hy Tean in its chemiral weapons program

We will use the tools at our disposal to stem the flow of dangerous weapons. These include our strong

‘ nonprolifeation laws. Revoking normal uade staws is the wiung wol.

o “[he Administation used diplomatic pressure and the prospect of ceonomic Jq.nl:l;iunu i the ring magnets casc
last year to scoure 2 significant new commitmant by China not to provide assistance to unaafeguardad nuclear
facilitics. We have monitored thic issue closcly, and have no basis 1o ennclude hat China is not abiding by its
commitment.

- In Augost 1993, the U.S. impagad sanctions on Chinese entties for shipment of missile-iclated ¢yvipnient 1o
Palistan Following negotiations. China apresd to a global ban on sules of MTCR-class ground-to ground
missiles, a stricter commitment than dic MTCR requires. N o i _

v In May 1997, the U.S. imposcd sanciuus on seven Chinese cnhtxe:". for assisting Tran’s chemucal wr:npni'l.ﬁ .
program, We have no cvidence that the Chincse govermment was mvolved in these erpnrf_t. We are encouraging
Ihc. Chinese goveriunent to stroogthen ity export control systern to prevent eneh transfers in the fulure,

of missile proliferanon-related activities betweeu China and iran and PaJdstan.

; ] ahout repozts A .
We cunaiu concermed 2 e ahle undin U.S. 12w has occuriul, we will implopent the sanctions law fully.

If we dotcemine that activity sanclion

We must continue to watch China's activities closcly. We must aleo engage. We nced to work with China

taward a eomman undarstanding vi cffective export control poticies and to strengthen existing nativial export
a vital contrjbution to anr goal of preventng the sprea of all weapens of mass

Y a 1 11l be R .
control sysieuw, This will be rously undenmins thase efforts.

Jestruction and their delivery systems MEN revocation would 3
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CHINA AND REGIONAL SECURITY

China’s vole in 4sian secority will grow and will be pasitive or negative. Engagement will help shapc tha
outcome. Rovoking zomal trade status wuuld isolate us trom China and wndérmine our eapacity to shape its
direction. Dnring China’s last poried of isalation i the 1960, i supported insurgencics in the region and war a
kay ally of North Korea

Engagement with China an regional issucs has yiclded tangible benefits. Beijing helped 1o obtain North
Korca's compliance with the 1] 8§ -NPRK Agreed Framework, which halted Pyongyang’s nuclenr wcapons
progran and belpext 1o promote peace and stability in (mbodia. China has constructively participatad in
vunfidence building dialogues on regional sccurity in Northeast Asia and Soniheast Asia. The PRC has
cxpreseed interest in cooperation wilh the United Staies on policy toward a nuejear weapons free zone in
Southeast Asia.

China’s grawing regionsal inlegration has increased China’s willingness to settle long-srending disputes
with {t¢ nefghhors. Tt has resolved pegsistent Mao-era boundary disputes, which aceacianed hnetilitier, along
its extensive border with Russia. In 1956, China negotiated a five-party agreement with Rugsia, Kazakstan,
Kyrgyzean and Tajdastan oo confidence-building weaswes slong commun borders, China has normalized
telations with Indonesia and Seuth Korea, The PRC has worked to settle similar disagreements witll its
sautharn neiphborg. China and India have undortaken parallel troop withdrawals in contested arcaa. PRC-
Victnam working groups have made come progresz on disp_uted areas along their land border.

‘Where sccurity is threatened, the United States will take appropnate action. PRC missile exercises rear
Taiway lusl yew illustrule te (ensions stll evident in the rcgion. The President responded in a forecful and
offoctive munacr by digpatching two carnicr battle groups. At the same time, we rcaffirmed the thrce
communiqués and our support [or peaceful regolution of the Taiwan question. This action reaccured Acia and
‘ the world of cur commitment to the peaceful resolution of the Tadwen quegtion  Tencions in the Strait have
remained low since our action, and for the first time. some direct comumercial shipping has recently been opened
Detween Taiwan and the mainland. Cross-Strain irade and investment sumulate ditvet exchanges and graata

openness benween the PRC and Taiwan.

Where conflicts remain, engagement with other countrics ¢an moderate China’s actions. The PRC
claims sovercignty over the Spratly and Paracel Islands in the South China Sea, China’s occupation of
Mischief Recf provoked sharp reactions from ASEAN Naighbors. China subsequently participated in
multlateral and bilateral discussions with ASEAN on the South China Sea territories. Betling publicly
faclared s mtention to apply international law to such disputes and affitued its desire to pursuc joint
commercial development pending resolution ul curhipeting torTitorial clau_ns. China’s drilling for mlvln
dlsputed warers near Vieurun m March led to China's withdrawal and bilateral talles after Victnam's
strupy protesi, supported by other ASEAN states.

r allies in Asia, precisely because it would
Renewal of noul trade status ig widely

d dic ASEAN pations. They lmow that

ty, the cauge of deronerany and the long-

Reyocation of normal trading status is opposed by ou
undermine regivnal securify and cooperative efforts.
supported throughant Asia. including by Japan. Korea wnd Uis £
revocation would be a serious bluw o Asian secunty and stabib
term interests of Asia and the United States.
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CILINA'S MILITARY MODERNIZATION

China’s growing impuriance poses a critical choice for U.S, policy. We can angage China to help
intégrafe it info intemational systoms aud W channel its growing power in constructive directionz, Or we
¢4n try lo contain and izolats 1r, and cpsurc development of a deswabilizing ngtion hostle 10 he United
Siales. Our choiee will 4ffect China®e ehoten.

China is modyrnizing its forces, but they do nat pose a serious threat to the superior U.S, forces
available in the reglon, noy will tiey fur Uie loreseeable Tuture. The Chinese military is trying to
transform iteelf from 2 land buscd power, eentered on a vast ground focoe, W w sumlla, mobile, high-tech
military, but has 3 long way ta go, Since 1985, Chuna has redueed military personne! by I million, to a total
ot 3 million today. Anotber reduction of 500,000 15 undernay. Official defense budget inoreascs in the
1990s offsct-inflation that avcraged abant 15% and low spending dunng the: 19803, and were largely devoted
1o impraving the quality of Lifs for perseanel. Huwever, e officlal budget figue doss nat inclide off-
budgct funding, notably Tur purchises of foretgn wchnology, and profits from FLA-owned enterprises.
Somc analysts cstimate total spending at $40-50 billivn, Must of Cliuu’s weaipony technologies are 3040
years behind the United States, China's power-projection capability 1s rudimentary, and sustauncd powes-
projection ability virtually non<cxisient. China has recently acquired gome advanced weapene gyetems,
including 8U-27¢ and Kiln-class dizsel submarines, from Russia. Despite these acquisitions, the mainstay
of the air foree continues to be the 1960s-vintage F-7, and naval forces «till consist mainly of 1950s- and

1960513 technology.

acquisitions and perceptions, and avoiding misealculatians. Military_tn.military conlacts help ug
nnderstand {hina’s inientiang and ensure they are clear about ours. These contacts have produced concrete
benefits, including agreement on procedures which would allow contnued U.S. Navy pout ealls w Hong
Fong after reversion; discussions Wward a iilitary maritime cooptration agreement, designed o reducs
auscaleulations and aceidenty botween eperational foreea; and exchangos of naval chip visits, which gerve
as confidence-building measures batwasan oporational forces.

‘ Engagement, including military-to-military contacts, is important to understanding Chinese military

Engagement is key tn nvniding tuture confrontation. A Ghina \!t_{hich fe:lcls i'sulalcfl and tueatened is
more likely to copbasize increased milliary power. Engagemoin yvg-Clmm inccntives to ploy o positive
role In regiopal and global issues. Tweuty-five years ago China waa isolated and played an unhelqﬁl} .mlr.'. _
in virtually all rcgional and global issucs. This included support for groups s_ee.kmg: l‘r.‘n..':nhverF 1.5 friends
aud allies jn the rogion. 1 contrast, China'e recent involvement 1n A range of security issues. including
halting North Koorea's nucledr weapons program and brunging peace 10 Cambodia, his Lgen construcuve.

China has declared its intentinn 1o apply intcrnational Jaw to dispuiecs °~'l=r Souﬂ; Chim; Scﬂ tﬂrr§:or}_c? and
a.i-h- e joi i e 1 i 7 terntnna
i i Ly ursue joint cammereial developiuent pending resolution of eompeiing Lerii
e X £ engnging China. Japal 'faiwan, the

i i ics under 1c importance o
claims. Qur friends and allics understand the stratcgic importa . ar
ASEAN countries, South Kerea, the European Umon, Australia, among others, are themselves pursuiug

- ’

e oment with Chiza. They believe that such 3 UsS. polisy 1+ importat o egional sesarity and
suability. :
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CHINA’S HUMAN RIGITS RECORD

The United States remains concerned about China’s human rights practices. China denies or ourtails basic
freedoms W il citizns, including frecdom of speech, association and religion  The government maintaing an
auloszatic onc-party s@ic dul wicralss 0o organized oppoesiuon. Authonues confinue (o engage in evteajudicial
arrest nnd detootion of political and religious activists, aud wissuivl U s practice of religion. We also are
concemed about expleitation of prison labor and eoercive family planning policies.

Engagement wilh L hina has resulted in meaningful impravemants in the lives of hundreds of millions of
Chinese. Exposure to the gulside world, cxchange of goods, 1deas and peaple, has braught inereased Opcnuess,
sucial mobility ame? personal libertes, including greater freedom of movement, greater cholce of employment,
schaoling, and housing opportunities, and improved aceess w wdosuation, Qver Lime, citizen-to-citzen contacts
through the media, internct and travel cxposc Chincsc people to international standards and values wud will
continue to foosen rigid, authoritarian structures. Already, despite repression of religious groups not sanctioncd
by the government, membership in churches is growing at a rapid pace, with pethaps 50 million prasticing
Chrstiane  (China ectimaties there arme 100 millian Ruddhists and 17 million Muslims. Village eleetions have
piven raillions of rural ¢itizens aceess to a more demecratic process for choosing local officials. In reeent
yeis, exposuie W inteitiona] nouns and legal systems has played a role in China’s legal reform effort which
should broaden citizens™ rights. Reforms include the 1997 amendments to the Criminal Procedure law which
tmposs limits on pelies detention of suspocted eeiminaly, and the 1904 Stave Compencation Law which allows
Chinese eitizens to sue government officials and colleet damages. Absant engapgement, it 1s unlikely any of
these changes wonld have oceurrad — indeed, the most repressive periods in recent Chinese history eceurred in
times of intcrnational isolation.

Administration Continuss Lo Press fur Huaa Rights, The Administration's support for rctaining MFN
is woupled with active efforts to promate respoct for humen rights and the rule of law;, including respeet for
the human rights of Tibotans and their unigua religiour, linguistic and cultural teadition. We will keep faith
with those svho are fighting for a more plurnlistic sociefy

«  The United Stars raises human rights issucs direety with China at every oppuriunity.
e The United Stares maintains Tiznawnen-era sanctions against Clusia. _ o _ _
¢ The limited States enforces U.S. laws banning prisun labur dnports, including sanctiens against prison-

made gaods. ' _
o Again this year, over China’s strony wbjections, we co-sponsored a resolution at the UN l"luma.n ng?ﬂsl
Commission in Geoova calling attention to human rights wiolatians in China and argucd vigorongly lar its

. 1;;5: ﬁr;‘md Slulcs Strongly supports broadeaste of Radio Free Acia in China and the Asia Pacific region w

promwte the free flow of aformation and fostar marc nhen and Prosperous SocCCUes.

il pressure has produced resully. Against the hackdrop of intgqsivc dialoyue

with the Unitnd States and continued public U.8. witicism, China rooeml::; hag t:ll;x; gs;mr. E:slt;v; ;tig‘s:m'fl‘h;lscc
isi ien 1 nau i Econemic and Snc s, ina he

i 1o sign the Lnlernational Convention on . ] .

E::;:t:g;;célj:zr:uttwif the Red Crese to Beijing 1o discuss 1ssues regarding Chinose priseners. Only by

; N it with i iona! standdrds, and
Inte ot o e of US jntarests, by familiarizing Chitus with intcmations fdg,
actively promoting the enm; f:e:?nple American ideas and valus, can the procses of change be sustamed m

Our pelicy nf enpagement an

conununisatiag by vword an

China.
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- MFN turiff status is normal tradine statug. MEN i< a misnomer Tt ie nat 2 privileged etatus accorded enly to

clogo fricads. It is the ordinary 1ariff treatmont that we exiend (o virually all nattons. MFN has been supporied by
every President (both Republican and Demoerat) who has confronted the issuc.

MFN revucalion w_-uu!d harm Hong Kong. Hong Kong’s cconomic strength is one ol its chief agseig in cnsuring
its autonomy and viability. Hong Kong handles over 50 percent of US-China uade, nmking it highly dependent on
contigued normal trade relatians between the United States and China  Hong Kong authorities eslimutc that MFN
nuvuudtiqn wunilil slash its trade by $20 10 $30 billion with a resulling logs of 60,U00-85 000 jobs. Hong Knng
Ieaders, including Democrati¢ Party leader Martin Lez, Dritish Gavernor Patren and Auson Chui Liave spuben vut
strongly in favar of rengwal nf MPN. Evety major political party in Hong Kong [avors renewal.

MFN rcvocation would incrcasc the price U.S. consumers pay fos basic guods aud coest U.S, jubis, MFN
revocation would Increase tariffs on imports from China from a trade-weighted average of about § percent 10 an
esimated 24 percent. This could provoke retaliaton against U.5. oxporis ang open the door to the China market
for our forcign competitors.

s MEFN tevocation, even accounting for changes in trade flows. will require LS. consnmers to pay npwacds of
half a Uillion dollus muse cach year for gomds such as slwss, clothing and small appliancas subject W0
increacad wariffe. In addirion. the cor of goods manufacrured in the Uniled Stales with Chinese components
could increase, reducuig e coppebgveness of the Dushed goods.

= U.S5. exports to China have almost quadrupled ovor the past decads. Those exports support an eptimated
[70,000 jobs in the United States that, on average, pay I3 10 14 percent more than non-export related jobs. We
need (0 inercase market aceess and cnsure a level plaving field for U.S. goods and sotvices, nul pruvuke
telaliation.

MFN revaratinn would derail muititateral and bilateral trade segatfations t increase vur access W China’s
market aod Ching’s vhscoranee of international trade rules. Revocation is too blunat u took

» (China's accession ta the World Trade Organization must e bastd on 3 cammerciully sesninglul agreement
Uit will improve market access fur U.S. goods and services. Wearg making progrese in those negouations
and insisting Wat China agree to comply with internarlonal trade rules on Uansparency. national th;mem,
avuilability of judical revimw and other areas 35 well as to climlnaie mijoL trude lJ.u'nu_:s that face US finng,
including high tariffs. quotas and hans un praviding serviees. Revoking MFN would likely stop any progeess

in WTO ucgatistions.

e MEN revocatian would jenpardize gams achieved in bilateral negulialions on inlc11c91ual property rights (IPR)
enforcerent and market aceess for teatiles and apparct as well a5 Ongaing progress in ather areas, such as 1‘111c
TMost 1eCeNT agreement on grapes in tie agricultyre gector. The Admimistraten Wi gontinue (b uav Largste

teade law pmuisions {o profect U5, trade inlerusts.

is to uea nur trade 1aws, and (e thread of wargeted sanctions
swhere necessary, tn climinate Chincse vasricrs and 1 help U.S. caporters cumspota in the hi-n_r.fn macket-
not revoke MEN. The Clinton Admitistration secured strong aclions ﬁgm China pro‘.cftdnpf A::;:_Lwn over
intellectual property after threatening sanclions on $2 biltion of Chinest impoits. China's climinauon o

1,000 quotas and licensing TCQUITEMENLs ou hropuits of kcy high toch U.S. p'ruduvclc hae c‘nnlrihulr.d 10 1 risc of
n,aany 200 percent in U.5. sapuils of telecommunications equipment to China sinee 1992,

The best way lu address our trade problems
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THE TRADE DEFICIT WITI CHINA.

Revoking Chinz’s norma) trading status will hurt U.8. exporiers-not close the trade deticit.

. BUilt?li.n'g a wall of pratection ‘amund the United Staics by revoking MFN could pmv&ke. Chinese
Efbr.:ix.{lanon that would put at risk the 170,000 high-paying, American jobs supported hy exports to
N .
. China is one of the fastest growing markets for U.S. exports.
. China is already a major customer for key U.3. products. In 1996, China purchased ;!30 percent

of all U.S. fertilizer exports, 20 perceut of U.S. cotron texrile fiber exports, and I8 percent of
U.5. steam boller expors. China also

V8. Beporta e Ghina Have Srumi Muvll Fastes yun Qvenil expors purchased $1.7 billion of civilian aircraft and
T fme ooy $640 million of (elecommunications
cquipment. '

. Simee every other major trading partacr
extends MEN status 1o China, revoking MEN
would give Japanese and Eurypean
competitons a compelitive edge in Jevelupiug
Chinese markets [ Uie ground up,
jeopardizing billions of dollars in uwire U.S.

[wword w e | cxports.

. Cven if China did not retaliate, revoking MEN would put at risk the huge volumes of U.s.
cxports that are purchased by Chinese exporters as inputs--such &3 cotton, and plastics--and the
many U.S. exports that depend on incxpensive parts imported from China--such as pumps and

electric circuits.

The best way to address vur trade problews is to use our trade laws to attack Chincsc barriers
and to help U.S. exporters compete in lie Chinese market—not to revoKe MEFN.

Althangh serious rade problems remain, our cuntinued engagoment with China has opened up
discnssion an a range of issues China refused o discuss Just a few yenrs ago. :

- The Clinton Administration secured strong activns from China protecting American intellectual
f Chinese imports. [n the past year, Chinese

property, after threatening sanctions on $2 billiva o ast yea
authorities have clnsed over 39 pirate CD [uctories and scized morc than 10 million plratcc{

disks. In addition, f-hina has followed through uu ily commitment to cxpand access for _menca's
creative products, licensing over 1000 foreipn suund recording titles this yenr .. up from 1 00 he

previons year.

China’s elimination of over 1,000 quotas and licensing requirements on imports of key high-tech

U.8. products has contribuied W a rise of nearly 200 percent in U.S. exports of
telecommunications equipwent to China sinee 1992.
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We are standing firm in inlslsting that China commit to mest the samea standard of OpennGss
applied w all other countries seeking to enter the WTO: China must substantially improve

market access in poods, services and agriculture,

The rapid growth in imports from China has displaced imports from other developiuy countries--
not U.S. domestic production. .

‘The dofioit reflects China's specialization ia iovapensive, mass-market cousuiuer goods. Low
value-added goode such as toys, sporting goods, plastic tablewarc, apparel, foatwear and low-
end consumer electronice account for 70 percent of U.S. impons from China. China runs
bilateral surpluses with Tapan and Eugope for the same reason, "

A recent study concludes that most of the growth in imperts from China has displaced impots
from other economies where wagces have been rising--not production by U.S. workers. [nereases
in the defjeit with China reflect the relocation of low value-added industries from Newly
Industrialized Economies (NTEs) such as Korea, Singapore, Hong Kong and Taiwan to China to
take advantage of lower wages, Between 1989 and 1996, China’s incrcased share of U.S.
impoits of key products was largely offset by declines in imports from Japan and the NIEs:

. Footwear: China’s share of U.S. imports roge from 9 percent to 50 percent, while Japan
and the Newly Industrialized Economics fcll from 51 percent to 5 percent.

- Toys & Sporting Goods: China's sharc rosc from 22 pereent to 54 perceut, while Jupun
and the NIEs declined from S8 pereent to 23 pereent.

. Plastic Tableware: China’s sharc rose from |1 percent to 44 percent, while Japan and

the NICs fell from 61 percent to 25 pereent.

Raising wriffs on Chinese iwpuits is like squeezing a balloon: 1t would cause a surge in similar
lmports from other dgveloping countrics and a currespondiog deterivration in our trade balances

witi them.

China has accounted for a ruuphly constant share of the United States' overall trade deficit since

1991.

Cnina Hae Aceaunted f=r 3 Frndtant Shary of Our Ovemll Dallsht.
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Allhough the bilaicral deficit has increascd
substantially in absolute termas, 1t hos been
largely offsct by a reduction in the deficit

with Japan and the NIEs. '

As China grows, the deficit should narrow.
Aj their incomes have risen, imporrers in e
NIE markets have increasingly demanded
high-quality U.S. products. As production
has bacome more capital intansive, iNVeS(OLS
have imported more high quality U.S. capital
aquipment. ! ast year the United Siates ran
large rade surpluses with both Hong, Koung,
and Korea. Qur trade with Chiua should
tollow a similar path -- but only if we sty
the coumfse.
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CHINA AND'WTD

It is in the interest of the United States to see Cluna jow the WTO un commercially meaningful
terms. China’e emergenca as a trade power i3 of major significance to the US and to the world. The
manner in shich we engage China will help determino whether it beoomes intograted into international
norms and institintions (ike the WT(Y, or whether it hacomes more iselated and unpredictable.

Joining the WTO micaus bringing China inte a rules-based trading system. WTO accession represents
an importast opportunity for Chins to ereatc and imploment a jules-basal vade repive. To west WTQ
requirements, China muet maku lawe public, require judicinl roview of all trade actions, apply all wrade
laws vmiformly, and submit ta WTO dispute settlement to ensure compliance with WTO rulee. All of theoo
measures will enbanca the ruls of law and the application of infermational noms in Ching’s trade regime, 1o
the benefit of China and the United States, The nile of Iaw in trade has spillover benefits to the rule at'law
clsewhere.

China’s commitments must be commercially meaningful. Al WTO members agree that China’s
accession 1o the WTO must pravide cammercially maaningful market access for goads and zervices.
Lowered taritis, the elimination of quotas and other market access barricrs, the right 1o export directly, and
access 1o gonsumers in 3 full range of sestors must be part of any viable acsession package for China.

WTO accession will mean greatev access for a wide range of U.S. goods and services into onc of the
wworld’s fastcst growing ceonomics.

«  The semiconductor industry estimates that if market access barmers were climinated, exparts af LLS.
semicanductar produets would incrense well in excass of 5500 million per year.

¢  Eliminating heensing and ather barriers to China"s insurance sector would open a market estimated by
induslry o top 524 blitton in premium income by the ycar 2000

e  Currenty, China has no bound tanfl rates. This means they can ;e thelr rates as high as they want,
I the WTO talks, we have the apportunity to have China reduce its base tariff rates from aver 20
pereent ou wood, paper, censtruction equipment, medical equipment reereational equipment,
telecommunicatioas equipment, aluminum plaies and power gencfation equipment. Some tarifls we

oven hishe,r and shauld alsia he raduced.

MFN revacation would derail WTO negotlations to epen China's market. N_cgotiut_ions are moving
forward on fundamental WTQ principles such as the right of catitics 10 engage dl.rectly in trada and appeal
the decizions of government agencics to independent tribunals, :'md !.he: right to ﬁgr and nnndmcnnunat%r_\.' ‘
wweatment of forcigi businesscs. Wo are alae making progrese [n clm.'nnatmg major trade barrleﬁ Iﬂll.a'i .ut.c.
U.S. firms, including high tariffs, quotas and bans on pioviding services. Revoking MFN would hkely stop

any progress in WTO negotiatinng

MFN revocation would jeopardize gains achicrcd in bilateral nel_-,ot.ialtium. Recent hilateral »
ncectations have produvsd unportant advanees in intellectual propefty Tights cgforf.c-ment and marke
: Linafion af market access barriers in ollier sectors, such aa

access for extiles and appasel, as well as the elin ! E .
auf:\:lr:;: The Aclminisuv.ti;n has used, and will contnue to use @rgeied tiade law proviziens to protect

US trade intercsts. MEN revocation Is 100 blunt a Toul.

@013
o1
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0.8 AGRICULTURAL TRADE WITII CITINA

ME.'N fur Chir.m is cu‘-itical to U.S. agriculture. The U.S. has a large agricultural trade surphns with
China. Rcwro%cmg Chira’s MFN status would (hreaten access for U.S, farm goods 1o a key market, In
1996, our pgricultural cxports ta China pped $2 billion, while imports were $590 wwillivn,  As China's
economy ¢xpands and mforms, consumer damand increascs, and import barriers come down, fiutuwre sales
prospects are excellent for U.S. bulk and processed commoditios, a3 woll us for conswner fo::ada and h
heverages  Abnut 74 percrnt of recent growth in U.S. farm seetor sales to China has been in bulk poods

+  China is among the largest importers of U.S. wheat and baught roughly 3426 million from the United
lS;g;es last vear. While sales dropped in 1996, we sold China a record $63% millign of coarse grains in

« China's US cotton imports jumped dramatically beginning 1n 1994 due to low stocks and production
problams, with 1956 purchases from the US worth $720 millien '

e Other umportant 1996 exports to the China market were soybeans (a record $414 million); sayhenn
meal {§117 million); hides and skine ($105 millinn), snyhean sil (%104 million); and poultry (a record
$&0 millian). :

MFEN status will keep China in Use wyrhet far U.S, goods. China now looks to world maskets to meet
sume Of it agricultural needs, 1f MFN were revoked, China may redoubla its efforte to achieve fond <elf-

‘ sufficicnoy and rcly on non-US sourees to meet shortfalls.

The United States is apgressively pressing China to make more progress on its agrivultural
commitments under the: 1992 1.5.-FRC Memorandum of Underatanding, Under the MOU, China
agreed tn improve access by removing scientifically wujustifiable ganitary and phytosanitary import
restrictions. MFN revocation would andermine hard-fought progress in this area.

« China has thus far opened up to U.S. live cattle, bovine embryos; cherries from washingion, appics
frum Washingten, and mest recently grapes frows Calitbrmia”

w0 block U.S. exparts of wheat from the Pacific Morthwest, citrug from

« Howgver, China continucs actl _
ms and tobacco on questivuable scicntific grounds. We are pressing

Califomia, Texas and Florida. plu
to climinate these barriers.

China must commit tn WTQeconslsteat pulicics and practices. Chim.’s' access to e WTO, bdbcd ona
cormercially viable packags, wuuldl improve market accss for 11.8. agriculiure. MFN jvocation would
jeapardize ongoing negotiatinns whege we aré pressing (China 10 make Progicss in a number of areas:

WTO rules, partioulasly its ctate trading enternrises

inying its import/export T2 ime in line with
g o d : al vegenble ol 1ohacea and cottan

which now contrel impors of wheat, eoy, vice,

. redueing fariffs and commilling to limits on trade-distorting domestic and ckinit subsidics; and

- e lngthal Chma. dDL‘S buSlnGSS m an OPcn md fa_'\x MATNET, ﬂ_nd C,Onfon'lls to WTO Smndxdﬁ.



** 1993 CQ HOUSE VOTE 575 ** HR3450. NAFTA Implementation -

Passage. Passage of the bill to approve the North American Free
Trade Agreement and make the necessary changes to U.S. statutory
law to implement it. Passed 234-200: R 132-43; D 102-156 (ND
49-124, SD 53-32); 1 0-1, Nov. 17, 1993. A "yea" was a vote in
support of the president's position. (Story, 1993 Weekly Report

p. 3174)
Item Key: 8945
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DEMOCRATS (102)

Andrews M (TX)
Bacchus J (FL)
Baesler S (KY)
Becerra X (CA)
Beilenson A (CA)
Berman H (CA)
Brewster B (OK)
Brown G (CA)
Bryant J (TX)
Cantwell M (WA)
Cardin B (MD)
Chapman J (TX)
Clement B (TN)
Coleman R (TX)
Cooper J (TN)
Coppersmith S (AZ)
Darden G (GA)
de la Garza E (TX)
Deal N (GA)
Dicks N (WA)
Dooley C (CA)
Durbin R (IL)
Edwards C (TX)
English G (OK)
English K (AZ)
Eshoo A (CA)
Farr S (CA)
Fazio V (CA)
Flake F (NY)
Foley T (WA)

Ford H (TN)
Frost M (TX)

Glickman D (KS)
Gordon B (TN)
Hamilton L (IN)

Hastings A (FL)
Hayes J (LA)
Hefner W (NC)
Hoagland P (NE)

Hoyer S (MD)
Hutto E (FL)

Inslee J (WA)
Jefferson W (LA)
" Johnson D (GA)
Johnson E (TX)
Johnston H (FL)
Kennedy J (MA)
Kopetski M (OR)
Kreidler M (WA)
Lambert B (AR)

Laughlin G (TX)

Lehman R (CA)
Lloyd M (TN)
Lowey N (NY)
Mann D (OH)
Markey E (MA)
Matsui R (CA)
Mazzoli R (KY)
McCurdy D (OK)
McDermott J (WA)
Meehan M (MA)
Meek C (FL)
Mineta N (CA)
Montgomery G (MS)

Ortiz S (TX)

Parker M (MS)
Pastor E (AZ)
Payne L (VA)
Pelosi N (CA)

Penny T (MN)

Pickett O (VA)

Pickle J (TX)

Price D (NC)

Reynolds M (IL)
Richardson B (NM)
Rose C (NC)
Rostenkowski D (IL)
Rowland J (GA)
Roybal-Allard L (CA)
Sarpalius B (TX)
Sawyer T (OH)
Schroeder P (CO)
Shepherd K-(UT)
Skaggs D (CO)
Skelton I (MO)
Smith N (IA)
Spratt J (SC)
Stenholm C (TX)
Studds G (MA)
Swift A (WA)
Synar M (OK)
Tanner J (TN)
Tejeda F (TX)
Thomnton R (AR)
Torres E (CA)
Valentine T (NC)



Geren P (TX) Moran J (VA) Whitten J (MS)

Gibbons S (FL) Neal S (NC) " Wyden R (OR)
INDEPENDENTS (0)

REPUBLICANS (132)

Allard W (CO) Gingrich N (GA) Mclnnis S (CO)
Archer B (TX) Goodlatte R (VA) McKeon H (CA)
Armey D (TX) Goodling B (PA) McMillan A (NC)
Bachus S (AL) Goss P (FL) Meyers J (KS)
Baker B (CA) Grams R (MN) Michel R (IL)
Baker R (LA) Grandy F (IA) Miller D (FL)
Ballenger C (NC) Greenwood J (PA) Molinari S (NY)
Barrett B (NE) Gunderson S (WI) Moorhead C (CA)
Barton J (TX) Hancock M (MO) Morella C (MD)
Bateman H (VA) Hansen J (UT) Nussle J (IA)
Bereuter D (NE) Hastert D (IL) Oxley M (OH)
Bliley T (VA) Hefley J (CO) Packard R (CA)
Boehlert S (NY) Herger W (CA) Paxon B (NY)
Boehner J (OH) Hobson D (OH) Petri T (WI)
Bonilla H (TX) Hoekstra P (MI) Porter J (IL)
Buyer S (IN) Hormn S (CA) Portman R (OH)
Callahan S (AL) ‘Houghton A (NY) Pryce D (OH)
Calvert K (CA) Huffington M (CA) Quillen J (TN)
Camp D (MI) Hutchinson T (AR) Ramstad J (MN)
Castle M (DE) Hyde H (IL) Ridge T (PA)
Clinger W (PA) Istook E (OK) Roberts P (KS)
Coble H (NC) Johnson N (CT) Rohrabacher D (CA)
Combest L (TX) Johnson S (TX) Roth T (WI)

Cox C (CA) Kasich J (OH) Roukema M (NJ)
Crane P (IL) Kim J (CA) Schaefer D (CO)
Cunningham R (CA) King P (NY) Schiff S (NM)
DelLay T (TX) Klug S (W) Sensenbrenner F (W)
Dickey J (AR) Knollenberg J (MI) Shaw E (FL)
Dornan R (CA) Kolbe J (AZ) Shays C (CT)
Dreier D (CA) Kyl J (AZ) Skeen J (NM)
Duncan J (TN) Lazio R (NY) Smith B (OR)
Dunn J (WA) Leach J (IA) Smith L (TX)
Emerson B (MO) Levy D (NY) Smith N (MI)
Ewing T (IL) Lewis J (CA) Stump B (AZ)
Fawell H (IL) Lewis T (FL) Sundquist D (TN)
Fields J (TX) Lightfoot J (IA) Thomas B (CA)

Fish H (NY) Linder J (GA) Thomas C (WY)



Fowler T (FL) Livingston R (LA) Torkildsen P (MA)

Franks B (NJ) Machtley R (RI) Upton F (MI)
Franks G (CT) Manzullo D (IL) Walker R (PA)
Gallo D (NJ) McCandless A (CA) WOoIf F (VA)
Gekas G (PA) McCollum B (FL) Young C (FL)
Gilchrest W (MD) McCrery J (LA) Zeliff B(NH)
Gillmor P (OH) McDade J (PA) Zimmer D (NJ)
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DEMOCRATS (156)
Abercrombie N (HI) Gonzalez H (TX) Orton B (UT)

Ackerman G (NY) Green G (TX) Owens M (NY)
Andrews R (NJ) Gutierrez L (IL) Pallone F (NJ)
Andrews T (ME) Hall R (TX) Payne D (NJ)
Applegate D (OH) Hall T (OH) Peterson C (MN)
Barca P (WI) Hamburg D (CA) Peterson P (FL)
Barcia J (MI) Harman J (CA) Pomeroy E (ND)
Barlow T (KY) Hilliard E (AL) Poshard G (IL)
Barrett T (WI) Hinchey M (NY) Rahall N (WV)
Bevill T (AL) Hochbrueckner G (NY)  Rangel C (NY)
Bilbray J (NV) Holden T (PA) Reed J (RI)

Bishop S (GA) Hughes W (NJ) Roemer T (IN)
Blackwell L (PA) Jacobs A (IN) Rush B (IL)
Bonior D (MI) Johnson T (SD) Sabo M (MN)
Borski R (PA) Kanjorski P (PA) Sangmeister G (IL)
Boucher R (VA) Kaptur M (OH) Schenk L (CA)
Brooks J (TX) Kennelly B (CT) Schumer C (NY)
Browder G (AL) Kildee D (MI) Scott R (VA)
Brown C (FL) Kleczka G (WI) Serrano J (NY)
Brown S (OH) Klein H (NJ) Sharp P (IN)

Byme L (VA) Klink R (PA) Sisisky N (VA)
Carr B (MI) LaFalce J] (NY) Slattery J (KS)

Clay W (MO) Lancaster H (NC) Slaughter L (NY)
Clayton E (NC) Lantos T (CA) Stark P (CA)
Clyburn J (SC) LaRocco L (ID) Stokes L (OH)
Collins B (MI) Levin S (MI) Strickland T (OH)
Collins C (IL) Lewis J (GA) Stupak B (MI)
Condit G (CA) Lipinski W (IL) Swett D (NH)
Conyers J (MI) Long J (IN) Tauzin W (LA)
Costello J (IL) Maloney C (NY) Taylor G (MS)
Coyne W (PA) Manton T (NY) Thompson B (MS)

Cramer R (AL) Margolies-Mezv M (PA) Thurman K (FL)



Danner P (MO) Martinez M (CA) Torricelli R (NJ)

DeFazio P (OR) McCloskey F (IN) Towns E (NY)
DeLauro R (CT) McHale P (PA) Traficant J (OH)
Dellums R (CA) McKinney C (GA) Tucker W (CA)
Derrick B (SC) McNulty M (NY) Unsoeld J (WA)
Deutsch P (FL) Menendez R (NJ) Velazquez N (NY)
Dingell J (MI) Mfume K (MD) Vento B (MN)
Dixon J (CA) Miller G (CA) Visclosky P (IN)
Edwards D (CA) Minge D (MN) Volkmer H (MO)
Engel E (NY) Mink P (HI) Washington C (TX)
Evans L (IL) Moakley J (MA) Waters M (CA)
Fields C (LA) Mollohan A (WV) Watt M (NC)
Filner B (CA) Murphy A (PA) Waxman H (CA)
Fingerhut E (OH) Murtha J (PA) Wheat A (MO)
Foglietta T (PA) Nadler J (NY) Williams P (MT)
Ford W (MI) Natcher W (KY) Wilson C (TX)
Frank B (MA) Neal R (MA) Wise B(WV) .
Furse E (OR) Oberstar J (MN) Woolsey L (CA)
Gejdenson S (CT) Obey D (WI) Wynn A (MD)
Gephardt R (MO) Olver J (MA) Yates S (IL)
INDEPENDENTS (1)

Sanders B (VT)

REPUBLICANS (43)

Bartlett R (MD) Hunter D (CA) Santorum R (PA)
Bentley H (MD) Inglis B (SC) Saxton H (NJ)
Bilirakis M (FL) Inhofe J (OK) Shuster B (PA)
Blute P (MA) Kingston J (GA) Smith C (NJ)
Bunning J (KY) McHugh J (NY) Snowe O (ME)
Burton D (IN) Mica J (FL) Solomon G (NY)
Canady C (FL) Myers J (IN) Spence F (SC)
Collins M (GA) Pombo R (CA) Stearns C (FL)
Crapo M (ID) Quinn J (NY) Talent J (MO)
Diaz-Balart L (FL) Ravenel A (SC) Taylor C (NC)
Doolittle J (CA) Regula R (OH) Vucanovich B (NV)
Everett T (AL) Rogers H (KY) Walsh J (NY)
Gallegly E (CA) Ros-LehtinenI (FL)  Weldon C (PA)
Gilman B (NY) Royce E (CA) Young D (AK)

Hoke M (OH)
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KEY -- Special Categories of Not Voting
# Paired For X Paired Against
+ Announced For - Announced Against
P Voted Present C Voted Present to avoid '
possible conflict of interest.
S Speaker exercised discretion not to vote
- 7 Did not vote or make position known

** 1993 CQ SENATE VOTE 395 ** HR3450. NAFTA Implementation -
Passage. Passage of the bill to approve the North American Free

Trade Agreement and make the necessary changes to U.S. statutory

law to implement the trade agreement. Passed 61-38: R 34-10; D

27-28 (ND 18-23, SD 9-5), Nov. 20, 1993. A "yea" was a vote in

support of the president's position. (Story, 1993 Weekly Report

p. 3257)

Item Key: 8973
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DEMOCRATS (27)

Baucus M (MT) Dodd C (CT) Mathews H (TN)
Biden J (DE) Graham B (FL) Mitchell G (ME)
Bingaman J (NM) Harkin T (IA) Moseley-Braun C (IL)
Boren D (OK) Johnston J (LA) Murray P (WA)
Bradley B (NJ) Kennedy E (MA) Nunn S (GA)

Breaux J (LA) Kerrey B (NE) Pell C (RI)

Bumpers D (AR) Kerry J (MA) Pryor D (AR)
Daschle T (SD) Leahy P (VT) Robb C (VA)

DeConcini D (AZ) Lieberman J (CT) Simon P (IL)

INDEPENDENTS (0)

REPUBLICANS (34)
Bennett R (UT) Gramm P (TX) McCain J (AZ)
Bond C (MO) Grassley C (IA) McConnell M (KY)



Brown H (CO) Gregg J (NH) Murkowski F (AK)

Chafee J (RI) Hatch O (UT) Nickles D (OK)
Coats D (IN) Hatfield M (OR) Packwood B (OR)
Cochran T (MS) Hutchison K (TX) Pressler L (SD)

Coverdell P (GA) Jeffords J (VT) Roth W (DE)
Danforth J (MO) Kassebaum N (KS) Simpson A (WY)

Dole B (KS) Lott T (MS) Specter A (PA)
Domenici P (NM) Lugar R (IN) Wallop M (WY)
Durenberger D (MN) Mack C (FL) Warner J (VA)
Gorton S (WA)
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DEMOCRATS (27)

Akaka D (HI) Ford W (KY) Mikulski B (MD)
Boxer B (CA) Glenn J (OH) Moynihan D (NY)
Bryan R (NV) Heflin H (AL) Reid H (NV)

Byrd R (WV) Hollings E (SC) Riegle D (MI)
Campbell B (CO) Inouye D (HI) Rockefeller ] (WV)
Conrad K (ND) Kohl H (WI) Sarbanes P (MD)
Exon J (NE) Lautenberg F (NJ) Sasser J (TN)
Feingold R (WI) Levin C (MI) Wellstone P (MN)

Feinstein D (CA) Metzenbaum H (OH) Wofford H (PA)

INDEPENDENTS (0)

REPUBLICANS (11)

Burns C (MT) Faircloth L (NC) Smith R (NH)
Cohen W (ME) Helms J (NC) Stevens T (AK)
Craig L (ID) Kempthome D (ID) Thurmond S (SC)
D'Amato A (NY) Shelby R (AL)

% %k %k NOT VOT]N’G (1) 3k 3k b 3k 3k 3k o 2 s 3 sk 3k 3k ok 3k afc ok ak ke sk ake sk ok sk ak ak 3k ok ok ok 3k ok ok ok ok k¢ 3k ok Ak 2k 3k %k %k 3 ok gk 3k 3k 3k 3k 3%k ok ok Xk
DEMOCRATS (1)
Dorgan B (ND) ?

INDEPENDENTS (0)



REPUBLICANS (0)

KEY -- Special Categories of Not Voting
# Paired For X Paired Against
+ Announced For - Announced Against
P Voted Present C Voted Present to avoid
possible conflict of interest.
S Speaker exercised discretion not to vote
? Did not vote or make position known

** 1993 CQ HOUSE VOTE 247 ** HRI1876. GATT Fast-Track
Extension - Passage. Passage of the bill to extend through April

15, 1994, the administration's authority to negotiate an accord
strengthening the General Agreement on Tariffs and Trade (GATT)

and require Congress to consider the accord under expedited

procedures that bar amendments. Passed 295-126: R 150-23; D
145-102 (ND 97-70, SD 48-32); 10-1, June 22, 1993. A "yea" was

a vote in support of the president's position. (Story, 1993
Weekly Report p. 1637)
Item Key: 8397
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DEMOCRATS (145)

Ackerman G (NY) Geren P (TX) Olver J (MA)
Andrews M (TX) Gibbons S (FL) Ortiz S (TX)
Bacchus J (FL) Glickman D (KS) Orton B (UT)
Baesler S (KY) Gordon B (TN) Parker M (MS)
Barca P (W) Hall R (TX) Pastor E (AZ)
Barlow T (KY) Hall T (OH) Payne L (VA)
Barrett T (WI) Hamilton L (IN) Pelosi N (CA)
Beilenson A (CA) Hefner W (NC) Penny T (MN)
Berman H (CA) Hoagland P (NE) Peterson P (FL)
Bevill T (AL) Hochbrueckner G (NY)  Pickett O (VA)
Bilbray J (NV) Hoyer S (MD) Pickle J (TX)

Blackwell L (PA) Hughes W (NJ) Price D (NC)



Borski R (PA) Hutto E (FL) Reed J (RI)

Boucher R (VA) Inslee J (WA) Richardson B (NM)
Brewster B (OK) Johnson D (GA) Roemer T (IN)
Brooks J (TX) Johnson T (SD) Rose C (NC)
Brown G (CA) Johnston H (FL) Rostenkowski D (IL)
Bryant J (TX) Kennedy J (MA) Sabo M (MN) '
Cantwell M (WA) Kennelly B (CT) Sangmeister G (IL)
Cardin B (MD) Kleczka G (WI) Sarpalius B (TX)
Carr B (MI) Kopetski M (OR) Sawyer T (OH)
Chapman J (TX) Kreidler M (WA) Schroeder P (CO)
Clement B (TN) LaFalce J (NY) Scott R (VA)
Coleman R (TX) Lambert B (AR) Sharp P (IN)
Collins C (IL) Lantos T (CA) Shepherd K (UT)
Condit G (CA) LaRocco L (ID) Skaggs D (CO)
Cooper J (TN) Laughlin G (TX) Skelton I (MO)
Coppersmith S (AZ) Lehman R (CA) Slattery J (KS)
Coyne W (PA) Levin S (MI) Slaughter L (NY)
de la Garza E (TX) Lowey N (NY) Smith N (IA)
DeLauro R (CT) Mann D (OH) Stenholm C (TX)
Deutsch P (FL) Manton T (NY) Stokes L (OH)
Dicks N (WA) Margolies-Mezv M (PA)  Studds G (MA)
Dingell J (MI) Markey E (MA) Swett D (NH)
Dixon J (CA) Matsui R (CA) Swift A (WA)
Dooley C (CA) “Mazzoli R (KY) Tanner J (TN)
Edwards C (TX) McCloskey F (IN) Tauzin W (LA)
Edwards D (CA) McCurdy D (OK) Tejeda F (TX)
English K (AZ) McDermott J (WA) Torres E (CA)
Eshoo A (CA) McNulty M (NY) Torricelli R (NJ)
Farr S (CA) Meehan M (MA) Tucker W (CA)
Fazio V (CA) Mineta N (CA) Vento B (MN)
Fields C (LA) Minge D (MN) Visclosky P (IN)
Foglietta T (PA) Moakley J (MA) Watt M (NC)

Ford W (MI) Montgomery G (MS) Wheat A (MO)
Frank B (MA) Moran J (VA) Wise B (WV)

Frost M (TX) Natcher W (KY) Woolsey L (CA)
Gejdenson S (CT) Neal R (MA) Wyden R (OR)
Gephardt R (MO)

INDEPENDENTS (0)

REPUBLICANS (150)

Allard W (CO) Gillmor P (OH) Miller D (FL)
Archer B (TX) Gilman B (NY) Molinari S (NY)



Armey D (TX)
Bachus S (AL)
Baker B (CA)
Baker R (LA)
Ballenger C (NC)
Barrett B (NE)
Bartlett R (MD)
Barton J (TX)
Bateman H (VA)
Bereuter D (NE)
Bilirakis M (FL)
Bliley T (VA)
Blute P (MA)
Boehlert S (NY)
Boehner J (OH)
Bonilla H (TX)
Bunning J (KY)
Burton D (IN)
Buyer S (IN)
Callahan S (AL)
Calvert K (CA)
Camp D (MI)
Castle M (DE)
Clinger W (PA)
Collins M (GA)
Combest L (TX)
Cox C(CA)
Crane P (IL)
Cunningham R (CA)
DeLay T (TX)
Dickey J (AR)
Doolittle J (CA)
Dornan R (CA)
Dreier D (CA)
Dunn J (WA)
Emerson B (MO)
Everett T (AL)
Ewing T (IL)
Fawell H (IL)
Fields J (TX)
Fish H (NY)
Fowler T (FL)
Franks B (NJ)
Franks G (CT)
Gallegly E (CA)

Gingrich N (GA)
Goodlatte R (VA)

Goodling B (PA)
Goss P (FL)

Grams R (MN)
Grandy F (TA)

Greenwood J (PA)
Gunderson S (WI)
Hancock M (MO)

Hansen J (UT)
Hastert D (IL)
Hefley J (CO)
Herger W (CA)
Hobson D (OH)
Hoekstra P (MI)
Hoke M (OH)
Horn S (CA)

Houghton A (NY)
Huffington M (CA)
Hutchinson T (AR)

Hyde H (IL)
Istook E (OK)
Johnson N (CT)
Johnson S (TX)
Kasich J (OH)
Kim J (CA)
King P (NY)
Klug S (WI)
Kolbe J (AZ)
Kyl J (AZ)
Lazio R (NY)
Leach J (1A)
Levy D (NY)
Lewis J (CA)
Lightfoot J (1A)
Linder J (GA)

Livingston R (LA)

Machtley R (RI)
Manzullo D (IL)

McCandless A (CA)
McCollum B (FL)

McCrery J (LA)
McHugh J (NY)
Mclnnis S (CO)
McKeon H (CA)

Moorhead C (CA)
Morella C (MD)
Nussle J (IA)
Oxley M (OH)
Packard R (CA)
Paxon B (NY) '
Petri T (WI)
Pombo R (CA)
Porter J (IL)
Portman R (OH)
Pryce D (OH)
Quinn J (NY)
Ramstad J (MN)
Regula R (OH)
Ridge T (PA)
Roberts P (KS)
Rohrabacher D (CA)
Roth T (WI)
Roukema M (NJ)
Royce E (CA)
Santorum R (PA)
Saxton H (NJ)
Schaefer D (CO)
Schiff S (NM)
Sensenbrenner F (WI)
Shaw E (FL)
Shays C (CT)

Skeen J (NM)

Smith B (OR)
Smith C (NJ)
Smith L (TX)
Smith N (MI)
Stump B (AZ)
Sundquist D (TN)
Talent J (MO)
Taylor C (NC)
Thomas B (CA)
Thomas C (WY)
Torkildsen P (MA)
Upton F (MI)
Vucanovich B (NV)
Walker R (PA)
Walsh J (NY)
Weldon C (PA)
WOIf F (VA)



Gallo D (NJ)
Gekas G (PA)

Gilchrest W (MD)

McMillan A (NC)
Meyers J (KS)
Michel R (IL)

Young C (FL)
Zeliff B (NH)
Zimmer D (NJ)
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DEMOCRATS (102)
Abercrombie N (HI)

Andrews R (NJ)
Andrews T (ME)

Applegate D (OH)

Barcia J (MI)
Becerra X (CA)

Bishop S (GA)
Bonior D (MI)
Browder G (AL)
Brown C (FL)
Brown S (OH)
Byrne L (VA)
Clay W (MO)
Clayton E (NC)
Clyburn J (SC)
Collins B (MI)
Costello J (IL)
Cramer R (AL)
Danner P (MO)
Darden G (GA)
Deal N (GA)
DeFazio P (OR)
Dellums R (CA)
Derrick B (SC)
Durbin R (IL)
Engel E (NY)
English G (OK)
Evans L (IL)
Filner B (CA)
Fingerhut E (OH)
Ford H (TN)
Furse E (OR)
Gonzalez H (TX)
Green G (TX)

Gutierrez L (IL)

Hamburg D (CA)
Hastings A (FL)
Hilliard E (AL)

Hinchey M (NY)
Holden T (PA)
Jacobs A (IN)
Jefferson W (LA)

Johnson E (TX)
Kanjorski P (PA)
Kaptur M (OH)
Kildee D (MI)
Klein H (NJ)
Klink R (PA)
Lancaster H (NC)
Lewis J (GA)

Lipinski W (IL)

Lloyd M (TN)

Long J (IN)

Maloney C (NY)

Martinez M (CA)

McHale P (PA)

McKinney C (GA)

Meek C (FL)
Menendez R (NJ)
Mfume K (MD)

Miller G (CA)
Mink P (HI)
Mollohan A (WV)

Murphy A (PA)
Murtha J (PA)
Nadler J (NY)
Neal S (NC)

Oberstar J (MN)

Obey D (WI)
Owens M (NY)
Pallone F (NJ)
Payne D (NJ)
Peterson C (MN)
Pomeroy E (ND)
Poshard G (IL)
Rahall N (WV)
Rangel C (NY)
Reynolds M (IL)
Rowland J (GA)
Roybal-Allard L (CA)
Schenk L (CA)
Serrano J (NY)
Sisisky N (VA)
Spratt J (SC)
Stark P (CA)
Strickland T (OH)
Stupak B (MI)
Taylor G (MS)
Thurman K (FL)
Towns E (NY)
Traficant J (OH)
Unsoeld J (WA)
Valentine T (NC)

Velazquez N (NY)
Volkmer H (MO)

Washington C (TX)

Waters M (CA)
Waxman H (CA)
Williams P (MT)
Wilson C (TX)
Wynn A (MD)
Yates S (IL)



INDEPENDENTS (1)

Sanders B (VT)

REPUBLICANS (23)

Bentley H (MD) Kingston J (GA) Ros-Lehtinen I (FL)
Canady C (FL) Lewis T (FL) Shuster B (PA)

Coble H (NC) McDade J (PA) Snowe O (ME)
Crapo M (ID) Mica J (FL) Solomon G (NY)
Diaz-Balart L (FL) Myers J (IN) Spence F (SC)
Duncan J (TN) Quillen J (TN) Stearns C (FL)
Hunter D (CA) Ravenel A (SC) Young D (AK)
Inglis B (SC) Rogers H (KY)

5 ok K NOT VOT]NG (14) e e 2k 3k 3 3k 3 3 3k 3k 3k 3k sk 3 3k 3k 3 5 sk e e 2k e 3k 2 3 ok ok 3k gk ak ok gk ok ok ok b ok ok ke ok o ok 2k ok o ok o k ok ok ok %k

DEMOCRATS (11)

Conyers J (MI) ? Hayes J (LA) ? Thompson B (MS) ?
Flake F (NY) ? Rush B (IL) ? Thornton R (AR) ?
Foley T (WA) S Schumer C (NY) ? Whitten J (MS) ?
Harman J (CA) ? Synar M (OK) +

INDEPENDENTS (0)

REPUBLICANS (3)

Henry P (MI) ? Inhofe J (OK) ? ~ Khnollenberg J (MI) +

KEY -- Special Categories of Not Voting
# Paired For X Paired Against
+ Announced For - Announced Against
P Voted Present C Voted Present to avoid
possible conflict of interest.
S Speaker exercised discretion not to vote
? Did not vote or make position known



** 1993 CQ SENATE VOTE 192 ** HR1876. GATT Fast-Track
Extension - Passage. Passage of the bill to extend through April

16, 1994, the administration's authority to negotiate an accord
strengthening the General Agreement on Tariffs and Trade (GATT)
and require Congress to consider the accord under expedited
procedures that bar amendments. Passed 76-16: R 37-4; D 39-12
(ND 29-9, SD 10-3), June 30, 1993. A "yea" was a vote in support
of the president's position.

Item Key: 8482
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DEMOCRATS (39)

Baucus M (MT) Glenn J (OH)
Biden J (DE) Graham B (FL)
Bingaman J (NM) Harkin T (IA)
Boren D (OK) Inouye D (HI)
Boxer B (CA) Johnston J (LA)
Bradley B (NJ) Kennedy E (MA)
Breaux J (LA) Kerrey B (NE)
Bryan R (NV) Kerry J (MA)
Bumpers D (AR) Kohl H (WI)
DeConcini D (AZ) Lautenberg F (NJ)
Dodd C (CT) Leahy P (VT)
Exon J (NE) Levin C (MI)

Ford W (KY) Lieberman J (CT)
INDEPENDENTS (0)

REPUBLICANS (37)

Bennett R (UT) Domenici P (NM)
Bond C (MO) Gorton S (WA)
Brown H (CO) Gramm P (TX)
Burns C (MT) Grassley C (IA)
Chafee J (RI) Gregg J (NH)

Coats D (IN) Hatch O (UT)
Cochran T (MS) Hatfield M (OR)
Cohen W (ME) Hutchison K (TX)
Coverdell P (GA) Kassebaum N (KS)
Craig L (ID) Kempthorne D (ID)
D'Amato A (NY) Lott T (MS)
Danforth J (MO) Lugar R (IN)

Dole B (KS)

Mathews H (TN)
Mikulski B (MD)

Mitchell G (ME)
Moseley-Braun C (IL)

 Moynihan D (NY)

Nunn S (GA)
Reid H (NV)
Riegle D (MI)
Robb C (VA)
Rockefeller J (WV)
Sarbanes P (MD)

Sasser J (TN)

Simon P (IL)

Mack C (FL)
McCain J (AZ)
McConnell M (KY)
Nickles D (OK)

Packwood B (OR)
~ Pressler L (SD)

Roth W (DE)
Simpson A (WY)
Smith R (NH)
Stevens T (AK)
Wallop M (WY)
Warner J (VA)
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DEMOCRATS (11)

Akaka D (HI) Dorgan B (ND) Hollings E (SC) '
Byrd R (WV) Feingold R (WI) Metzenbaum H (OH)
Campbell B (CO) Feinstein D (CA) Wofford H (PA)
Conrad K (ND) Heflin H (AL)

INDEPENDENTS (0)

REPUBLICANS (5)

Faircloth L (NC) Jeffords J (VT) Thurmond S (SC)
Helms J (NC) Shelby R (AL)

%k %k %k NOT VOTING (8) 3 3k 2k e ok 3k 3k 3 3 3 3k 3k 3 o e ok 3 3k ok 2k ok ak ok 3k 3k 3k 3k 3k 2k 3k 3k 3k ak 3k 3k 3k Ak s ok ke sk sk ok ok sk ok sk ke ok ok ok ok ok %k
DEMOCRATS (5)

Daschle T (SD) ? Pell C (RI) + Wellstone P (MN) -
Murray P (WA) + Pryor D (AR) ?

INDEPENDENTS (0)

REPUBLICANS (3)
Durenberger D (MN) +  Murkowski F (AK) ? Specter A (PA) ?

KEY -- Special Categories of Not Voting
# Paired For X Paired Against
+ Announced For - Announced Against
P Voted Present C Voted Present to avoid
possible conflict of interest.
S Speaker exercised discretion not to vote
? Did not vote or make position known
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NAFTA and the U.S. Economy

The Administration's trade policy is part of a global economic strategy. It has been among the most
effective tools to attain the broad economic objectives of strengthening U.S. economic performance and
expanding high-wage jobs for U S workers. Market-opening agreements -- both bilateral ones such as
recent agreements with Japan and multilateral agreements such as the NAFTA and Uruguay Round --
expand opportunity for America's most productive, export-oriented industries and the lmgh wage jobs
they provide. They are the only way to ensure that competitive U.S. industries and workers can compete
on a level playing field in the world's important markets. This is particularly significant when one
considers that 95 percent of the world's consumers live outside the United States. Competitors are
shaping the trading rules in emerging markets, the markets that account for the largest percentage of U.S.
exports and the fastest growing component. It is literally the case that if we do not compete we are
retreating in these markets. The stakes are high. American jobs supported by the export of goods pay
13% to 16% more than U.S. jobs overall. Since 1992, U.S. exports of goods and services have risen over
35%. Export supported jobs are up by ! S million (to 11.3 million in 1996), thus accounting for 1 out of
every 8 net job increases in the United States between 1992 and 1996.

‘NAFTAL] has played a vital role in helping trade Téade Growin Importance to U.S. Economy.
expansion strengthen the U.S, economy. NAFTA (Expnrts plus (m ports as %afGDP)

has crcated jobs for American workers by

expanding access for U.S. goods and services in the
markets of two of our top three trading partners --
Canada and Mexico. NAFTA also serves as a

buffer against reduced access to those economies -~
without which access to more than 120 million
consumers would be jeopardized and more than

two million lngh-wage U.S. jobs would be put at
risk.

During NAFTA's first two years, U.S. goods
exporis to our NAFTA partners (Mexico and
Canada) were up by 22 percent or nearly $31

billion (to $173 billion), despite the temporary peso-féhted declmc in goods exports to Mexxco in 1995.
U.S. goods exports to Canada were up by 26%, while U.S. exports to Mexico were up by 11%,

Moreover, the growth in U.S. exports to our NAFTA partners accelerated in 1996. U.S. goods
exports to our NAFTA partners were up by over 34 percent in 1996 over the same period of 1993. U.S.
goods exports were up by 33% to Canada and by nearly 37% to Mexico. U.S. goods exports set records
for both these countries in 1996 ($134 billion to Canada and $57 billion to Mexico). Jobs supported by

U.S. goods exports to NAFTA are up an estimated 311,000 since the NAFTA's entry into force to 2.3
million in 1996. _

NAFTA did not cause the Iate 1994/1995 peso crisis in Mexico, nor the related 1995 Mexican
recession and the accompanying 8.9% decline in U.S. goods exports. Decisions made by the Mexican
government on exchange-rate policy in the 1980s, combined with developments in 1994 in financial
markets in and outside Mexico brought forth the peso crisis. As the peso plummeted in value in late 1994
and early 1995, investors shifted investments out of the Mexican market and Mexico's interest rates

1af4 - 02/25/97 10:17:51
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jumped. The result was a near 7% decline in Mexican production in 1995 -- a recession more than threc
times worse than the U.S. recession of 1991. The not surprising result of Mexico's difficulties was a

reduction in Mexican imports and a shift in its balance in trade in goods and services from large deficits
toward balance,

During this period, the NAFTA was extremely important in protecting U.S. export-supported jobhs
and U.S. economic interests. Because of the NAFTA, U.S. goods exports fared much better in 1995
than after the last Mexican financial crisis in 1982. During that crisis, before Mexico's adherence Lo either
the GATT or the NAFTA, government officials were free to take arbitrary measures to restrict entry of
imports. They imposed 100% duties on American products and strict licensing requirements, moves that
caused U.S. goods exports to plunge by 50% between 1981 and 1983. U.S. jobs supported by goods
exports to Mexico were cut by more than half (from an estimated 431 thousand in 1981 to 201 thousand
in 1983). It took nearly seven years for U.S. exports to Mexico to return to their level of 1981.

1996 Expons &igniticantly Higher than 1993 (PreNAFTA)

The situation in 1995 was very different. Instead of
~ putting up bamers to U_S. exports, Mexico
continued to reduce them in recognition of its
NAFTA obligations. In contrast, Mexico did place
additional restrictions on imports from its
non-NAFTA trade partners. The U.S. share of
Mexico's goods imports rose from 71% in 1994 to
74% in 1995, while Western Europe's, Japan's and
Korea's goods exports to Mexico fell by 25.5%,
24 5% and 64%, respectively. For the first six months
of 1996, the U.S. share was 76%. As the Mexican
economy begins to stabilize and grow again, there
has been a healthy recovery of U.S. goods exports. In
1996, U.S. goods exports to Mexico were actually

nearly 23% higher than in 1995 It only took 18
months for U.S. exports to Mexico to fully recover from the December 1994 peso crisis, not the 7
yearsneeded after the 1982 peso crisis.

Because of Mexico's economic difficulties in 1995, there was a significant swing in the bilateral goods
trade balance, from U.S. surplus of $1.3 billion in 1994 to a deficit $15.4 billion in 1995. This
deterioration of the U.S. goods tradc balance with Mexico contrasted sharply with improvements in U.S.
bilateral trade balances with most other regions of the world. The U.S, bilateral trade surplus with the rest
of Latin America between 1994 and 1995 grew $4.4 billion larger, while the deficit with Europe declined
by 33.5 billion, while the Pacific Rim excluding Japan and China declined by $3 billion and with Japan
alone declined by $6.5 billion. :

The reason for the sharp negative swing with Mexico was Mexico's peso crisis and resultingrecession, not
the NAFTA. Not only did Mexico's worldwide goods imports decline, but goods exports were enhanced
by both a cheaper currency and the recession's effect of reducing Mexican demand for Mexican output,
making more of it available for export. NAFTA itself only reduced the average U.S. tariff on imports
from Mexaco by less than 1 percentage point last year while Mexican tariffs against U.S. exports fell by

more than 2 percentage points -- changes in trade treatment too balanced and far too small to explain the
shift in the bilateral trade balance.

In fact, the Federal Reserve Bank of Dallas (Fed), in an article that econometrically estimated the effects
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of NAFTA and the Peso Crisis on U.S. exports and imports from Mexico, agreed that the peso crisis and
not the NAFTA was the primary reason for the decline in U.S. exports in 1995 ("Distinguishing NAFTA
Jfrom the Peso Crisis," Journal on the Southwest Economy, October 1996). It reported that the Peso
Crisis affected U.S. exports far greater than U.S. imports. It stated that U.S. imports were basically
unaffected by the crisis, whereas the decline in U.S. exports was entirely due to the crisis (i.e., the decline
in Mexican income resulting from the Mexican recession that lowered GDP by nearly 7 percent in 1995).
It estimates that exports would have grown by 22 percent in 1995 if the crisis did not occur. The Fed
further reported that U.S. export growth to Mexico is about 7 pereent higher per year with NAFTA,
whereas import growth from Mexico is 2 percent higher per year with NAFTA.

The shift in the bilateral goods trade balance in U.S. Jobs Supported by Exports Pay 13% to 16%
1995 came neither at the expense of U.S. workers More than the U.S. National Average

nor particularly to the benefit of Mexican workers. ' -
The trade balance shifted because of a Mexican
recession which reduced Mexican employment by
1.6 million and substantially reduced incomes. At
the same time, the United States was in its 4th year
of economic expansion, U S jobs expanded by
another 1.7 million, and real national income by
2.5%. The sharp deterioration of the bilateral
deficit thus was associated with recession-related
woes for Mexican workers while U.S. workers
continued to benefit from a sustained U S.
economic expansion, including significant export
growth to Canada and to other Latin American
markets.

NAFTA will continue to serve the interests of the U.S. ecanamy and U.S. workers long after the
current Mexican recession is a distant memory. NAFTA's existence has not only kept Mexico on track
toward more open markets for U.S. exports, it has also supported Mexican government efforts to sustain
the course of internal economic reform. Mexico has made major efforts in recent years to pursue
economic policies more similar to those of the United States. In contrast to 1981 when Mexico was a
closed economy, the more open Mexican economy of today is much better positioned to recover rapidly
from its problems in 1995, Growth in Mexico was cstimated to have exceeded 5% in 1996, and is '
forecasted to be even higher beyond 1996. An open, rapidly growing Mexican economy will help the
United States. The overwhelming share of Mexico's imports come from the United States. Mexico's most
critical products are produced more competitively in the United States. These products include the entire
capital goods area (from road building to hospitalinstruments to telecommunications), moderately priced
consumer goods for Mexico's emergent middle class (everything from blue jeans to compact discs), and
food. A healthy, expanding Mexican economy means that the Mexican labor force will more easily find
Jobs at home, affording a modest standard of living, whose growth will offer a promise for the future.
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As Mexico begins to achieve sustainable NAFTA Quickans U.8. Export Rocovery
economic growth and development, U.S. , from Mexican Peso Crisis
workers will benefit as well. U.S. exports to i . -
Mexico are rising again. They will continue to i T /s
grow as Mexico adheres to the healthy A . . RN
market-oriented fundamentals put in place in "o A w— T
recent years. Thesc exports support the higher T Y A
productivity, higher wage jobs which U.S. - N 7—\ :
workers want. The NAFTA ensures the United e RS St e
States will be in the best position possible to not 1o . \/"_/
only protect, but increase, the number of higher ™
paving jobs supported by exports to Mexico. _—
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INAFTA was passed into law in 1993. 1994 was the first of a multi-year phase in of the NAFTA
agreement that will not be complete until 2008.

Webmaster (@) USTR. - 21 Febmary 1997
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NAFTA and US Jobs

NAFTA has played a vital role in helping trade expansion strengthen the U.S. economy. NAFTA
has created higher wage jobs for American workers by expanding access for U.S. goods and services in
the markets of two of our top three trading partners -- Canada and Mexico --markets that have been
traditionally less accessible than the U.S. market. During NAFTA's first two years, U.S. goods cxports 1o
our NAFTA partners (Mexico and Canada) were up by 22 percent, or nearly $31 billion (to $173 billion).
despite the decline in goods exports to Mexico in 1995 due to the peso crisis and related severe

recession, U.S. goods exports 1993-95 to Canada were up by 26%, while U.S. goods exports to Mexico
were up by 11%.

Morcover, the growth in U.S. goods exports to our NAFTA partners accelerated in 1996. U.S.
goods exports to our NAFTA partners were up by 34 percent in 1996 over the same period of 1993. U.S.
goods exports were up by 33% to Canada and by nearly 37% to Mexico. Jobs supported by U.S. goods
exports to NAFTA were up by an estimated 311 thousand from 1993 (pre-NAFTA) to 2.3 million in

1996.
Although the U.S. bilateral goods trade balance Over 2 Mitlion U.S. Jobs. Supperted by Exports

with Mexico shifted from a surplus of $1.4 billion - to NAFTA Countries

to a deficit of $15.4 billion in 1995, NAFTA did ot oty T
not cause this trade deficit, nor does a deficit
necessarily mean an overall loss of U.S. jobs. 5 o 5
The movement toward a trade deficit in 1995 was S i
not caused by NAFTA implementation. In ' ' T
NAFTA's first two years, Mexico, whose -
pre-NAFTA tariff level was two and one-half times -
higher than the U.S. tariff level, cut barriers to U.S. E 5
exports to a much greater extent than was the case I e -
for the United States. B i —

The trade deficit arose largely from two factors.
The U.S. economy in 1995 continued its trend of
healthy economic growth, increasing production,
exports and imports. Mexico, however, experienced its worst economic downturn in modermn history in
1995. Production fell by nearly 7 percent, making Mexico's recession about three times worse than the
last U.S. recession in 1991-1992. Mexico's imports fell and the sharp decline in its domestic spending
power made more of its remaining production available for export. The U.S. economy was able to ,
achieve a net increase in employment of 1.7 million johs (a 1.5% increase), while in Mexico employment
fell by 1.6 million (a 7% decline). The causes of the trade balance ghift in 1995 were clearly not factors
that favored employment in Mexico relative to the United States.

MEXICO, .

The Mexican recession in 1995 had its origins in decisions made by the Mexican government on
exchange-rate policy in the 1980s, long before NAFTA was even envisioned. The sharp decline of the
peso, the movement of investment in securities and other financial instruments out of Mexico, and the rise
in Mexican interest rates were largely the cause of the 1995 recession. NAFTA, by requiring Mcxico both
to continue opening its markets to U.S. exports and to abide byagreed rules with respect to its exports to
the United States, worked to minimize any negative repercussions of Mexico's peso crisis and economic
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downturn on U.S. workers.

Trade deficits, by themselves, do not necessarily cost U.S. jobs. The facts do not support the view
that trade surpluses are pro-job policies and trade deficits depress the overall demand for labor. In the last
40 years, U.S. employment generally grew more and the unemployment rate was lower when the U.S.
trade balancc was worsening. This should not be surprising; trade deficits and employment both tend (o
rise when the economy is growing rapidly and consumers and businesses increase their spending. For
example, the U.S. current account (the broadest measure of trade) wes nearly in balance in 1991, during
the last major U.S. recession, yet the unemployment rate peaked at well over 7% in that year. Since 1992,
the U.S. economy recovered earlier and has grown faster than those of many of our major trade partners.
The relative strength of U.S, growth contributed to the current account deficit expanding to $152.9

“billion in 1995; however, by the end of 1995, the unemployment rate was down to 5.6% and roughly
eight million net new jobs had been created in the U.S. economy in just three years.

In the case of Mexico, its dramatic recession in 1995 sharply improved its trade balance even as domestic
employment fell by 1.6 million; in the United States, a shift toward sustainable rates of long-term growth,
resulted in the net addition of 1.7 million U.S. jobs, even as the deficit with Mexico deteriorated (for the
world as a wholc the U.S._ deficit stabilized in 1995).

It is very difficult to estimate the job displacement effect of imports. Accordingly, the mainstream
cconomic community has not been able develop a broadly agreed methodology to determine the
displacement impact of imports. Certainly, some imports have a job-displacement effect; however, not all
imports displace U.S. domestic production ar jobs. For example, imports of matenals in short supply, or
those not produced in the United States, do not have a one-for-one job displacement effect. U.S. imports
from Mexico of petroleum ($5.7 billion in 1995) and coffee ($600 million in 1995), if they had not
occurred would have largely resulted in either reduced supply and higher prices in the United States, or in
higher U.S. imports from third countries. Similarly, other imports by providing a competitive input into a
production process are complementary to U.S. production and support, rather than displace U.S. jobs.

Ultimately, the reasons the United States entcred the NAFTA with Mexico are for the benefits to
U.S. workers. NAFTA greatly expands the opportunities of U.S. export industries in Mexico and thus
for the expansion of higher wage jobs in the United States. Our export industries are among our most
productive and dynamic of all U.$. industries. The jobs they support pay wages that are 13% to 16%
higher than the U.S. national average wage. Finally, by removing trade impediments throughout the
North American continent, investment in the United States is made more attractive. Higher investment at
home is an important element in supporting growth of U.S. output, higher U S. labor productivity,
competitiveness, and higher U.S. labor compensation.

For those who might lose employment because of trade with Mexico and Canada, the Congress passed
specific legislation worker retraining and unemployment benefits and adjustment assistance, The law was
written in such a way to provide these benefits to Americans losing jobs because of increased imports
from Canada or Mexico (or plant displacement to those countries ), whether the import increase (or plant
displacement) was related to some provision of the NAFTA or whether itoccurred for reasons wholly
unrelated to any provision of the NAFTA. Under thic program, a cumulative figure of 88,602 U.S.
workers were certified in the 33 months following January 1994. Of these, 51,092 have been certified
with respect to imports from Mexico.(or plant displacement to Mexico).

The Department of Labor reports that these certifications are an estimate and not the actual number of
people that may have been affected by NAFTA or increased trade with NAFTA countries. Additionally,
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through September 1996, only 5,300 individuals have actually taken advantage of NAFTA transitional
adjustment assistance. The reasons for this vary on a case by case basis.

A conservative estimate of involuntary job displacement for the U.S. economy as a whole during this
same 33-month period between January 1994 and September 1996 15 about 8.6 million workers. This 15 &
figure nearly 100 times greater than the number of U.S. workers certified with respect to imports from
NAFTA countries and nearly 170 times greater than those workers certified with respect to imports from
Mexico. During the same time period, job growth in the United States was so strong that all job
displacement was offset (including some of whom were certified), and net employment increased by cizht
million jobs in the United States. The median number of weeks spent by workers lookang for work during
1995 was 13.7 weeks. The adjustment assistance furnished to those workers certified with respect to
imports from NAFTA countries provides an additional degree of support in making the job transirion
faced by millions of Americans each year.

2/21/97
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NAFTA and Agriculture Trade

The United States is one of the warld's most competitive agricultural producers and exporters, The
NAFTA continues to improve U.S. exporters’ access to significant new markets in Canada and Mexico

for their products. Canada and Mexico are now the second and third largest markets in the world for U S,
agricultural products,

¢ Agricultural exports to our NAFTA partners increased by 14.2 percent in FY1996
(Oct-Sept), reaching record levels. Despite a decline in exports to Mexico during FY1995,
exports roared back and were up almost 35 percent for FY1996. Export growth to Canada was
more modest but continucd the consistent growth scen since the implementation of the original
Canada-U.S. Free Trade Agreement in 1989

* In FY1996, agricultural exports to .::' RN TIA. e
Mexico reached a record of $5 billion. U .S. AgflCU'tU ral EXpO rs
Increased exports of bulk agricultural -(OctSept Fiscal Year - § billon)

products such as coarse grains, soybeans and , g

wheat led the way. Exports of planting seeds g _~ ——— BNl i

and hides and skins were also up over 50 5 L EIE % g;g’% - f’*’;

percent this year. N R B L i ﬁ‘: %
® Export growth to Mexico is forecast to = % 3 L 4

continue with projections for FY 1997 3; i o 3 ‘%g =

reaching 35.1 billion. Lower expected 74 = = fft & 2

prices for grains may decrease the export ' 7. i < i

value for those products, but live animal a -~

exports are expected to increase as Mexico .

starts rebuilding its herds following a severe

drought, An improved economic situation : 2 GRS

should also lead to incrcased consumer demand for ducts and other

processed foods.

The U.S. continues to he the dominant and growing supplier of agricultural products to

Mezxico, providing almost 75 percent of its agricultural imports. This is due, in part, to the

price advantage U.S. products now enjoy in Mexico compared with other Mexican trading partners

that do not have the preferential access the NAFTA provides our exporters.

® The fourth round of tariff cuts with Mexico weut into effect on January 1, 1997. This round
increased by three percent the quantity of key U.S. commodities, including corn, dried beans,
poultry, animal fats, barley, eggs, and potatoes, eligible for duty-frec access under the NAFTA
tariff-rate quotas. .

* U.S. imporis of agricultural products from Mezico in FY1996 were slightly below the record
set in FY 1995 of $3.7 billion. Fresh vegetable shipments continue to dominate agricultural
imports from Mexico accounting for almost a third of U.S. imports.

*. U.S. agricultural exports to Canada continue to grow, and reached nearly $6 billion in
FY1996. In FY1996 exports of bulk agricultural items, intermediate agricultural goods and
consumer oriented agricultural goods to Canada were all at record levels for the second yearin a
row. Exports of processed foods dominate our trade with Canada, and continued strong growth in

the export of snack foods, processed fruits and vegetables and fruit and vegetable juices lead the
way. :
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® Exports to Canada are forecast to increase in FY1997 to reach $6.1 billion, mainly due to
increases in horticultural exports and some increases in red meat exports.

* (J.S. imparts of agricultural goods from Canada increased in FY1996 to $6.4 billion. The
nearly 20 percent increasc is due to the relative strength of the U.S. economy and demand and the
relative weakness of the Canadian dollar. Increased imports of live animals and red meats
accounted for the largest changes.

* The tariff reductions set out in the Canada-U.S. Free Trade Agreement will be completed on-
January 1, 1998. With the exception of Canadian tariffs on dairy, poultry, cggs, margarine and.
barely, and U.S. products subject to tariff-rate quotas, which include dairy products, sugar and

sugar products and peanut butter, all agricultural trade between the United States and Canada will
be duty free beginning in 1998.
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NAFTA and Sovereignty

The NAFTA is a comprehensive and rcciprocal trade agreement that the U.S. needs to continue
opening markets in our first and third largest trading partners and prosper in the North American
and global economies. The NAFTA carrects the fundamental imbalance that existed where the U S.
market was largely open and accessible and our neighbors’ markets were closed. Reciprocal and
comprehensive trade agreements such as the NAFTA help the broadest range of U.S. producers and
workers tap into a world market in which 95 percent of the world's consumers live outside the U.S.

The economic¢ history of the U.S. has been one of progressive elimination of barriers that impede
our economic expansion. It started with the constitutional requirement to eliminate the barriers that
blocked commerce between the states. That domestic effort to knock down barriers progressed onto the
world stage in earnest following World War II with the development of the General Agreement on Tariffs
and Trade (GATT). To continue to succeed, the U.S. must eliminate bamers to commerce in the global
economy by using the rules now available in the World Trade Organization (WTOQO), the NAFTA, and
other trade agreements, and by emphasizing reciprocity in our trade negotiations. Trade agreements are
the central tools of the U.S. Government to help the private sector gain entrance into closed markets and
compete on a level playing field with their competitors.

The U.S. is the most competitive and productive large economy in the world according to
prestigious independent institutions like the World Economic Forum and the International
Institute for Management Development. Because of this competitiveness, the U.S, will do even better
when other economies are as open as the U.S. and barriers are eliminated.

Negotiating binding trade obligations for reciprocal market openness does not entail a loss of our
sovereign decision-makang in important areas such as public health and safety standards, environmental
protection, or foreign policy. The NAFTA does not permit Canada and Mexico to "intervene in" or
"direct” U.S. legislative or rcgulatory processes through trade agreements:

* the NAFTA puts in place rules that were supported by a strong bipartisan majority of the Congress;
the NAFTA does not prohibit the U.S. from passing and vigorously enforcing its own laws, or
from setting its own environmental or health standards, and a NAFTA panel cannot autonomously
change such standards, Only the U.S. Congress has the authority to change U.S. law, and only U.S.
regulatory bodies, such as the Food and Drug Administration, etc., have the authority to issue
health, safety, environmental and ¢consumer protection regulations;
the NAFTA does not require the U.S. to adopt lower international food and safety standards; it
permits the U.S. to continue 1o reject food and other imports that the U.S. considers to be unsafe;
and it permits states and the federal govermment to maintain andimpose cven stricter food and
safety standards than is currently the case;

“No substantive change in U.S. rights and obligations under the NAFTA will apply unless the U.S.
agrees to it; _
U.S. interests are enhanced because the dispute settlement system permits the U.S. to enforce

rights under the agreements more effectively, open previously closed markets, and at the same time
preserve U.S. trade laws; and '

* The U.S. will continue to be able to use:

= Section 301 of the 1974 Tradc Act, as amended, to address unfair, or unreasonable, barriers
to U.S. commerce; and .
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= antidumping and countervailing duty laws to address foreign unfair export practices that
affect the U.S. market adversely.
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NAFTA and the Environment

The North American Agreement on Environmental Cooperation (NAAEC) promutes sustainable
development through mutually supportive environmental and economic policies. The Commission
for Environmental Cooperation (CEC) was created under the NAAEC to protect, conserve, and improve
the environment through increased cooperation among the Partics and increased public participation.

In the first two years of operation, the CEC has begun work on an impressive list of environmcenial
" projects under its cooperative work program. The NAFTA parties are seeking solutions to a number
of issues of trilateral significance for the first time, focusing initially on five major themes: Environmental
Conservation; Protecting Human Health and Environment; Enforcement Cooperation and Law;
Environment Trade and Economy, and Information and Public Outreach. The proposed 1997 Annual

Program and Budget continues to look at these five major themes and has focussed the cooperative
efforts into seventeen key intiatives.

Under the theme of Enviranmental Conservation, the NAFTA parties have encouraged the CEC
Secretariat, located in Montreal, to coordinate non-governmental involvement on the conservation of
North American birds by identifying areas important to the long-term viability of naturally occurring bird
populations (Important Bird Areas or IBAs) and developing a conservation strategy for each site, The

governments will cooperate on a separate initiative to protect the birds of North America by developing a
recommended conservation strategy.

With respect to marine ecosystems, the CEC is coordinating efforts among the parties for the first
regional implementation of thc Global Program of Action for the Protection of the Marine Environment
from Land Based Activities signed by 101 countries in Washington in November 1995, as well as regional
implementation of the International Coral Reef Initiative. A presentation of the North American
experience in regional implementation will be made at the UNEP Govermning Council meeting in January
1997. Other Environmental Conservation highlights in the CEC include the development of a North

American Biodiversity Information Network and cooperation for the conservation of the Monarch
butterfly.

Under the theme of Protection of Human Health and Environment, an unprecedented trilateral
discussion has taken place among the NAFTA parties aimed at creating regional action plans for the
sound management or phase-out of four toxic substances: PCBs, DDT, mercury and chlordane. This
process has educated all three countries about the mechanisms and technologies their neighbors use to
understand and manage these substances, which saves time and resources in developing these mechanisms
individually. The CEC Council will review the regional action plans in early 1997 for approval. The
Parties are also developing a criteria document to assist in developing a new short list of substances to be
subject to future action plans.

The CEC also facilitated the creation of the North American Pollutant Release Inventory, the regional
equivalent of the U.S. Toxic Release Inventory. This activity involves developing a methodology for
making pollutant release and transfer register (PRTR) data comparable, compatible, and accessible to the
public. The United States and Canada are providing support toMexican efforts 1o establish a domestic
PRTR and all three will publish the first reports on North Amcrican Pollutant Release Inventory
information from 1994 and 1995 data. Other Human Health highlights include the development of a
cooperative long term air quality monitoring, modeling, and assessment program in North America, a
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greenhouse gas trading study, as well as recommendations on transboundary environmental impact
assessment procedures for the countries of North America.

The CEC is required to publish an Annual Report, which addresses, among other things, actions taken by
each Party to meet it’s obligations under the NAAEC. The Parties will highlight environmental
enforcement activities in a thirty page section of the 1996 Annual Report. Cooperation on enforcement
issues has improved through the creation of the CEC North American Working Group on
Environmental Enforcement and Compliance Cooperation, which cooperates on activities such as
technical assistance, cataloguing training courses and enforcement officials, exploring altemative
approaches to voluntary compliance, and improving the tracking of hazardous waste across borders,

In 1997, the Couneil hag agreed to develop principles to guide the development of a new generation of
environmental regulatory and other management systems, in recognition of the need for continuous
improvement of environmental protection and public health. The CEC will develop such principles as a
standard that the public will be able to use to evaluate new laws, rules and regulations.

In 1996, the Council created a pilot fund for pollution prevention projects for small and medium
enterprises. The CEC will explore options for extending this fund to the United States and Canada in
1997. The Council also created a Technology Clearinghousc to assist potential uscrs of environmental
technology in finding the technology necessary to help them comply with relevant environmental laws and
regulations or to improve their production efficiency while maintaining or improving their
competitiveness.

The Information and Public Outreach activities of the CEC have been very successful, although all
arms of the Commission (Council, Secretariat, and Joint Public Advisory Committee (JPAC)) recognize
the need to continue to grow in this area. The CEC's first effort was to establish an Intemet Homepage
(www.cec.org) so that it could publicize its actions and developments. For public use and easy access,
CEC staff put the environmental laws from the three countries on-line in all three NAFTA languages. A
CEC resource center was established in Mexico City, to make information more accessible to those
NAFTA citizens living furthest from the CEC headquarters in Montreal.

As the CEC completes projects, it is adding these project results to the on-line service. The JPAC is
hosting three public meetings each year on specific topics of concern to the Coungil: in 1997 they will
address the long range transport of air pollutants, voluntary compliance with enviornmental laws, and
environmental nerworking between North American communities. The public has played a key role in
each of the cooperative work program projects. The United States has established both a National and
Govemment Advisory Committee made up of business, environmental organizations, and academics to
assist its delegation in making wise decisionswithin the Commission.

" Finally, the CEC has undcrtaken a pathbreaking and complex study of the effects of NAFTA trade on the
environment under the Environment, Trade, and Economy theme. The NAAEC calls for a continued
consideration of the "environmental effects of NAFTA" in Article 10.6(d). The Administration is
committed to reducing barricrs to trade and to understanding how greater market access and higher levels
of environmental performance can be pursued as complimentary and synergistic goals, To this end, the
United Statcs has supported independent CEC work to design and implement an analytical framework to
identify and assess the effects of NAFTA on the environment, The CEC expects the study to provide a
basis for further cooperation among the Parties.

Other developments include the establishment of the North American Fund for Environmental
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Cooperation (NAFEC), which is 2 C32 million fund for community based grants intended to engage the
energy and imagination of the people of North Amcrica in achicving the goals of the NAAEC. The third
call for proposals will be released in February 1997.

Also, despite the concern among the public about the perceived lack of enforcement of domestic
environmental laws in the NAFTA countries, so far only six submissions from the public have been
received by the Secretariat under the process estblished by Article 14 of the NAAEC to address that
concern. Currently, there are three submissions, one against each of the NAFTA Parties, still under
consideration by the Secretariat. In August 1996, the CEC Council decided to instruct the Secretariat to

prepare a factual record regarding the environmental impact assessment done on a public harbor terminal
in Cozumel, Mexico.

A separate complaint from members of the public concerning massive migratory bird deaths at the Silva
Reservoir in Mexico resulted in the preparation of a report by the Secretariat under Article 13 of the
NAAEC. Article 13 enables the Secretariat to prepare a report on any matter within the scope of the
Commission’s annual work program or any other cooperative, non-enforcement function of the NAAEC
so long as the Council does not object to its preparation within a specified period of time. The NAFTA
governments have negotiated a resolution to the Silva Reservoir situation which has created
unprecedented scientific cooperation on this problem by bringing scientists together in a depoliticized
environment. This resolution allowed the CEC to fulfill one of its principle missions -- to respond to a
national environmental problem that has international consequences, while remaining sensitive to local
priorities and to the possibility of creating effective regional models.

With respect to BECC and NADBank, BECC has certified twelve projects in just two years of
existence, six in each country; NADBank has approved financing for four of these projects. Asa
result of extensive outreach and technical-assistance efforts, several dozen more potential projects have
applied for certification. BECC was awarded a grant for $10 million by U.S. EPA to identify, develop,
and assist water-related projects in both countrics. NADBank has established a program of its own to
improve the creditworthiness of border-area utilities and municipalities.

The central strategy of the comprehensive and unprecedented Border XXI Program emphasizes
public involvement, decentralization of environmental decision-making through state and local capacity
building and improved communication and cooperation among federal, state, and local governments. The
federal governments of both countries acknowledged the importance of cooperative efforts and are
committed to working with their state and local counterparts and with residents of the border region to
further define and realize the vision of sustainable development underlying Border XXI. The cooperative
cffort includes projects pertaining to the entire border and specific clements pertaining to California - Baja

California, Arizona - Sonora, New Mexdco-Texas-Chituahua, Texas-Cosahuila-Nuevo Leon, and
Texas-Tamanlipas.

The environmental institutions created by the NAFTA arc providing for the first time the bilateral
and trilateral tools to address a variety of North American environmental issues, including in the
U.S.-Mezxico border region. The NAAEC commits NAFTA members to ensure that their laws provide
for high levels of environmental protection and that environmental laws are effectively enforced. The
NAAEC includes enforcement provisions with sanctions as a last resort if a country fails to uphold its
commitment to enforce its environmental laws. The BECC and NADBank together constitute the
inetitutions necessary to identify worthwhile projects and leverage the financing that 1s critical to
environmental clean up along the border.

Jof4 - . 02/25/97 10:19:
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While NAAEC encourages environmental cooperation to resolve outstanding concerns, it also
protects the rights of the NAFTA mcmbers to ¢stablish and enforce their own environmental laws.
Nothing in the NAAEC can require the United States to.change its environmental laws.

The passage of NAFTA, the establishment of the BECC, NADBank, and the CEC demonstrates
the commitment that all three nations have made to improve the environment in North America.

U.S. environmental technology firms are in an excellent position to provide goods and services to meet
environmental needs of our NAFTA partners.

1723797
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NAFTA and Labor Rights

The North American Agreement on Labor Cooperation (NAALC) is an unprecedented and
balanced approach to ensuring high levels of worker rights protection. The objectives of the
NAALC include: improving working conditions and living standards in each party's territory, promoting
basic labor law principles; encouraging cooperation to promote innovation and rising levels of
productivity and quality; pursuing cooperative labor-related activities; and promoting compliance with,
and effective enforcement by cach party of, its "labor law" and fostering transparency in the
administration of labor laws. The agreement does not rewrite any country's labor laws: there was no need
to do so since Mexico and Canada have generally sound labor laws.

The implementation of the NAALC is carried out by a Commission, which includes a Ministerial
Council and a Secretariat. The Commission is assisted by the National Administrative Office (NAO) of
each Party to the NAALC. The Council is comprised of the Ministers of Labor of each Party, which in
the case of the United States is the Secretary of Labor. The Coungil is the governing body of the
Commission and oversees, and directs, NAALC implementation. The Secretariat, located in Dallas,
Texas, is the administrative body of the Commission and assists the Council in exercising its functions,
including the preparation of reports at the request of the Council on topics relevant to the implementation
of the NAALC. The NAQs serve as the contact point for the government agencies of the Partics, the
NAOs of the Parties, and the Secretariat. Each Party also has a National Advisory Committee made up of
the Public, labor and business representatives.

The "bright spotlight" of public, and international, scrutiny of relevant labor practices is, in
effect, a function of the accord. Under the agreement, citizens of any NAFTA signatory can request
their government to review labor practices in one of its NAFTA partners. Review results are made public.
Governments also may request consultations at the Cabinet level and a detailed examination of any

incident or labor practice in another NAFTA country. For example, in onc casc which involved the nght
of union regjstration at a Mexican electronics plant: :

The U.$. Secretary of Labor and his Mexican counterpart entered into an agreement, with an
action plan, to address union repistration in Mexico. Under the agreed plan, officials from the
Mexican Labor Secretariat met with the workers attempting to register a union at the
electronics plant in question to explain to them their rights under Mexican law regarding
union registration. Mexican officials also met with the plant management and local
government officials who handled the union registration petition. Mexico agreed to
commission a study by indcpendent experts to examine the issuc of union registration in
Mexico and to prepare a public report. Mexico agreed to a series of public seminars to be
held jointly with Mexican, U.S., and Canadian officials, academics, management officials,
and labor representatives to discuss the issue of union registration and other labor law issues
raised in the case. Seminars were held in Mexico City, San Antonio, and Monterrey.

The U.S. National Administrative Office (UU.S. NAQ) has received six submissions to date and twoof the

cases are currently pending. These cases titled Submission 9601 & 9602 respectively, address freedom of
association issues in Mexico. :

In Submission 9601, the NAO will issue a public report by January 27, 1997 concerning a submission
made by Human Rights Watch/Americas, the International Labor Rights Fund, and the Asociacion
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Nacional de Abogados Democraticos (National Association of Democratic Lawyecrs). The submission
involves the representation of employees at the Mexican Ministry of the Environment, Natural Resources,
and Fishing. The NAO Report will include an examination of the relevant allegations and findings on
whether Mexico has met its obligations under the NAALC.

In Submission 9602, the NAO will issuc a public report by June 1997 concerning issues raised by the
Communications Workers of America, the Union of Telephone Workers of Mexico, and the Federation
of Unions of Goods and Services Companies of Mexico. The issues concern freedom of association and
the right to organize issucs.

The NAALC protects the right of the NAFTA Parties to establish and enforce their own labor
laws. Nothing in the agreement requires.the U.S. to change its laws or the enforcement of its laws. But
the agreement is a "two-way street”. Mexico and Canada may request consultations and an examination
of incidents and labor practices in the U.S. Indeed, Mexico has done so on one occasion involving a
California telecommunications facility that closed on the eve of a union representation election. The
matter was addressed through consultations with full respect for proceedings under domestic law before

the National Labor Relations Board (NLRB). The agreement's balanced approach is the right approach
that serves the interests of all three NAFTA countries.

The positive effect of a trilateral consultative process leading to greater understanding of how one
country is addressing an issue, and the ability of the consultation process to persuade a NAFTA
party to improve enforcement. should not be underestimated. Trinational cooperative activities
conducted under the agreement also promote transparency (i.e., a clear understanding) regarding labor
law and practice on issues ranging from occupational safety and health to workplace equality.

Over the past three years, an extensive program of trinational cooperative activities has been under taken
by the National Administrative Offices of Canada, Mexico and the U.S. The purpose of these activities is
to promote administration of labor laws and promote greater understanding of each country’s laws,
policies and practices and to facilitate the exchange of information related to labor law issues.

The cooperative activities work program is carried out through a series of government-to-government
meetings, seminars and public conferences. Some examples of these activities are:

¢ The U.S. NAO bas sponsored two trinational study tours, one in construction and the other in the
petrachemical industry, in conjunction with the Department of Labor's OSHA division and in
cooperation with the National Safety Congress. The program fostered an exchange of best
practices on ways to reduce worker fatalities and injuries in these industries.

The three NAFTA countries have also undertaken a series of seminars and conferences on labor
law and worker rights. Two of the government-to-government seminars conducted in this area
were designed to address issues of industrial relations that had been raised in the U.S. NAQ
submissions. The goal was to begin an open discussion between the countries and to exchange
information on the application and implementation of each country's labor laws in this area and find
ways to resolve issues before reaching the dispute settlement process.

The NAALC countries will be hosting, in 1997, a conference on "Child and Youth Labor in North
America." The conference will examine innovations that seek to eliminate inappropriate
participation of children in the workplace. The conference will explore ways that the NAFTA
countries can improve the lives of children and youth who are legally in the workplace by reducing
risk to health and safety and by safeguarding educational opportunities. -
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Monetary sanctions and denial of trade benefits are available to address the trade effects of a persistent
pattern of failure by another NAFTA party to enforce selected labor laws, should evaluations by experts
and consultations not lead to solution. The structure of the accord also prevents the Parties from
attempting to use the NAALC to impose sanctions for anything other than the carefully prescribed
rcazons set forth in the accord, and none of the Parties have attempted to use the NAALC to raise
barriers to comimerce or impinge the broader objectives of NAFTA.
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NAFTA and the Western Hemisphere

The NAFTA is the U_S. beginning for opening the dynamic Latin American market and for
leveling this hemisphere's trade pluying field to benefit U.S. exports of goods and services. The
rules of the NAFTA go far beyond the mere elimination of tariffs and other restrictions at borders. For
example, they are designed to: open government procurement markets - a key to gaining access to larue
infrastructure projects; ensure standards regarding product certification and other related norms for
selling are not disguised barriers to preclude import competition; improve the protection of intellectual
property rights (i.e., copytights, trademarks, patents, etc.); and ensure access on equitable terms for
foreign and domestic investors. In short, the NAFTA is indicative of the kinds of rules that can be a most
effective tool in prying open markets in virtually all respects and ensuring competitive U.S. industries and
workers get the best opportunity available to compete against our global competitors in these markets.
The NAFTA rules provide a standard of market openness and reciprocal faimess that should become the
minimum norm for trade relations within the Western Hemisphere. Although Chile's dynamic economy is
viewed as one of the most, if not the most, open in Latin Amenca, Chile's accession to the NAFTA will

require significant steps be taken to further open its economic and trade regime and harmonize its rules
with those of the United States, Canada and Mexico.

Tariff barriers in Latin America, as much as they have been reduced in recent years, are still on average
four times higher than the average U.S. tariff. The Uruguay Round resulted in a reduction of tariffs, and a
limit being put on how high tariffs can be raiscd. But, as was the case with Mexico, the Uruguay Round
does not preclude many Latin American countries from raising tariffs significantly in some cases. Only the
negotiation of a comprehensive trade agreement will accomplish that objective. Furthermore, virtually no
investment regime is as open as the U.S. regime, no country protects intellectual property rights as
effectively as the United States, and access by services providers to the U.S. market is greater than any
country in Latin America and the Caribbean Basin. Reciprocity would require these countries to open

their regimes to a significant degree, thus creating a more level trade playing field for competitive U.S.
producers and workers.

The Western Hemisphere accounted for 39
percent of U.S. goods exports in1996. Not only
are Canada and Mexico the first and third
largest U.S. trading partners, but the rest of
Latin America and the Caribbean Basin has
been one of the fastest growing U.S. export
market in recent years. It was the only major
region with which the U.S. recorded a trade
surplus in 1995 and thig continued in 1996. It is
not broadly recognized that this resource-rich
region has transformed itself over the last decade
from largely closed economies to market oriented
democracies. This major re-orientation is having a
significant impact on the trade situation and is

generating substantialcomrnercial opportunities for
the U.S.

Whereas U.S. goods exports to the world increased by 57 percent in the period 1990-96, U.S.

-~ 02/25/97 1(:19:2
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cxports to Latin America and the Caribbean Basin (excluding Mexico) increased by 110 percent.
Latin America and the Caribbean Basin has a population estimated at 450 million, of which 300 million
are consumers above the official poverty line. The total gross domestic product (GDP) of Latin America
and the Caribbean Basin was $1.5 trillion in 1995, with real growth expected to average 5 percent
through the year 2000. Latin Amenican intra-regional trade is exploding, more than doubling from 1990
to 1995 from $41 billion to $88 billion. The United States has traditionally been very competitive, in most
countries having supplied 40 percent or more of imports. There is no other region of the world where the

United States is so naturally competitively positioned. For example, the United States exported more to
Chile itn 1995 than it did to India, Indonesia or Russia.

But the U.S. is not the only country which recognizes the region's potential. Competitors from
Eurnpe and Asia are actively engaging the region and seeking to change the trade rules of the
game to their advantage. The European Union (EU) has agreed with Argentina, Brazil, Paraguay and
Uruguay, the countries of the Southern Common Market (or MERCOSUR in Spanish) to negotiate a
reciprocal trade agreement. Similarly, the EU and Chile expect to conclude a reciprocal trade agreement.

Mexico and the EU have initiated talks to pursue a comprehensive trade agreement. The largest trading
partner of the MERCOSUR 15 the EU. '

Similarly, Latin American trade with Asia and the Pacific is booming. In 1995, China's second fastest
export market was Latin America. Chile's largest export market is Japan. Senior Chinese officials have
visited Latin America in the past year an unprecedented number of times targeting the region for its new
commercial and strategic value and to blunt U.S. commercial power. Japan and Korea and other Asian
competitors have also engaged in the highest levels of diplomacy to encourage closer commercial ties and
policies more conducive to their trade, imvestment and trade strategies. Latin America is responding to
this effort with high level visits to Asia to foster closer ties and cooperation in global issues including
trade. These efforts will have dircct implications for the continucd competitivencss of U.S. firms in the

region. It would be unacceptable if U.S. competitors in Asia and Europe were to negotiate better access
and treatment for their goods and services than the U.S. achieves.

The region itself is very active with trade agreements. For example, the MERCQOSUR recently
concluded a free trade area with Chile which will virtually eliminate tariffs and quantitative restrictions.
MERCOSUR is looking to expand its associate agreements to Bolivia and other South American
countries. Mexico has proposed a reciprocal trade agreement with MERCOSUR, and is working on
agreements with Central America and Ecuador and has initiated talks to add disciplines to its agreement
with Chile. Furthcrmore, it has agreements with Venczucla and Colombia (i.e, the G-3) and Costa Rica.
Chile also has agreements with Venezuela, Colombia, Peru and is working on one with Bolivia and the
Central AmericanCommon Market. Furthermore, Chile just concluded an "interim" agreement with
Canada that is modeled on elements of the NAFTA, mcluding the labor and environment accords.

Historically, the U.S., even with its strong trade ties, has not influenced the content of these trade
agreements. Latin America has a decades deep tradition in the trade and integration game. While the
content of the newer agreements being negotiated is more comprehensive and effective in opening
markets than was the case in the past, none of the agreements negotiated ar¢ as comprehensive as the
NAFTA. The NAFTA serves as the U.S. hemispheric benchmark for the rules in trade agreements. An
open market in the hemisphere that reflects at least the rules of the NAFTA and its vigor in
opening markets would level the playing field helping to ensure U.S. industries and workers the

best opportunity to compete against aggressive global competitors in this dynamic and vast
market.
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Testimony of Ambassador Charlene Barshefsky
before the Trade Subcommittee of the House Ways and Means Committee
: March 18, 1997

Thank you, Mr. Chairman and Members of the Committee. It am pleased to appear before you
today. : -

[ appreciate this opportunity to set forth the Administration’s views on the direction of trade
policy. When I entered *he field of international trade twenty two years ago, trade was really the
province of a relatively few academics, trade technicians, and a relative handful of interested
members of Congress. Those days are long past. As trade has become more central to our
economic health, it has understandably become a matter of great importance to virtually all
members of Congress and to people in all walks of life across our country. This Administration,
and any future Administration, bears the responsibility of explaining our trade policy clearly and
building broad political support forit. To advance that goal, I pledge today to engage--as much
as possible---in what President Truman once called “plain speaking.”

No discussion of our trade policy should begin without reaffirming our commitment to a
bipartisan partnership with Congress. No trade policy can ultimately succeed without the
support of the Members. Bipartisanship has been a cornerstone of our past success and will
continue to be in the future. I pledge to work closely with all members of this Subcommittes -
and the full Ways and Means Committee - to advance the cauce of opening foreign markets and
thereby expanding exports and creating more and better jobs and opportunities for Americans in
the workforce today, and their children who will be joining it in the coming vears.

Trade and the Strength of the U.S. Economy

We should begin by recognizing that our economy is the strongest in the world; that expanded
rade has played an important role in building that strength; and that no country in the world is
better positioned to take advantage of the enormous opportunities presented by a growing global
economy. In fact, we are at a unjque moment and we need to seize it now. Our competitors
cannot beat us, but we can lose if we put oursclves on the sidelines.

As we look toward the next four years, consider our situation:

. Our economy is the envy of the world. We are in the sixth year of the current economic
expansion. Over the past four years, we have created nearly 12 million new jobs, while
the G-7 created.roughly 600.000. We have the lowest budget deficit as a percent of GDP
of all the G-7 nations. Our combined unemployment and inflation-—the so—called misery
index—are at the lowest level since 1963. Countries around the world seek to emulate
the “American model.”
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. We have seen a resurgence in U.S. competitiveness. We are once again the world’s
largest exporter setting historic records in manufactured goods, high technology goods,
services, and agriculture. Over the last four years, our manufactured exports are up 42%,
high technology exports jumped 45%, service exports climbed 26% and farm exports rose
40%. We are the world’s largest producer of semiconductors and the largest producer of
automobiles. The World Economic Forum has found America to be the most competitive
major economy in the world for three years running,

. Our economic expansion has been investment-led, building the foundation for even
greater economue strength, [n 1995, total business investment in the U.S. was more than
$800 billion. Our industrial production is up nearly 18% in real terms aver the last four
years. Japan's production is up 5 percent and Germany’s has declined by 2 percent over
this period. Growth of our industrial capacity growth is at its highest level since the
1970's. We have more manufacturing jobs than we had four years ago. The industrial
Midwest has gone. through a virtual renaissance of manufacturing and productivity.

Trade policy has contributed significantly to the economic strength of our country today. From
the early weeks of the Administration, the President made it clear that we would compete, not
retreat behind walls. We would not aceept the status quo whereby too often our trading partners
took advantage of our open market while maintaining closed markets at home. We have
relentlessly pursued an agenda of opening foreign markets, and breaking down foreign market
barriers-—multilaterally, regionally and bilaterally.

We committed to work for a system where all trade nations, developed and developing, would
adhere to the same set of basic rules, and we have made important strides in that regard with the
creation of the WTO and elsewhere. We have not yet fully leveled the playing field for U.S.
companies, workers and farmers, but we have clearly made progress. The world is generally
more open to U.S. exports than it was when the President took office, and far more open than
when Congress, on a bipartisan basis, passed the landmark 1988 Trade Act which gave us and
our predecessors the clear direction and the tools to open markets around the world.

This Administration has negotiated over 200 trade agreements, all designed to advance our
economic and tradc Interests. In the past four years:

. We completed the Uruguay Round, the largest trade agreement in world history, which
will add $100-200 billion to GDP annually when fully implemented.

. We completed the NAFTA, which increased our exports to Mexico, and kept Mexican
markets open despite the worst economic crisis in Mexican modern history.

. We worked tirelessly to break down market access barriers in Japan, which have
presented one of the central trade challenges for the past twenty years, reaching 24
agreements and increasing our exports 43% in four years (with exports covered by these
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agreements growing roughly twice as fast).

. We led the world in setting tougher standards for trade with China: battling to open a
highly protected market, negotiating landmark agreements in intellectual property and
textiles, and insisting that China’s accession to the WTO occur only on commercially
meaningful terms.

. We breathed new life into APEC, starting with the President’s leadership in 1993,
spelling out a long term vision for free and fair trade, making progress more concrete
year by year, culminating with the key role played by APEC in completing the
Information Technology Agreement (ITA), and anchoring our country more firmly in the
fastest growing region of the world.

. We have led the multilateral effort in this hemisphere to build the Free Trade Area of the
Americas (FTAA) by 2005, with concrete progress by 2000, deepening our commitment
to our own hemisphere, recognizing the extraordinary progress of open markets and
democracy throughout the region. '

. We initiated the effort regarding the creation of the U.S. - EU Trensatlantic Marketplace.
We have been working closely with the private sector to improve market access.

. We took the [ead in combating bribery and corruption in government procurement, in
respecting core labor standards, and in pursuing the agenda to make trade and
environmental policies mutually supportive.

. We have vigorously enforced our trade laws and agreements using every tool possible
and making it clear that agreements, if not implemented by our trading partoers, will be
enforced. In the past four years we have brought 48 trade enforcement actions. We have
filed 23 cases to enforce U.S. rights under the new dispute settlement procedures of the
WTO, having filed 15 complaints last year alone.

. Over the last threc months, we have completed the Information Technology Agreement
(ITA) and the Agreement on Basic Telecommunications—two far-reaching multilateral
agreements reducing trade barriers around the world for our high technology industries.
The ITA will benefit producers of such products as semiconductors, computers,
telecommunications equipment and software. These industries support 1.5 million
manufacturing jobs and 1.8 million related service jobs. This agreement amounts to a
global tax cut of §5 billion. The telecommunications accord is expected to generate
approximately 1 million U.S. jobs over the next 10 years and save billions of dollars for
the American consumer. We estimate the average cost of international phone calls will
drop by 80 pereent -- from §1 per minute on average 1o 20 cents per minute over several
years. The cost of U.S. domestic calls should also fall as the agreement helps raise
investment in the U.S. in competitive telecommunications networks.
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We pursued these itiatives because we recogruzed that trade is tncreasingly tmportant to the
future of our nation. Trade is now equivalent to nearly 30 percent of GDP, up from 13 percent in
1970. Exports over the last four years have generated roughly one quarter of our economic
growth. And these are good jobs; they pay 15-16% more than non trade-related jobs. That’s
one reason why over 68% of the jobs created in the U.S. between 1994-96 paid above the median
wage. Exports support an estimnated 11.3 million U.S. jobs, and over 1.4 million of these jobs
were generated by increased exports over the last four years.

None of this is to suggest that we don’t face challenges and continuing problems. Many markets
around the world remain closed to our exports and, to the extent our trade deficit is the result of
these barriers, particularly on a bilateral basis, they must be reduced. Far too many Amencans
are left behind in the current economic expansion, without the skills or education to benefit from
the increased opportunities. Neither government nor the private sector should rest while that is
the case. And I recognize that for those Americans who have lost jobs because of trade or
technological change or corporate downsizing, 1t 15 cold comfort that the overall picture is
positive.

In considering the direction of future trade policy, however, we need to start by recognizing that
our ccopomy is stronger than it was four years ago, and far stronger than it was ten years ago.
None of us should be complacent, but our country’s economic success is no accident. We put
our government’s market opening efforts behind our companies, workers and farmers at precisely
the time when they were at their most competitive. After years of doubt and soul-searching
about our country’s ability to compete, we have together succeeded in defining a distinctively
American partnership to succeed in a tough global economy. As we consider what comes next,
we can take pride, for 2 moment, in what we, together, have accomplished.

A Moment of Choice; The Dangers of Inaction

But only for a moment. This is not the time for resting on our laurels. As we contemplate the
next four years in trade, we face a very clear choice.

We can recognize that the American economy is the model for the world, and continue to open
forcign markets and seize the initiative when it comes to international competition. We can
recognize the extraordinary opportunities presented by the growing global economy, in which
developing nations, which want and need the full range of our manufactured goods, services and
agricultural products, are poised to fuel continued global growth. We would face up to
problems as we identify them together: working to put in place education, training and
‘adjustment policies needed to help those who are not benefitting from the new economy;
advancing core labor standards and protecting the environment; being vigilant to the
consequences and potential threat of forced technology transfers. But we would be starting from
the proposition that we have been basically on the right track, and we should stay fully engaged,
using all our tools, taking advantage of opportunities that present themselves as we did when we
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saw the chance to reach an [TA.

Or we can convince ourselves, against the evidence, that we are on the wrong track. We can
choose our course guided by a picture of economic decline and disinvesunent that bears no
resemblance to what is happening in our country. We can ignore our trading interests and
opportunitics around the world, and lct oursclves instcad bog down in an endless debate over
NAFTA, but primarily our relations with Mexico. We can, in short, lose-our momentum,
abdicate our position of strength, either permit markets to stay closed, or let others seize the
initiative from us and gain preferential treatment. The choice is that clear.

With all we have accomplished in the past four years, the world has continued to change in ways
that are critically important to understand. We must recognize the dangers of inaction. In every
region of the world, but particularly Asia and Latin America, the two fastest growing regions of
the world, governments are pursuing strategic trade policies and, in some cases, preferential trade
arrangements, forming relations around us, rather than with us, and creating new exclusive trade
alliances to the potential detriment of U.S. prosperity and leadership. Example abound:

. MERCOSUR (Argentina, Brazil, Paraguay, Uruguay) is a developing customs union with
ambitions to expand its association agreements to all of South America. MERCOSUR is
the largest economy in Latin America and has a GDP of roughly $1 trillion and a
population of 200 million. It has struck agreements with Chile and Bolivia, is discussing
agreernents with a number of Andean countries (Colombia, Venezuela, etc.) as well as
countries within the Caribbean Basin. The MERCOSUR ambition is in part dnven by
the decades old vision of a Latin American free trade area, but also has a clear strategic
objective regarding commercial expansion and a stronger position in world affairs.

. The EU has begun a process aimed at reaching a free trade agreement with MERCOSUR,
the largest market in Latin America, comprised of Argentina, Brazil, Paraguay, and
Uruguay, with a GDP of over $1 trillion. They have also concluded a framework
agreement with Chile that is set up to lead to a free trade agreement. The President of
France, just in the region, said we “will have to set the foundations for a new and
ambitious parmership,” with Latin America, adding that Latin America’s “essential
economic interests... lie not with the United States but with Europe.” President Chixac
was traveling with four Cabinet officials and 20 lcading French busincssman.

. China has tarpsted Mexico, Argentina, Brazil, Chile and Venezuela as “strategic
priorities” in Latin America. China wants to enhance commercial ties and ensure that key
Latin countries are receptive to its broader global agenda as a rising power, both in the
WTO and other fora The Chinese leadership has undertaken an unprecedented number
of trips to Latin America in that last two years, and Latin America is its second fastest
growing export market.

. Japan bas undertaken bigh level efforts throughout Asia and Latin America t enhance
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commercial ties through investment and financial initjiatives. The Prime Minister of
Japan recently visited Latin Amcrica sceking closer cominercial ties and a greater
Japanese conunercial presence in all respects.

ASEAN is forming a free Southeast Asian trade area that will include 400 million people
and some of the fastest growing economies in the world. It is a region where China,
Japan, Korea and the EU are focusing competitive energies. In a bold initiative indicative
of the new dynamic in the global economy, Argentina’s President Menem recently
suggested a MERCOSUR. -ASEAN free trade area - an agreement that would encompass
over 600 million people.

Countries within this hemisphere are equally aggressive. Mexico wants to be the
commercial hub between North and South America, but also serve as a venue in which to
enter North, Central and South America from Asia and Europe. It is jointly pursuing a
free trade area with Europe and is reaching out to Asia. President Zedillo and his Cabinet
have undertaken numercus missions to Asia and have been well received. It has rcached
trade agreements with Colombia, Venezucla, and Costa Rica and is negotiating with
Honduras, El Salvador and Nicaragua. It has initiated talks with MERCOSUR.

Chile has a similar strategy. It has concluded agreements with MERCOSUR, Mexico,
Colombia, Venezuela and Ecuador. It intends to start similar negotiations with Central
America and has an eye toward agreements with Asia. Japan is its largest export market,
but Chile sees itself as a bridge from MERCOSUR to Asia and back, and is positioning
itself with its MERCOSUR neighbors for that purpose. It has also struck an agreement
with Canada that includes a range of market opening elements. '

In the Asia-Pacific region, competition comes from many sources, all of which have
contributed to a declining share of U.S. exports to the region. Competition within Asia is
the most intense. Japan has becn ahead of the U.S. in East Asia in terms of corporate
presence, and especially in the past decade, in terms of the amount of overseas
devclopment assistance (ODA) it is willing to spend to advance its commercial interests.
In more recent years, Korean chacbols have likewise pursucd an aggressive strategy to
both invest and attain market share in dynamic East Asian economies, ranging from
textiles to stee] to autos.

The countries of Southeast Asia, some of the most dynamic economies in the world, are
integrating through its ASEAN Free Trade Area. The integration gives other ASEAN
countries access in some key areas where U.S. exporters would otherwise have an
advantage, such as in agricultural products, particularly processed food products.

Ninety five percent of the world's consumers live outside our boundaries, and 85 percent of them
reside in developing countries. These are the large growth regions. Last year, the developing
world imported over $1 trillion in manufactured goods from the industrialized countries, and this
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is the tip of the iceberg. The infrastructure needs alone of the developing world are estimated to
be enormous. For example, in just 8 of the large developing countries, traditional infrastructure
needs (telecommunications, power, transportation and petroleum infrastructure) are estimated to
be over $1.6 trillion. '

Our ability to create jobs and sustain our living standard in the next century will depead, 1n no
small part, on how sucdessful we are, relative to our competitors, in embfacing the trade
opportunities offered by these emerging markets. We should not be indifferent to currents that
can be identified simply by reading the newspapers. In my view, we have all the talents needed
to compete successfully, but our competitors are determined, sophisticated, strategic and
focussed. Many U.S. firms are already seeing evidence that their competitors are engaged in an
intensive effort to rework the rules of these dynamic marketplaces to their advantage. '

A recent example illustrates the dangers. In November 1996 Canada reached a comprehensive
trade agreement with Chile that will eliminate Chile’s 11% across-the-board tariff starting this
year. Northern Telecom recently won a nearly $200 million telecommunications equipment
contract over U.S. companies in part because to buy from a U.S. producer meant an additional
$20 million in costs (duties) relative to purchasing from Canada.

We have done much to level the playing field in the past four years, but in this case, we are
sitting on the sidelines, spotting Canadian competitors an 11% price advantage every time we
compete in the Chilean market. We will suffer that handicap again and again, in country after
country, if we do not stay in the game of opening markets for our companies and workers.
Looking at this sobering pattern, we need to reaffirm the commitment of the President in 1993, to
“compete, not retreat.”

Our Global Trading Agenda

Our trade policy must be driven by two factors: our emphasis on building prosperity at home
throuph the expansion of our export and trade opporturities built on a strong foundation of
reciprocity as we proceed; and ensuring we are strategically well positioned in the world to
advance our economic, trade and broader interests, including regional stability, through a
growing number of enduring trade arrangements, particularly where those arrangements put us at
the center of activity. The principle upderlying our trade policy must be to support U.3.
prosperity, U.S. jobs and the health of U.S. companies. The outgrowth of that policy is
continued U.S. leadership as the world’s indispensable nation transmitting the values of
democracy, market economics, human rights and the rule of law.

Given the evidence of concerted efforts by our competitors to improve their position around the
world, and the potential erosion of U.S. leadership, we need to respond with our most effective
and strategically powerful trade policy. We need to position ourselves as the most important
player in the global constellation of trade activity now and into the future. We need to be
positioned to play a catalytic role in all key regions of the world. We must utilize the full range



04/10/97 15:43 202 395 46586 "USTR CONG AFFRS 609

8

of our tools of leverage on the trade front while at the same time continue to enforce our trade
laws and agreements vigorously.

There are some who belicve that simply opening markets on & global secale is the be-all-and-end-
all, no matter how it is done or no matter who benefits. I subscribe 1o a different view. Ttis
imperative that we open markets in 2 manner consistent with the rules of the WTO, but we must
malee sure Americane benefit directly from this process, and to do that Amnericans must drive the
rules of the new global landscape and the opening of markets. There 1s simply no other way to
protect our jobs, our vital trading interests or our global leadership on trade.

In thie next four years, the Administration believes we should keep on opening foreign markets,
and breaking down foreign trade barriers. We believe in this for our own export performance, for
our own jobs and for own prosperity at home. The ITA and the telecommunications agreement
provide vivid evidence of how our country can benefit from umportant sectoral agreements. We
will continue to use the multilateral system, and have provided recent evidence of just how much
can be accomplished multilaterally. At the same time, we cannot fully confront the competitive
challenges we face or open the major emerging markets around the world without an aggressive,
reciprocity-based push oo the regional and bilatcral foats.

1late ort

Within four years, major WTO negotiations will oceur in several areas where the United States is
a top global competitor: agriculture, services, and the rules for intellectual property rights. This
year we will be resuming WTO negotiations on financial services, a sector where U.S. companies
excel. At the same time, the Administration will work with industry and workers to search out
ever more opportunities in key sectors. We will continue to look for sectoral opportunities to
benefit U.S. exporters to build on the successes we have had in recent months.

Building on the positive outcome of the negotaitions on the ITA and telecommunications, we are
turning our attention to the WTO financiel services negotations which resume in April. We arc
committed to achieving a meaningful and comprehensive agreement by the end of the year. ,
Earlier efforts to reach agreement were not successful due to inadequate offers by key countries.
To successfully conclude these negotaitions this year, our trading partners must signficantly
improve their commitments based on the GATS principles of market access, pational treatment
and MFN. However, with the precedent that has now been established in the
telecommunications agreement, we hope to see improved offers in the financial services talks.

Negotiations to further open the $526 billion global agriculture market are to be initiated in 1999.
‘While the Urugnay Round reduced some of the most difficult barriers to agricultural trade,
helping us to attain a record level of agricultural exports in 1996, our work is far from done.
Removing agriculturat barriers wherever they exist is one of our highest priorities of the next
four years, so follow-on negotiations in the WTO are extremely important We will work hard
with our allies on this issue to move ahead.
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Services negotiations to expand this $1.2 trillion global market ~- where U.S. firms exported
more than $220 billion in 1996 (est.) with a surplus of $74 billion - are to start in January 2000.
The trade related intellectual property rights (TRIPs) agreement which protects, for cxample, the
interests of fast-growing U.S. copyright industrics cxporting over $400 billion a year, is to be
reviewed, with key clements examined beginning before then. We must do everything possible
to expand opportunities for such vibrant industries.

The “built-in agenda” from the Uruguay Round provides other opportunities to open foreign
markets. In a world trading environment increasingly less characterized by traditional tariff
barriers, the built-in agenda is in many respects aimed at clearing away the impediments left by
non-tariff barriers - be they deliberate or the unintended consequence of bureaucracy and -
inefficiency. '

. For example, the rules governing technical barriers to trade (covering product standards,
technical regulations and associated procedures such as testing and certification) are
scheduled to be reviewed by December of this year, just as sanitary and phytosanitary
rules affecting trade in agricultural goods will be reviewed by January of next ycar.
These reviews will play an important role in our broader cfforts to cnsure that the
development and application of product standards and environmental, health and safety
regulations are technically justified and do not serve as disguised protectionist measures.

. Similarly, bringing about the full implementation of the customs valuation agreement by
2000, particularly by WTQ members in key emerging markets, will help to ensure that
our exports to those markets are not impeded by improper or incorrect customs valuation
methads which might artificially distort the price of our products and erode the benefits
of Uruguay Round mariket access gains. '

. Likewise, the upcoming reviews of pre-shipment inspection and import licensing
procedures can make a big difference in opening up access to the growing markets of
low- and middle-income countries, where governmental reliance on pre-shipment
inspection and import licensing 1o compensate for underdeveloped domestic customs
administrations can sometimes result in unjustified trade barricrs through commercial
upcertainty and corruption.

- Negotiations for harmonizing the rules for determining the origin of internationally traded
products are also due to be completed by July 1998. A harmomnization agreement will
significantly enhance commercial predictability and will reduce the ability of
governments to manipulate origin rules as a means of “reclassifying” products under a

. higher tariff - For those U.S. industries which source their parts and components from
around the world for production in various countries, these rules are ¢ritical to their
ability to predict costs and conduct business.

. The launch this year of new negotiations to improve and expand the coverage of WTO
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rules on government procurement can facilitate U.S. efforts to improve our access to the
licrative infrastructure projects now planned or under way in the rapidly growing rcgions
of the world. We estimate that Asia alone will provide opportunitics for up to $1 trillion
in business for such projects over the next decade.

. The U.S. will push for broader and clearer reporting of state trading activities which will
fead to a better understanding of the relationships between state trading enterprises
(STEs) and governments and of the types of activities in which STEs engage. Due to our
concerns about the state trading activities of other countries, especially in agricultural
products, there is heightened scrutiny of STEs in the WTO.

We also have a full agenda of accession negotiations regarding the WTO. As always, we are
setting high standards for accession in terms of adherence to the rules and market access.
Accessions offer an opportunity to help ground new economies in the rules-based trading system.
As I indicated earlier, the Administration believes that it 1s in our interest that China become a
member of the WTO; however, we have been steadfast in leading the effort 1o assure that China’s
accession to the WTO would occur only on commercial, rather than political, grounds. The pace

of China’s accession negotations depends very much on Beijing’s willingness to improve its
offers.

While Chine’s accession. has attracted far more attention, the United States takes every
opportunity to pursue American interests with the 28 applicants that are now seeking WTO
membership, and to give leadership to the process. Russia’s WTO accession could play a crucial
part in confirming and assuring Russia’s transition to a market economy, governed by the rules
of law and international trade. Discussions so far on Russia’s accession, while still at an early
stage, have been quite positive and we look for more progress. We are excited about the
prospects of the accession of many of the former Soviet Republics, and the Baltic States. Others,
like Saudi Arabia and Vietnam, are also becoming more active.

Within the Organization for Economic Cooperation and Development, we are in active
negotiations over the Multilateral Agreement on Investment to ensure equitable and fair
treatment for U.S. investors. In both this forum and the WTO, we are also actively engaged in
negotiations on bribery and corruption, competition policy and ransparency in government
procurcment.

Regional Efforts

[ atin America and the Caribbean were the fastest growing market for U.S. exports in 1996. If
trends continue, it will exceed the EU as a destivation for U.S. exports by the year 2000, and
exceed Japan and the EU combined by the year 2010. It is also the second fastest growing
region in the world, having transformed itself over the last decade in 2 manner unnoticed by
some, but with profound positive implications for the United States. The Administration
recognizes the enormous opportunity to build on this historic transformation.
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With regards the regional agenda, the United States is commined not only to concluding the
FTAA by 2005, but also 10 CONCrete progress by 2000. A May 1997 hemispheric trade
Ministerial meeting is 1o determine how and when these critical pegotiations will be launched,
and a second Summit of the Americas will take place in Chile in early 1998. Weareatakey
juncture in this process. The President will be visiting the region in April and May of this year.
We are now turning to the negotiating phase of the FTAA and believe that the second Summit of
the Americas set for March 1998 in Santiago is the venue to launch the hemispheric negotiations.

Chile is our first step in the FTAA process. The region views what we do with Chile as a litmus
test for our plans for the region. Chile is symbolic of the opportunities in the region and the
region’s rising strategic significance to our longer term economic interests. U.S. exports to
Chile area up 148 percent since 1990. Chile is a leading reformer in Latin America and its kind
of reform is in the economic interests of the U.S. to ensure a growing export market well into the
next century. '

At the same time, and with building the FTAA very much in mind, the Administration remains
commirtted to Caribbean Basin Trade Enhancement and will be working with the Congress on
legislation to accomplish this objective. We belicve it is important to provide the countries of
this vital rcgion with the right kinds of incentives to be full participants in the FTAA effort while
at the same time provide the most effective tools possible to assist them in this effort.

The Asia Pacific region is enormous in its scope and has major implications for the future of the
United States in many ways. It contains the fastest growing economies in the world, largely
emerging economies with a total population nearing 3 billion people. Within the Asia Pacific

Economic Cooperation (APEC) forum, we estimate that reaching the goal of open markets would
increase U.S. goods exports alone by 27 percent annually, or almost $50 billion a year. More
specifically, APEC is embarked on a program of early liberalization in key sectors. Sectoral
initiatives, such as the ITA, will be critical to further anchor the United States in Asia through
growing U.S. exports in key technologies. In addition, as a S&p towards the ultimate APEC goal,
market-opening agreements with key economies (or key sectors) of the Asian Pacific rim would
provide U.S. exporters with a strategic advantage over U.S. competitors in the region. It would
also provide the United States with a strong sconomic anchor in Asia, a key step in this region
bursting with vitality and opportunity. '

With Europe, our focus will be on non-tariff barriers which continue to impede transatlantic
commerce, most particularly regulatory barriers and a variety of agncultural impediments.
Approximately half of our $126 billion of merchandise exports to the EU require some form of
EU certification in addition to U.S. requirements. Redundant testing and certification procedures
increase the base cost of exports. Our business community strongly suppoits our current
negotiations to complete Mutual Recognition Agreements (MRAs) to eliminate redundant testing
between the United States and the EU. The areas under discussion include telecommunications,
electronics, medical devices, pharmaceuticals and recreational craft. At the same time, we will
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" be steadfast in our bilateral discussions and in the WTO to convince the EU to honor its
commitments to U.S. agriculture. We recognize this is a major priority of the agricultural sector
and it is a major priority of this Administration.

Affica is a region rich in resources and potential, which we should engage with, determination to
cnsure its effective and sustainable development and democratic governance. We recently
completed preparation of a report to Congress on the Administration’s trade and development
policies for Sub-Saharan Africa. There is an urgent need to integrate Sub-Saharan Africa into the
international trading system. We also believe the achievement of this goal lies in Afncan
countries reforming their own economies and in our encouraging this process.

‘Bilateral agreements

We recognize that certain problems can only be addressed effectively, and with a degree of
specificity necessary, on a bilateral basis. Thus, we will continue to be engaged in bilateral
market opening efforts with virtually every county in which we have a trading relationship: from
Japan on telecommunications, photographic film, paper and other issues, to Canada on copyright
protection, to Argentina on patents, to Korea on autos -- the list is lengthy and significant. There
should be no misunderstanding. Now, as in the past, market access in many cases will only
occur through intense bilateral efforts. This includes the intense scrutiny necessary under our
enforcement capacity.

The Importance of Fast Track Authority

We can pursue portions of our agenda with our existing tools. But, to seize the opportunities in
the global economy and to fully meet the competition, the President needs a new grant of trade
agreement implementing authority, or fast track. Fast track is a key component of our trade
arsenal. For that reason, the President has emphasized the importance of renewing trade
apreement implementation authority and has instructed e to work with members of both
Houses and both parties to forge a strong and workable grant of fast qack authority.

Clearly, this should not be a matter of party ox politics. Every President since President Ford bas
had fast track authority for key poriods. For over 60 years, reacting to the lessons of the Smoot-
Hawley tariff, America has led the effort to open foreign markets and inerease U.S. and global
prosperity. When the GATT was first formed in 1947, global tariffs averaged 40 percent among
industrial nations. Today - after decades of bipartisan American leadership - global tariffs are
closer to 5 percent and still declining with the Uruguay Round phase-in, and we have set the
rules for bringing down many nontariff barriers. That persistent market opening has led to a
period of increased global commerce unprecedented in world history. It has created enormous
opportunities for our companies and workers, provided a seedbed for democracy abroad and
helped further greater stability in a still uncertain world. We should not turn our back on that
pattern of leadership, which continues as recently as the completion of the ITA and the
telecommunications pact. '
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There is no substitute for our ability to implement comprehensive trade agreements. The
absence of agreed procedural authority to do so is the single most important factor limiting our
capacity at this time to open markets and expand American exports and trade opportuities in the
new global economy. Such authority is a prerequisite to U.S. negotiating credibility and success
on major trade fronts.

Fast'Track and NAFTA in Context

Mr. Chairman, let me spend a moment discussing NAFTA because I think it is very important to
put it in the right context as we move forward.

There is no question that many important issues characterize our relationship with Mexico: irade,
drugs, immigration, worker welfare and the environment, to name a few. Those issues existed
before we negotiated NAFTA and they will exist in the fitture. Mexico is a developing country
with which we share a huge border. It is inescapable that issues of this type will be part of our
bilateral agenda for some time. NAFTA is not - and cannot be - the full, long-term solution to
problems we may encounter, but by keeping Mexico on the path to prosperity through market
reforms, it can be a part of the solution.

Mr. Chairman, the fast track debate is and should be about our ability to conduct a global trade
policy - and to advance our global trade interests. Many of the issues in the Mexico debate relate
to our shared end umique border. They do not address the need to seize the trillions of dollars in
global infrastructure opportunities in Asia to be created in the next decade. They do not give us
the tools to continue cutting European agricultural subsidies. They do not help us respond to
ppreferential trading relationships, or exclusionary practices that limit the United States. We must
focus on the challenges of tomorrow. '

Our competitors would like nothing better than for us to sideline ourselves, debating NAFTA and
our relationship with Mexico for several more years while they move ahead. It would be a
serious, self-inflicted wound. America is poised to seize great opportunities. Qur competitors
cannot beat us; we can only lose by removing ourselves.

Trade, Labor aud Environment

Similarly, we ean no longer allow our disagreements over the relationship between trade, labor
standards and environmental protection to prevent us from granting the President fast track
authority. ‘We simply have to forge a consensus of this subject which eluded us in 1994 and
1995. I have been consulting broadly with members of Congress, business, labor and
environmental groups, and will continue to do so. I do not intend to put forward 2 specific
formulation today, but wanted to share several thoughts in this area.

It is important to recognize that a commitruent to protection of core labor standards and their
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relationship to trade, is not new, nor is it unique to the United States. The intemational
commitment to address this issue goes back as far as the Havana Charter, which was the effort to
establish the International Trade Organization after World War II. We were gratified that at the
WTO Ministerial in Singapore, the trading of the nations of the world acknowledged, for the first
time in a Ministerial declaration, the importance of core labor standards to trade, although we
fought for stronger steps. Advancing worker rights and labor standards is in our national interest
and it is consistant with our deepest national values. -

Making environmental and trade policy mutually supportive, although a somewhat newer public
policy phenomenon on a global scale, similarly enjoys strong support in our country, and
internationally. The 1992 Rio Sustainable Development Summit, the 1994 Summit of the
Americas, and ongoing work in the WTO all reflect an international commitment to the
importance of making these policy areas mutually supportive.

In my view, the challenge is how to maximize progress in three arcas which are of major
importance to us: expanded market access, advancing worker rights and core labor standards, and
promoting environmental protection and sustainable development. We are committed to a strong
sirategy of pursuing our goals, and maintaining flexibility rather than pretending that one
prescription would fit all countries or all cases. Based on my experience over these past four
years, I think there is no substitute for building a consensus at home behind a strategy to
advance our objectives on cora labor standards and environmental protection. I am also certain
that we will not convince other nations to improve their labor standards or environmental
protection by denying the President the ability to negotiate trade agreements with them. We will,
however, eripple our own export performance and lose jobs at home.

Conclusion

President Kennedy once described himself as “an idealist without illusions.” I think that
description captures well President Clinton’s approach 10 trade. He, and those who work for
him, genuinely believe that expanded trade can contribute to our prosperity, and to those around
the world, particuiarly in the developing world where poverty is still widegpread. But we have
no illusions about the challcnges ahead. Every trade barrier facing us is there for a reason:
cconomic, political, burcaucratic, cultural. Some only want to export and not import. The
competition around the world will continue to be intense. We have reasons to be confident, but
only if we forge a domestic consensus that allows us to move ahead. We need to get down to
business. The hard work of the past four years gives us only the opportunity to do the hard work
of the next four. :



