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STATEMENT BY SECRETARY OF COMMERCE WILLIAM M. DALEY
ON U.S. INTERNATIONAL TRADE IN GOODS AND SERVICES

Washington -- A strong U.S. economy is again reflected in our trade numbers for August. The
trade deficit widened slightly in August to $10.4 billion, from a revised $10.0 billion in July.
Our exports of goods and services have grown at a remarkable 10 percent rate so far this year
despite sluggish growth in many trading partners and a strong U.S. dollar. Growth in the U.S.
economy has spurred U.S. 9 percent import growth. '

Despite a $2.4 billion larger deficit in overall trade through August, both the manufacturing and
service sectors have stronger trade balances in 1997 than they did in 1996. U.S. exports of

manufactured goods are up 12.7 percent, demonstrating the strong competitiveness of American
businesses in world markets.

Our exports to Mexico have increased 25 percent s0 far this year. The trend is upward in the rest

of Latin America, as well, with gains this year of 19 percent.

Our trade balances with both our NAFTA partners have improved substantially this year. The
deficit is down 24 percent with Canada and 15 percent with Mexico. Since our exports. to
Mexico now exceed our exports to Japan, our NAFTA partners have become our two largest
export markets. '

China and Japan remain areas of serious concer. The trade deficit with China rose again in
August, as normally happens this time of year in advance of holiday retail sales. Our deficit with
Japan, while somewhat lower than in July, is 17 percent above a year ago for the first eight
months. U.S. exports to Japan are lower than in 1996. Although this is not surprising given the
recent downturn in that economy, we must continue to press for further deregulation, additional
market opening, and full implementation of our trade agreements with Japan.

In China, there is no question that the mounting trade deficit remains a major concern for this
Administration. During my recent visit, I raised these concerns at the highest levels of the
Chinese government. The barriers to trade and investment in that country are complex, and I
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stressed to my counterparts the importance of WTO accession and of taking practical steps -- as
we agreed to in the Joint Commission on Commerce and Trade -- to address these problems.

The point remains that our economy remains strong and our workers are more productive than
ever. The strength of our economy makes it attractive and gives us leverage in trade negotiations
with foreign countries. Likewise, our growth and prosperity would benefit from greater access to
foreign markets for our products and services. Today’s numbers continue to underline the need
for the President to have fast track authority, which is a matter of global leadership.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
Washington, D.C. 20503-0001
Tuesday, Qc¢tober 21, 1997
LEGISLATIVE REFERRAL MEMORANDUM
TO: LWlPﬁISUibUﬂOH below
FROM: Rohald K. Pe ‘rson {for) Assistant Director for Legislativa Reference
OMB CONTACT: Annette E. Roonay
PHONE: (202)395-7300 FAX: (202)395-5691
SUBJECT: US Trade Representative Qs and As on S1269 Reciprocal Trade : s
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DEADLINE: 1:00 P.M. Tuesday, October 21, 1997
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In accordance with OMB Circular A-19, OMB requests the views of your agency on the above
subject before advising on its relationship to the program of the President, Please advise us if this
item will affect direct spending or receipts for purposes of the "Pay-As-You-Go" provisians of Title
Xill of the Omnibus Budget Reconclllation Act of 1990,

your agency/office has no comment.

% COMMENTS: This deadline is firm. If you do not respond by the deadline, we will presume that
DISTRIBUTION LIST

AGENCIES:

25.-COMMERCE - Michael A. Lavitt - (202) 482-3151

6-AGRICULTURECONG AFFAIRS - Vince Ancell (all testimony) - (202) 720-7095
33-Environmental Protection Agency - Chris Hoff - (202) 280-5414

61-JUSTICE - Andrew Fois - {202) 514-2141

62-LABOR - Robert A. Shapiro - (202) 219-8201

76-National Economic Council - Sonyia Matthews - {202) 456-6630

83-National Security Council - Glyn T. Davles - (202) 456-9221

114-STATE - Paul Rademacher - (202) 647-4483

118-TREASURY - Richard S. Carro - {(202) 822-0850

EOP:

Nancy E. Schwartz
Carole Kitti

Robert J. Tuccillo
Louisa Koch
Victoria Radd
Jason Barman
Susan A, Brophy
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LRM ID: AER221 SUBJECT: US Trade Representative Qs and As on S1269 Reciprocal Trade
Agreements Acrt of 1997

RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANDUM

If your response to this raquest for views is short (e.g., concur/ne comment). we prefer that you respond by
a-mail or by faxing us this response sheet. If the response is short and you prefer to call, please call the
branch-wide line shown balow (NOT the analyst's line) to leave a message with a legislative assistant.

You may also respond by:

(1) calling the analyst/attorney’s direct line (you will ba connected 1o volce mail if the analyst does not
answaer): or

{2) sending us a memo or letter
Please include the LRM numbar shown above, and the subject shown below.

TO: Annette E. Roaney Phone: 395-7300 Fax: 395-5691
Office of Management and Budget
Branch-Wide Line (to reach legislative assistant): 395.6194

FROM: (Daa)

(Name)

{Agency)

(Telaphone)

The following is the reponse of our agency to your request for views an tha above-captionad subject:
___ Concur
__ No Objaction
_____ No Comment
See proposed adits on pages

Other:

FAX RETURN of _ pages, attached to this reponse shest
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USTR Responses to Questions from Senator McCain
Senate Commerce Committee
Hearing on Fast Track
held 9/30/97

Question #1

My colleague, Senator Hollings. frequently argues that most trade agreements have
been enacted without fast track. How do you justify, then. that fast track is
necessary for future agreements?

Answer:

Fast track is needed only for trade agreements that call for changes in U.S. law,
The vast majority of day-to-day trade agreements can be implemented under
previously delegated authority from the Congress, or under the President’s
constitutional powers, without the need for further action by the Congress.

Fast track is vital for some of the most important agreements that the President
negotiates -- those where the President must agree to make changes in U.S. tariffs
or ather domestic legislation in return for concessions from our trading partners.
This is the type of agreement that fast track was designed to address.

Congress has repeatedly enacted fast track procedures in order to ensure that the
United States can negotiate major trade agreements from a position of strength and
unity. It tells our trading partners that the Congress and the President speak with
one voice at the negotiating table. Fast track also addresses the concern of our
trading partners that Congress will pick and choose those provisions of the
agreement it wants to accept, delay implementation, or condition U.S. participation
in the agreement in a manner incompatible with agreement the President strikes
with them. -

This concern is not hypothetical. In 1967, Congress used the legislative process to
reject key components of two trade agreements concluded by President Johnson in
the Kennedy Round -- including an antidumping agreement that the United States
itself had proposed.

Both Congress and the President understood that this situation should not be
repeated. Congress enacted fast track in 1974, and has renewed it repeatedly
thereafter, to ensure that there would be a partnership between the Congress and
the President in trade matters -- both in negotiating trade agreements and once they
are concluded. Fast track makes certain -- through extensive consuitations and
give-and-take throughout the negotiations -- that the President works together with
the Congress in fashioning trade agreements that serve the interests of the United
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States.
Question # 2:

What is the impact of not passing fast track this year?
Answer:

There are serious and immediate consequences if we do not renew fast track. Our
competitors around the world are seizing trade opportunities as they arise,
cementing commercial relationships and forming new trade alliances that leave our
workers and firms at a disadvantage. In Latin America and Asia, for example, the
two fastest growing regions of the world with millions of new consumers,
governments are pursuing strategic trade policies and concluding preferential trade
arrangements with each other and countries outside their regions. Our competitors
are not waiting for us to pass a bill. In Latin America and Asia, over 20 such
agreements have been negotiated since 1992. The United -States is party to only
one.

Argentina, Brazil, Paraguay, and Uruguay, for example, have formed a common
market, MERCOSUR, which has a gross domestic product of approximately $1
trillion and a population of over 200 million and ambitions to expand to all of South
America. The combined economy of the MERCOSUR countries is the largest in
Latin America. MERCOSUR has recently put in place prefsrential trade agreements
in place with Chile and Bolivia, and is aiming to conclude agreements with Colombia
and Venezuela, as well as countries in the Caribbean Basin. There are recent
reports that Canada is also in discussions with MERCOSUR.

Chile, with one of South America’s leading economies, has signed trade
agreements with Bolivia, Colombia, Ecuador, Mexico, Venezuela, Canada and
MERCOSUR. Indeed, Chile has preferential trading relationships with every major
trading country in our hemisphere but one -- the United States. Mexico has
concluded market opening agreements with Colombia, Venezuela, Ecuador, Costa
Rica, Guatemala and Chile and is negotiating an agreement with MERCOSUR and
others in Central America.

Our failure to enact fast track disadvantages us in comparison with our
industrialized competitors as well. Canada’s new trade agreement with Chile,
gives Canadian exporters substantial advantages aver our companies. The
European Union, already the world’s largest trading bloc, has secured for its
exporters significant advantages in the transition economies of Central and Eastern
Europe. The EU is also determined to expand its trade relationships in Latin
America and has agreed to pursue preferential tariff agreements with MERCOSUR,
Chile and Mexico. Japan has undertaken high level efforts throughout Asia and
Latin America to enhance commercial ties through investment and financial
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initiatives. China has designated five countries in Latin America - Brazil, Argentina,
Chile, Mexico and Venezuela - as strategic priorities in which it is seeking to
increase its commercial and political ties. Latin America was last year China’s
second fastest growing export market.

Access to the world’s fastest-growing markets -- particularly those in Asia and
Latin America, which are projected to grow at rates as much as three times the
U.S. growth rate -- is especially important to America’s economic future . More
than 95 percent of the world's consumers reside outside the United States. Of the
mare than 30 million people who join the world’s middle class annually, an
estimated three-quarters are in emerging markets and other low and middle-
income countries. These are the markets of the future. Our competitors
understand that and are moving rapidly to position themselves to ensure
preferential access to these fast growing markets.

The consequences of agreements being reached without us are not just theoretical;
they are quite real. Many U.S. firms already are encountering significant
competitive disadvantages created by preferential agreements that exclude the
United States. That means our companies and workers are losing export
opportunities. Examples are already evident:

. the American Chamber of Commerce in Chile estimates the United States
will lose this year $500 million in exports sales in Chile alone due in large
measure to Chile’'s recent preferential trade agreements with others;

o U.S. apple praducers are at in risk in the key Latin American markets
because their Chilean competitors face no duties, or very low duties, for their
apple exports to those markets due to preferential tariff deals that Chile has
negotiated with these countries. By contrast, U.S. producers often confront
significant tariff walls when they sell into Latin American markets.

. U.S. corn producers are facing competition in Chile from Argentinean
producers who enjoy a 3.3% tariff preference -- which will grow to 11%
over time. U.S. corn producers could lose half their market share in
Venezuela to Argentina because of Venezuela's relationship with
MERCOSUR.

The United States can only redress these growing trade inequalities by concluding
similar bilateral and regional agreements, as well as through negotiating new
multilateral agreements that level the global trade playing field. The President
needs fast track for this task.

As the President has said, fast track “is about whether other countries will

continue to look to the United States to lead to a future of peace and freedom and
prosperity.” American leadership has helped bring about an unprecedented
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movement towards democracy, stability, and economic security in our hemisphere |
and around the world. Our sustained efforts to bring about fair and open trade
worldwide have been a major reason for our success.

The President is committed to pursuing not only more open markets, but more open
societies that encourage respect for core labor standards and for the environment.
Failing to renew fast track will not promote any of these objectives. Fast track is

vital if we want to continue our success and sustain American leadership over the
years to comae.

Question #3

Can you tell us the status of the Free Trade of the Americas Agreement? ls this
agreement at threat if Fast Track is not enacted?

Answer:

At the third Free Trade Area of the Americas (FTAA) Ministerial held in Belo
Horizonte, Brazil, in May 1997, the 34 Trade ministers responsible for trade agreed
that sufficient progress had besen made since the Miami Summit of the Americas
that they would recommend that the Western Hemisphere presidents and prime
ministers initiate the FTAA negotiations at the Santiago Summit of the Americas
next April. The ministers established a Preparatory Committee (PrepCom),
constituted by the vice ministers, to make recommendations on how the
negotiations will proceed, i.e. on the objectives, approaches, structure and venue of
the negotiations, in preparation for decisions on these issues at the next ministerial
meeting in San Jose, Costa Rica, in March 1998.

The PrepCom has held one meeting, in July 1997, at which the vice ministers
discussed possible outlines for the San Jose Declaration, which would establish a
negotiating plan for the FTAA. The 12 working groups are in the process of
preparing reports on possible issues and negotiating approaches in their respective
disciplines, which are to be provided as input to the Vice Ministers before the
second PrepCom meeting at the end of October.

Without fast track, we will have less credibility with and influence on the other 33
governments in seeking to achieve our FTAA goals for the San Jose Ministerial and
Santiago Summit. We are seeking to reach consensus on a commitment at the
Santiago Surnmit to simultaneously initiate the FTAA negotiations on all issues
identified by Hemispheric leaders in Miami, and any other issues agreed upon by the
ministers. Both publicly, and during the 34-country FTAA meetings, MERCOSUR
has questioned whether we will be able to initiate FTAA negotiations next year
without fast track. Other countries have questioned how the U.S. can push to

y
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have the FTAA negotiations initiated and to achieve a comprehensive
state-of-the-art trade agreemeant without fast track. At a bare minimum, the
absence of fast track has tended to diminish U.S. standing in meetings and delayed
important work aimed at laying the foundation for a strong start to the
negotiations. Fast track gives the United States the credibility to negotiate tough
trade deals because our partners know any agreement will not be reopened
provision-by-provision by the Congress. We also are seeking to reach consensus on
agreement to implement a very significant package of interim agreements by the
year 2000, to meet the mandate established in Miami to achieve concrete progress
by the end of the century. Our definition of “concrete progress” also would include
full implementation of all FTAA countries’ WTO and Uruguay Round commitments,
and implementation of concrete business facilitation measures. Having fast track
would be a strong signal to the hemisphere of our seriousness in meeting our
deadline of concluding the FTAA negotiations by 2005, at the latest.

Question #4

Has any foreign leader stated directly that they will not negotiate trade agreements
without fast track?

Answer:

President Frei of Chile said in October 1995 “we are not going to negotiate as long
as we do not have fast track”. Chile is the one country to which the United States
has committed to negotiate a comprehensive free trade agreement. President
Frei’s public remarks on fast track came after the negotiations to conclude such an
agreement with Chile were halted in October 1995 because Chile was not willing to
make the commitments necessary to conclude an agreement in the absence of U.S,
fast track authority. As indicated in the response to Question 3 above, other
leaders in the region have questioned how we can initiate formal FTAA negotiations
without fast track.

Question #5

What is the current status of talks with Chile concerning NAFTA? Do you find that
the Chileans are becaming toughaer negotiating partners because they already have,

or are in the process of negotiating, trade agreements with MERCOSUR, Canada,
and Mexico?

Answer:
Please see response to Question 4. The Administration has not engaged in

negotiations with Chile in regards a comprehensive free trade agreement since
October 1995 when negotiations broke down. However, a lot has happened since

S
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then,

For example, Chile’s 1998 agreement with MERCOSUR has led to a greater degree
of coordination between Chile and MERCOSUR in regard to trade negotiation with

other governments. Similarly, the Canada - Chile free-trade agreement was crafted

as both an interim step towards possible NAFTA accession and as a bilateral
arrangemsnt with characteristics unique to the Canada-Chile relationship. The
Chile-Mexico negotiations are ongoing. The objective of those negotiations, as we

understand it, is the expansion of the scopse of their 1992 bilateral tariff elimination
agreement to include further disciplines modeled on those contained in the NAFTA.

Similarly, the EU and Chile have agread to pursue a reciprocal trade agreement in

the context of increased cooperation an a variety of fronts. The agreed target date

for an accord is 1999.

Given what has occurred since 1995, it is likely that Chile’s position on some
issues may be revised when it returns to the bargaining table with the U.S.
However, we will only know the Chilean position on relevant issues once we
resume the negotiations.

Question #6
Question #7

The Administration has argued that their fast track proposal would vastly expand
the role of Congress in the negotiating of new trade agreements. What will this
include? Specifically, how will a committee such as this one be involved in future
trade agreements?

Answer:

The two fast-track bills currently pending in Congress contain what would be the
most comprehensive notice and consultation requirements ever included in
fast-track. They create a strong partnership between the Congress and the
President in choosing negotiating partners, setting priorities, and receiving and
implementing complseted agreements.

Both bills specify that, at least 90 days before initiating negotiations on an
agreement subject to fast-track procedures, the President must provide Congress
with written notice of his intention to enter into such negotiations. The notice

must state the date on which negotiations are to begin, the specific U.S. objectives
for the negotiations, and whether the President intends to seek a new agreement or

changes to an existing agreement.

Importantly, the bills add the requirement that, before initiating negotiation, the

2
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President would be obligated to consult with any congressional committees that the
President believes appropriate or (in the Senate bill) that request such consultation
in writing. The Administration supports this additional Senate language. As a
practical matter, this would mean that wherever the subject matter of an
agreement falls within the purview of the Commerce Committee, the President will
consuit with the Committee prior to and throughout the course of negotiations. In
these consultations, the President would not only share with the Committee his
strategy and objectives for negotiations, but he also would keep the Committee
informed of developments as negotiations progress.

Under the Senate bill, the President would have to inform Congress during the
course of negotiations of any contemplated side-agreements he intends to enter
into with the country or countries in question, and he must notify Congress 90
days in advance of entering into an agreement whether implementing legislation
not subject to fast-track procedures may be necessary. Both bills also call for
closer consultations between the President and congressional advisers to
negotiating delegations.

Before entering into a trade agreement, the President must again consult with
congressional committees having jurisdiction over matters that would be affected
by it. And, at least 90 days in advance of entering into an agreement, the
President must notify the House and the Senate of his intention to do so. Both bills
also adopt the pravious requirements that the President obtain advice from the
International Trade Commission, the general public and congressionally-mandated
advisory committees.

In addition, both bills provide that no agreement subject to fast-track procedures
may enter into force unless, within 60 calendar days after signing an agreement,
the President submits to Congress a description of changes to existing laws needed
to bring the United States into compliance with the agreement. And, both bills
enhance the role played by the advisory committees by requiring that the
appropriate committees provide Congress and the President with their views on a
proposed agreement at least 80 days before the President enters into it.

Thus, the House and Senate bills make plain that, from the time the President
determines that he will enter into negotiations to the culmination of the agreement,
Congress -- specifically including the Commerce Committee for negotiations and
agreements subject to the Committee’s jurisdiction -- will be a full partner in trade
negotiations.

Question #8

The Administration’s draft would effectively walve the requirement for
congressional consultations in ongoing Information Technology Agreement. What
level of consultations can this committee expect as part of the second phase of the

-
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Information Technology Agreement?

Answer:;

Section 6(a) of the Senate bill and section 106(a) of the House bill provide that the
requirement for the President to give pre-negotiation natice to, and engage in
pre-negotiation consultations with, the Congress, does not apply with respect to
certain negotiations that are currently underway, or that will have cornmenced prior
to time fast-track procedures are renewed. Tha provision is necessary because it
will be impossible for the President to meet advance notice and consultation
requirements for negotiations that began before a final bill is enacted.

The purpose of the grandfather clause is only to exempt agreements designated in
sactions 6(a) and 106(a) of the respective bills from those notice or consultation
requirements that are triggered prior to the initiation of negotiations. All other
notice and consultation provisions would apply. Thus, such agreements will remain
fully subject to the requirements that the President consult with relevant
congressional committees during negotiations and prior to entering into an
agreement; work closely with official congressional advisers in formulating strategy
and developing bargaining terms; receive advice from the general public, private
sector advisory committees, including the labor and environmental advisory
committees, and the International Trade Commission; provide Congress with at
least 30 days notice before entering into an agreement; explain to Congress how
the agreement is to be implemented; and supply Congress with extensive
supporting materials about the agreement.

The bills make clear that the only negotiations that will qualify for the limited
exemption are those: 1) regarding information technology products under the
auspices of the World Trade Organization; 2) initiated under the World Trade
Organization; and 3) Chile. The WTO negotiations currently underway are those
regarding the rules of origin and financial services.

Question #9

Senator Gramm asked during the Finance Committee hearings whether the
President could, and intended to, override State government right to work laws.
Ambassador Barshefsky indicated that she would look into that issue. Do you have
an answer today?

Answaer:

The Administration does not intend to use fast track implementing legislation to
make changes in State right to work laws.

o>
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Question #10

In the “Principal Trade Objectives” section of your proposed legislation, you list
promoting _
“respect for internationally recognized worker rights” through the WTO, and
[the] establishment [within] of tha International Labor Organization as “a
mechanism for the systemic examination of, reporting on. and accountabllity

for the extent to which member governments promote and enforce core labor
standards.”

Does the Administration have plans to use the WTO and ILO to open up
negotiations on labor issues as part of its major trade agenda?

Answer:

The Administration’s proposed legislation sends a clear message about our enduring
commitment to promote raspect for internationally recognized worker rights.

Within an agreement, we can address those aspects of foreign governmaent policies
and practices regarding labor, that are directly related to trade and decrease market
opportunities for United States exports or distort United States trade. The
question focuses on the activity envisioned in the WTO and the ILO.

With respect to the WTO, the Administration remains committed to pursuing within
the WTO the establishment of a working party to examine the relationship of
internationally recognized workar rights to GATT and WTO Articles, objectives and
related instruments. Specifically, we are to explore the linkage between
international trade and internationally recognized worker rights, taking into account
differences in the level of development among countries; to examine the effects on
international trade of the systematic denial of such rights; to consider ways to
address such effects, and to develop methods to coordinate the work program of
the working party with the International Labor Organization.

Successive Administrations, working closely with the Congress and the private
sector have pressed to begin a dialogue in the GATT, and now WTO, on this
important issue. Despite continued U.S. efforts, there as yet has not been the
needed consensus to pursue formally this issue on the WTO's agenda. Opposition
to consideration of this issue has focused on the concern of many countries that
efforts to link trade and labor standards is baing pursued for protectionist purposes.
The United States continues to reject such claims.

U.S. efforts to pursue the relationship between trade and labor formally within the
GATT have a long history. The Omnibus Trade and Competitiveness Act of 1988
established negotiating objectives for the United States in this area. Lack of a
consensus within the GATT to pursue this issue has been the major obstacle to
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beginning a formal dialogue within the WTO as part of the Uruguay Round result.
At the Marrakesh Ministerial Meeting in April 1994, labor standards was again
identified as one of the possible issues for the WTQ’s future agenda.

The United States will continue its efforts to build the needed consensus to
establish the Working Party mandated in the URAA. At the WTO's first
ministerial-meeting in Singapore, the United States WTO Ministers at Singapore
said: “We believe that economic growth and development fostered by increased
trade and further trade liberalization contribute to the promotion of [core labor]
these standards. We reject the use of labor standards for protectionist purposes,
and agree that the comparative advantages of countries, particularly low-wage
developing countries, must in no way be put into question.” With this as
background, we believe that the WTO can contribute to work underway
internationally, and that WTO members should address the perception that
continues to persist that enforcement of core labor standards is incompatible with
trade liberalization and economic growth. Starting with a working party is merely a
necessary first step to determining what, if any, contribution the WTO can make in
this area. The working groups now examining trade and competition policy and
investment, are examples of WTO Members studying, but not necessarily
negotiating, new issues.

With respect to the ILO, our intention is to foster greater cooperation between the
ILO and WTO. Obviously, consensus on beginning the work outlined above will be
a very important first step. We have been encouraged by the serious effort
underway within the ILO about the possible development of a mechanism that
would promote enforcement of labor standards.

Question #11

Another “principal trade objective” of your proposed legislation is to promote
“sustainable development.” How does the Administration define ‘sustainable
development.,” and how will you apply this definition to U.S. environmental laws
during these negotiations?

Answaer;

The concept of “sustainable development” does not imply any spascific policy
commitments, but rather a particular approach to policy making. A widely
embraced concept, it has been included in numerous international agreements to
which the United States is a party, including the 1992 Rio Declaration and the
NAFTA (both signed and negotiated by President Bush) and the WTO Agreements.
The UN’s Brundtland Commission definition is widely used:
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development which "meetls] the needs of the present without compromising
the ability of future generations to meet their own needs."

- The World Commission on Environment and Development (The
Brundtland Commission), Our Common Future (QOxford; Oxford
University Press, 1987).

Agenda 21, the Plan of Action of the 1992 Rio Summit, identifies trade
liberalization as an important component of sustainable development.

This concept is incorporated into the Prearmble to the WTO Agreement (in which
parties commit to conducting their trade and economic relations so as to ". . .
allow( | for optimal use of the world’s resources in accordance with the objective of
sustainable development. . ."”.) Similarly, in creating the WTO Committee on Trade
and Environment (CTE), WTO members, at U.S. insistance, committed to promoting
sustainable development and the aim of making international trade and
environmental policies mutually supportive.

The Administration’s bill envisions pursuing this negotiating objective by carefully
taking into account the relationship between trade and environment both in
formulating negotiating positions and in the course of the negotiations themselves.
The Administration will work to ensure that trade protectionism in the guise of
environmental protection is not countenanced, while at the same time ensuring that
trade rules do not threaten the ability of the United States -- or that of other
governments -- to protect domestic environmental policy interests. In addition, the
Administration will look for situations where trade liberalization can enhance
environmental protection and vice versa.

Question #12

Some special interest groups claim that one way to protect American workers is to
prevent the passage of fast-track legislation. Is there any way in which not passing
fast track legislation will help the American warker?

Answer:

Economic prospects for American workers will be hurt, not helped, if fast track
legislation is not passed.

Over the last six decades the U.S. market has become largely open to imports while
others -- particularly in now strong growing middle and low income countries --
remain more restricted. Fast track is about Congress and the President working
together to close differentials in market access between the United States and our
major trade partners in order to expand the benefits of international trade for U.S.

[/

(28 A TPT-0L 62:60 LBET-TZ-120



ﬁﬁGEm?WEWﬁﬂ — — S o Base T 2‘1

workers.

Growth in real compensation for American workers depends on growth in average
productivity -- output per hour worked -- with more rapid productivity growth
setting the stage for faster real compensation growth. The removal of foreign trade
barriers helps enhance productivity growth and thus real labor compensation, by
expanding production for export of America’s most productive industries, U.S.
non-supervisory jobs supported by goods exports pay wages that are 13% to 16%
above the U.S. national average, reflecting the higher labor productivity in U.S.
exporting sectors. Academic studies have found that jobs in predominantly
import-compsting sectors pay wages significantly below the U.S. national average
and frequently have lower than average output per hour worked. Agreements that
to open foreign markets have the aeffect of gradually shifting the composition of
U.S. job growth over time toward more productive, more remunerative forms of
employment. -More open markets, in other words, help U,S. workers work
“smarter” and earn more, by allowing the nation to expand output of the goods and
services that it produces better than other countries around the world.

If fast track legislation is not enacted, U.S. workers -- current workers and young
people not yet in the labor force -- will lose opportunities for higher paying jobs, and
the country will lose an important opportunity for enhancing economic growth.

While U.S, workers overall benefit from agreements to open foreign markets further
to U.S. exports, not every individual worker in the country is on the right side of
this economic change. By far the largest source of job displacement in the U.S.
economy is not trade, but, rather, technological advance -- be it automation on the
factory floor or information technologies in the office. Some, not all, imports
displace U.S. jobs, but academic studies agree that trade is a much smaller source
of displacement than other factors. In trade agreements, the Congress and this
Administration have been particularly sensitive to any job loss from imports. That
is why the market opening elements of trade agreements are always phased in over
time, with the most sensitive sectors for individual workers usually in the longest
time frame. Also, special adjustment provisions such as the NAFTA-TAA also seek
to provide the best available level of public assistance to those U.S. workers
seeking retraining, new jobs, and/or interim income support because of ]Ob loss
associated with imports.

From the national economic interest point of view, the situation is clear, Market
opening agreements, enabled by fast track procedures, expand U.S. average labor
praductivity, average labor compensation, living standards and economic growth
rates. For those individual workers who do not benefit from market-opening
agreements, due to trade, technology or the shifting composition of U.S,
consumption due demographic shifts, the best answer is not to inhibit the sources
of change, but rather to assist individuals in acquiring the skills and knowledge to
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succeed in the evolving and increasing skill-oriented U.S. labor market.

Question #13

According to your proposed fast-track legislation, all environmental and labor
provisions of the trade agreements must be negotiated through the WTO or ILO.

(a) Does this mean that future trade agreements will not establish
independent organizations on labor and the environment, such as the
North American Development Bank and Commission for Environmental
Cooperation?

{b) It has been reported that Chile has already agreed to include labor and
environmeantal provisions in a NAFTA expansion agreement. How
would passage of fast-track legislation with the current language on
environment and labor issues affect these negotiations?

Answer:

The Administration’s proposal on fast track authority does not undermine the
President’s commitment, or capacity, to encourage other countries to both respect
the rights of workers and to protect the environment. Specifically, the
Administration’s fast track proposal does not limit the President’s capacity to
pursue international labor or environmental initiatives consistent with his
longstanding commitment to these objectives, and for which we plan to continue
our efforts. These include efforts in the WTO, the ILO, the OECD and in both the
Americas and Asia to encourage cooperation with respect to workers rights and the
environment.

As to whether the Administration will seek to establish “independent” organizations
on labor and the environment in the cantext of negotiating a trade agreement, as a
general matter the Administration will consult closely with the Congress with
respect to its objectives in regards particular trade agreements where the President
will seek to utilize the fast track procedurss to implement the accord. More
specifically, should the President determine it appropriate to negotiate the creation
of such institutions in the context of negotiating a trade agreement with a
country(s), the Administration will consult the Congress in advance before making

any decisions to pursue such a course of action, particularly if the approach has
implications for U.S. law.

In regards Chile and how the Administration plans to proceed, the Administration’s
proposal does not legally preclude the Administration from reaching agreements like
the NAFTA labor and environment agreements with Chile. In fact, Chile has
indicated its willingness to conclude labor and environment agreements with the
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U.S. as it did with Canada.

Suggested Questions on New Finance Committee Bill

Question #1:

On Wednesday, the Finance Committee is scheduled to mark up their own fast
track bill, which was just made public a couple hours ago. | would like to ask you
about the Administration’s support for that bill, specifically:

- The President’s authority would be strictly limited regarding negotiations on a
range of issues including labor and environmental standards. If negotiations
result in an agreement that would alter U.S. law in any of these areas, the
President would not be entitled to use fast track authority.

Would the Administration support this restriction on its authority?
Answer:

Certain types of foreign government regulation and practices, including those
relating to labor and the environment, can be used to provide a competitive
advantage to local producers, services providers, and investors. Measures of this
type may have an important impact on U.S. exports and on investment flows, and
thus are the proper subject of fast track trade agreement negotiations. Government
regulation in the environmental or labor areas that discriminates against U.S. goods,
services, or investment, or whose object is to attract investment or inhibit U.S.
exports -- such as by lowering or derogating from existing environmental or labor
standards -- fall within this category.

The bill reported out of the Senate Finance Committee recognizes that these areas
are the proper subject of fast track trade agreement negotiations. At the same

- time, the bill also makes clear that fast track negotiations and implementing
legislation should not be used to bind U.S. Government discretion in setting labor
and environmental or labor policy. The Administration agrees with this approach,
and would expect to address more general international labor and environmental
matters, where appropriata, through other negotiations and legislation.

-- Congress could disapprove negotiations under two circumstances:
(1) the Finance or Ways and Means Committee could disapprove of the

President’s negotiations with 80 days of notification from the White House
that negotiations are set to bagin, or
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(2) the full Congress can disapprove of ongolng negotiations, based on the
failure of the President to consult Congress.

Similar provisions are included in the 1988 act. Would the Administration
accept this provision?

Answar:

The Administration supports the bipartisan legislation reported by the Senate
Finance Committee aon October 1 and looks forward to working with the Senate
and the House of Representatives to complete work on a fast track bill that will
meet our shared objective of retaining leadership in international trade.

With respact to your inquiries regarding specific provisions in the Senate Finance
bill relating to labor and the environment. we believe this language is consistent
with the Administration’s objectives with regard to labor and the environment. We
do not beleive that the provisions in the Senate bill relating to labor and the
enviornment restrict the ability of the President to pursue his environmental and
labor goals.

With respect to the disapproval options, the Administration supports the provision
regarding disapproval for failure to consult, but does not support the provision
regarding disapproval of negotiations once they have been initiated. As indicated
above, the Senate Finance bill contains extensive naotice and consultaiton
requirements, which the Administration believes are appropriate to reflect the
important partnership of the Administration and Congress in this area.

In light of the extensive requirements, we believe Congress’ role in shaping the
negotiations, agreements, and implementing legislation obviate the need for
disapproving negotiations before they commence. Moreover, as a practical matter,
Congress retains the ability to vote an agreement down once its full contours are
developed; we beleive this is a more appropriate time to consider the merits of a
negotiation than before the negotiations even commence.

The Congressional fast-track withdrawal provision referred to in paragraph (2) is
largely the same as it was under prior law, with the exception that under the bill
reported by the Finance Committee it applies both to tariff and non-tariff

negotiations and covers a failure by the President to notify as well as a failure to
consulit.

Question #2

In your written testimony, you each mention the importance of American leadership
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on global labor and environmental standards, but neither of you mention a specific
agenda to negotiate labor or environmental agreements.

--Does the Administration have specific goals to negotiate labor or
environmental agreements?

--Will these plans be altered by the Finance Committee bill?

Answer:

The Administration remains committed to encouraging respect for core labor
standards on a global basis and to encouraging sustainable development. We are
pursuing these objective through a variety of means. The Finance Committee bill
would not alter the Administrations plans in these areas.

For example, with respect to core labor standards, the Administration will, among a
range of initiatives on this topic: 1) continue to pursue the creation of a working
group in the WTO to examine trade and labor standards; 2) continue to seek the
establishment in the ILO of a mechanism for the systematic examination of and
reporting on the extent to which ILO members promote and enforce core labor
standards; 3) build on the 1995 Inter-American Conference of Ministers of Labor at
the 1998 labor ministerial meeting by seeking progress on encouraging respect for
core labor standards in the Americas; and 4) seek to conclude labor and
environmental cooperation agresments with Chile modeled on the NAFTA
supplemental agreements.

The principal negotiating objective on labor and environment included in the
President’s propaosal states that the U.S, we will, through the WTO, “promote
sustainable development.” This and the other environmental objective in principal
negotiating objective 7 (“seek to ensure that trade and environmental protection are
mutually supportive”) were included to highlight the importance of continuing the
ongoing efforts among WTO members to make trade liberalization consistent with
the optimal use of the world’s resources and environmental protsction, and to
clarify the relationship between trade and environmental policies -- a process that
was begun with the creation of a Committee on Environmental Measures and
International Trade in the early 1970s and institutionalized by the WTO in 1994
with the creation of the WTO Committee on Trade and Environment (CTE).

The Administration intends to pursue the environmental objectives by carefully
taking into account the relationship between trade and environment both in
formulating negotiating positions and in the course of the negotiations themselves.
The Administration will work to ensure that trade protectionism in the guise of
environmental protection is not countenanced, while at the same time ensuring that
trade rules do not threaten the ability of the United States -- or that of other
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governments -- to protect domestic environmental policy interests. In addition, the
Administration will look for situations where trade liberalization can enhance
environmental protection and vice versa.
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USTR Responses to Question from Senator Gorton
Senate Commerce Committee
Hearing on Fast Track
held 9/30/97

Question:

Ambassador Barshefsky, as you know, Mexico imposed a 101.1 percent prohibitive
duty on all red delicious and golden delicious apple imports from the United States
on September 1. This action has effectively shut the U.S. apple industry out of its
number one export market and has literally stranded shipments of apples at the
U.S.-Mexico border.

At a time when the Administration is seeking Congressional approval of fast track
trade negotiating authority, this arbitrary action on the part of Mexico raises serious
questions about the benefits of free trade agreements. We have a free trade
agreement with Mexico, yet Mexico has chosen to ignore its obligations under
NAFTA and the WTO to protect a small group of apple growers.

When | travel back to my home state of Washington, the largest producer of apples
in the U.S., many people ask me how Mexico can shut our apples out of their
market when Mexico is a signatory to NAFTA. | tell them that under NAFTA, we
do have some recourse, but that the process is long and arduous. That is why |
have written letters signed by my colleagues in other apple producing states to you,
Secretary Daley, and the President asking for some immediate action. | know that
you are committed to resolving this problem, but | am concerned that a resolution
of this issue through NAFTA and WTO channels will be too long in coming. |t
seems to me that the best way to fix the problem is for the President to speak
personally with the President of Mexico.

Can you tell me what actions the administration has taken or plans to take to

restore U.S. apple exports to Mexico? Would you recommend that the President
hirnself step in on behalf of U.S. apple growers?

Answer:

The Administration shares your concerns both about the potential serious impact of
Mexico's actions to date on U.S. apple exports and the importance of doing
everything necessary to ensure that Mexico is abiding by its international
obligations. Shortly after learning of this development and after hearing from the
U.S. apple industry and from interested Members of Congress, the Special
Negotiator for Agriculture for Agriculture at USTR raised this issue at senior levels
in the Government of Mexico. In addition, the Acting Assistant U.S. Trade
Representative for North American Affairs traveled to Mexico on October 8 to spell
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out our concerns in detail with senior Mexican officials. We have made clear to
Mexico that we find this situation unjustifiable. We will continue to press Mexico
at every opportunity and will pursue additional high level efforts in this regard.

We will also continue to work cooperatively with industry to carry out a strategy to
accomplish our shared objective -to resolve this issue as quickly as possible. We
will keep your office and other interested Congressional offices informed of
developments as we proceed.
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USTR Responsges to Question from Senator Inouye
Senate Commerce Committee
Hearing on Fast Track
held 8/30/97

Quastion:

There are some racent, promising developments in the World Trade Organization
(WTO) that should help demonstrats the value of trade agreements for U.S.
commerce. Two U.S. agricultural cases against the European Union--one involving
bananas, the other involving beef hormones-- have received favorable WTO rulings.
If the United States can obtain full and prompt compliance from the European
Union, won’t this go a long way towards building confidence in the WTO and trade
agreements generally? In this regard, is the Unitad States taking all nacessary
measures to ensure full compliance by the European Union in these two highly
watched, precedent-setting cases?

Answer:

Compliance with trade agreements is key to building confidonco in thoso
agreements. When we brought the cases you mention, we predicted that each
would be a massive undertaking requiring months of effort by USTR litigators and
negotiators, and our predictions proved correct. In the hormones case we have
benefited from the wisdom and analysis of legal and scientific experts in other
agencies of the U.S. government. Fortunately, the results so far have helped
vindicate our efforts to build a fair and impartial dispute settlement regime in the
WTO.

On September 25 the WTO Dispute Settlernent Body (DSB) adopted, and the EU
unconditionally accepted, the WTO Appellate Body and panel reports on the EU
banana regime. As a result of that adoption, the rulings and recommendations of
these reports have become rulings and recommendations of the WTO, and the EU is
now answerable to the WTO as a whole for their implementation.

Throughout the bananas dispute, the United States has urged the EU, as well as its
member States, to comply with the results of the dispute settlement process. We
have sent USTR teams to several member States and our embassies in key
European capitols have stressed the importance we place on EU compliance with
the WTO reports. We have reiterated our willingness to work with the EU on a
reformed banana regime that is consistent with WTO rules and that remedies the
discriminatory conditions imposed on U.S. banana distribution companies. At the
same time, we believe that changes to the EU regime should provide vulnerable
Caribbean nations the ability to continue to export bananas to the EU market.
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The panel report in the hormone case confirms the value of the WTQ Agreement on
the Application of Sanitary and Phytosanitary Measures in distinguishing legitimate
food safety requirements from unscientific and unjustified barriers to the exports of
other WTO members. The panel agreed that the EU has no scientific basis for
blocking the sale of American beef in Europe. This is a sign that the WTO dispute
settlement system can handle complex and difficult disputes where a WTO member
attempts to justify trade barriers by disguising them as health measures. The panel
affirmed the need for food safety measures to be based on science, as they are in
the United States.

On September 24 the EU appealed the panel reports in the hormones cases brought
by the United States and Canada. The notice of appeal began another phase in this
dispute, which will involve more briefs and an appellate hearing in Geneva. The
Appellate Body is now scheduled to issue its report by November 23, but could
extend this deadline by up to 30 days.

USTR officials meet with EU representatives on many occasions and at many levels
every year. We have underlined to the EU the importance of both the bananas and
hormones disputes to the United States and to the effectiveness of the WTQO
dispute settlernent system-- a system which the United States and the EU more
than any other WTO members. Wae will continue to remind the EU that we expect
the EU to bring its bananas and hormones regimes into full conformity with its
international obligations.
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USTR Responses to Questions from Senator McCain /’
Senate Commerce Committee
Hearing on Fast Track
held 9/30/97

Question #1

My colleague, Senator Hollings, frequently argues that most trade agreements have been
enacted without fast track. How do you justify, then, that fast track is necessary for future
agreements?

Answer; ' éﬁ\

Fast track is needed only for trade agrecments that call for changes in U.S. law. The vast i
7ma] ority of day-to-day trade agreements can be implemented under previously delegated
~authority from the Congress, or under the President’s constitutional powers, without the need for

& “‘M further action by the Congress.

Zau
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Fast track 1s vital for some of the most important agreements that the President negotiates --
those where the President must agree to make changes in U.S. tariffs or other domestic
legislation in return for concessions from our trading partners. This is the type of agreement that
fast track was designed to address. ———
Congress has repeatedly enacted fast track procedures in order to ensure that the United States
can negotiate major trade agreements from a position of strength and unity. It tells our trading
partners that the Congress and the President speak with one voice at the negotiating table. Fast
track also addresses the concern of our trading partners that Congress will pick and choose those
provisions of the agreement it wants to accept, delay implementation, or condition U.S.
participation in the agreement in a manner incompatible with agreement the President strikes
with them.

This concern is not hypothetical. In 1967, Congress used the legislative process to reject key
component of two trade agreement;s concluded by President Johnson in the Kennedy Round --
including an antidumping agreemeat that the United States itself had proposed.

Both Congress and the President understood that this situation should not be repeated. Congress
enacted fast track in 1974, and has renewed it repeatedly thereafter, to ensure that there would be
a partnership between the Congress and the President in trade matters -- both in negotiating trade
agreements and once they are concluded. Fast track makes certain -- through extensive
consultations and give-and-take throughout the negotiations -- that the President works together
with the Congress in fashioning trade agreements that serve the interests of the United Statcs.

Question # 2:

What is the impact of not passing fast track this year?

DRAFT

————
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Answer:

DRAFT

Question #3

Can you tell us the status of the Free Trade of the Americas Agrcement? Is this agreement
at threat if Fast Track is not enacted?

?
\

Answer: RN o

At the third Free Trade Area of the Americas (FTAA) Ministerial held in Belo Horizonte, Brazil,
in May 1997, the 34 Ministers responsible for trade agreed that sufficient progress had been
made since the Miami Summit of the Americas that they would recommend that the Western
Hemisphere presidents and prime ministers initiate the FTAA negotiations at the Santiago
Summit of the Americas next April. The Ministers established a Preparatory Committee,
constituted by the Vice Ministers, 10 make recommendations how the negotiations will proceed,
.e. on the objectives, approaches, structure and venue of the negotiations, as input for Ministers’
decisions on these issues at their next mecting in San Jose, Costa Rica, in March 1998.

The PrepCom has held one meeting, in July 1997, at which the Vice Ministers discussed possible
outlines for the San Jose Declaration, which would provide the Negotiating Plan for the FTAA.
The 12 Working Groups are in the proccss of preparing reports on technical alternatives on
possible issues and negotiating approaches in their respective disciplines which are to be
provided as input to the Vice Ministers before the second PrepCom meeting at the end of
October.

Without Fast Track, we will have less credibility with and influence on the other 33 govemnments
in seeking to achieve our FTAA geals for the San Jose Ministerial and Santiago Summit. We are
seeking to reach consensus on a cornmilment at the Santiago Summit to simultaneously initiate
the FTAA negotiations on all issues identified by our Leaders in Miami, and any others agreed
upon by the Ministers. Both publicly, and during the 34-country FTAA meetings, MERCOSUR
has questioned whether we will be able (o initiate FTAA negotiations next year without Fast
Track. Other countries as well have questioned how we can push to have the FTAA negotiations
initiated and strive for such a comprehensive state-of-the-art trade agreement without Fast Track.
At a bare minimum, the absence of fast track has tended to diminish U.S. standing in meetings
and delayed important work aimed at laying the foundation for a strong start to the negotiations.
Fast Track gives the United States the credibility to negotiate tough trade deals because our
partners know any agreement will not be reopened provision-by-provision by the Congress. We
also are seeking to reach consensus on agreement to implement a very significant package of
interim agreements by the year 2000, to meet our Leaders’ mandate in Miami to achieve
concrete progress by the end of the century. Our definition of “concrete progress” also would
include full implementation of all FTAA countries’ WTO and Uruguay Round commitinents,
and implementation of concrete business facilitation measures. Having Fast Track would be a
crtical to the hemisphere of our seriousness in meeting our deadline of concluding the FTAA

DRAFT T
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Question #4

Has any forcign leader stated directly that they will not negotiate traae agrééments without
fast track?

Answer:

President Frei of Chile said in October 1995 “we are not going to negotiate as long as we do not
have fast track”. Importantly, Chile is the only one country to which the United States has
committed to negotiate a comprehensive free trade agreement. President Frei’s public remarks
on fast track came after the negotiations to conclude such an agreement with Chile were halted in
October 1995 because Chile was not willing to make the commitments necessary to conclude an
agreement in the absence of fast track authority in the United States. [other leaders?]

Question #5
What is the current status of talks with Chile concerning NAFTA? Do you find that the
Chileans are becoming tougher negotiating partners because they already have, or are in

the process of negotiating, trade agreements with MERCOSUR, Canada, and Mexico?

Answer:

The Administration has not engaged in negotiations with Chile in regards a comprehensive =3
trade agreement since October 1995. However, a lot has happened since the negotiations broke
~ down in 1995.

For example, Chile’s 1996 agreement with MERCOSUR has led to a greater degree of
codrdination between Chile and MERCOSUR in regards trade and foreign policy and
negotiations. Similarly, the Canada - Chile agreement was crafted as both an interim accord to
full NAFTA accession and as a bilatcral arrangement with characteristics unique to the Canada-

" Chile relationship. The Chile-Mexico negotiations are ongoing. The objective of those
negotiations, as we understand it, is the expansion of the scope of their bilateral tariff elimination
agreement that was implemented in 1992 to include more disciplines modeled on those contained
in the NAFTA. Similarly, the EU and Chile have agreed to pursue a reciprocal trade agreement
in the context of increased cooperation on a variety of fronts. The agreed target date for an
accord is 1999, -

Given what has occurred since 1995, the Administration is expecting that Chile’s position on

some issues may be revised from its initial 1995 stance in the negotiations in regards a

comprehensive free trade agreement. However, we will only know the Chilean position on

relevant issues once we resume the negotiations. :

Question #6 | D R AFT
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Question #7 R A FT

The Administration has argued that their fast track proposal would vastly expand the role
of Congress in the negotiating of new trade agreements. What will this include?
Specifically, how will a committee such as this one be involved in future trade agreements?

Answer:

The two fast-track bills currently pending in Congress contain what would be the most
comprehensive notice and consultation requirements ever included in fast-track procedures.
They provide that, even before negotiations begin, the President must inform Congress of what a
proposed agreement will look like and what it will accomplish. Some of these notice and
consultation provisions have been drawn directly from previous laws; others have been
strengthened or added. Together, they ensure that Congress will be apprised of critical
developments in trade negotiations and that Congress will have a meaningful opportunity to
comment before an agreement is final.

The House and Senate bills incorporate the notice and consultation provisions of the Omnibus
Trade and Competitiveness Act of 1988. These include the requirement that, before entering into
a trade agreement, the President must consult with congressional committees having jurisdiction
over matters that would be affected by 1t. And, at least 90 days in advance of entering into an
agreement, the President must notify the House and the Senate of his intention to do so. Both
bills also adopt the previous requirements that the President obtain advice from the International
Trade Commission, the general public and congressionally-mandated advisory commuttees.

The bills go even further. They specify that, at least 90 days before initiating negotiations on an
agreement subject to fast-track procedures, the President must provide Congress with written
notice of his intention to enter into such negotiations. The notice must state the date on which
negotiations are to begin, the specific U.S. objectives for the negotiations, and whether the
President intends to seek a new agreement or changes to an existing agreement.

Importantly, the bills add the requiremeat that, both before and after submitting this notice, the
President would be obligated to consult with relevant congressional committees. As a practical
matter, this would mean that wherever the subject matter of an agreement falls within the
purview of the Commerce Committee, the President will consult with the Committee prior to and
throughout the course of negotiations. [n these consultations, the President would not only share
with the Committee his strategy and objectives for negotiations, but he also would keep the
Committee informed of dcvelopments as negotiations progress.

In addition, both bills provide that no agreement subject to fast-track procedures may enter into
force unless, within 60 calendar days after signing an agreement, the President submits to
Congress a description of changes to existing laws needed to bring the United States into
compliance with the agreement. And, both bills enhance the role played by the advisory
committees by requiring that the appropriate committees provide Congress and the President
with their views on a proposed agreemcnt at least 60 days before the President enters 1nto it.
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Under the Senate bill, the President would have to inform Congress during the course of
negotiations of any contemplated side-ugreements he intends to enter into with the country or
countries in question, and he must notify Congress 90 days in advance of entering into an
agreement whether legislation not subject to fast-track procedures may be necessary. The Senate
bill also calls for closer consultations between the President and congressional advisers to
negotiating delegations.

Like the Senate bill, the House bill contains some unique provisions that supplement notice and
consultation provisions found in previous fast-track laws. The House bill would require advance
consultations regarding negotiations that would address subjects within the scope of that bill’s
negotiating objectives on labor, the environment and other matters, as well as trade barriers and
distortions. These consultations would include the manner in which the negotiations will reduce
or eliminate tariff or non-tariff barriers or foreign government policies or practices that decrease
market opportunities for U.S. exports or otherwise distort U.S. trade.

In addition, before initiating negotiations on agriculture, the President under the House bill must:
(1) assess whether U.S. tariffs on agricultural products are lower than the country or countries
involved in proposed negotiations: (2) consider whether tariff levels bound and applied
throughout the world on agricultural products are higher than U.S. tariffs; (3) consider whether
proposed negotiations provide an opportunity to address any such disparity; and (4) consult with
the Congress regarding the results of these considerations, whether it is appropriate for the
United States to further reduce its tariffs and how applicable negotiating objectives will be met.

Thus, the House and Senate bills make plain that, from the time the President determines that he
will enter into negotiations to the culmination of the agreement, Congress -- and the Commerce
Committee in particular -- will be a full partner in trade negotiations.

Question #8

The Administration’s draft would effectively waive the requirement for congressional
consultations in ongoing Information Technology Agreement. What level of consultations
can this committee expect as part of the second phase of the Information Technology
Agreement?

) . . Vb =) 4o f‘ O el
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Section 6(a) of the Senate bill and section 106(a) of the House bill provide that the requirement
for the President to give pre-negotiation notice to, and engage in pre-negotiation consultations
with, the Congress, does not apply with respect to certain negotiations that are currently

- underway, or that will have already commenced at the time fast-track procedures are renewed.
The provision is necessary because it will be impossible for the President to meet advance notice
and consultation requirements for negotiations that began before a final bill is enacted.

The purpose of the grandfather clause is only to exempt agreements designated in sections 6(a)
and 106(a) of the respective bills from those notice or consultation requirements that are
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triggered prior to the initiation of negotiations. All other notice and consultation provisions
would apply. Thus, such agreements will remain fully subject to the requirements that the
President consult with relevant congressional committees during negotiations and prior to
entering into an agreement; work closely with official congressional advisers in formulating
strategy and developing bargaining terms; receive advice from the general public, private sector
advisory commiittees, labor and environmental advisory committees, and the International Trade
Commission; provide Congress with at least 90 days notice before entering into an agreement;
cxplain to Congress how the agreement is to be implemented; and supply Congress with
extensive supporting materials about the agreement. '

Likewise, the grandfather provision would not affect the requirement that, during the course of
negotiations, the President must consult with all committees having jurisdiction over issues that
may be affected by an agreement. Such consultations are to include a description of the proposed
agreement, how and to what extent the agreement will achieve applicable negotiating objectives,
and plans for implementing the agreement. Failure to consult adequately under any of these
applicable provisions could lead to the withdrawal of fast-track procedures for the agreement in
question.

The bills make clear that the only agrecments that will qualify for the limited exemption arc

those: 1) regarding information technology products under the auspices of the World Trade

Orpanization; 2) contemplated under the World Trade Organization built-in agenda (regarding

financial services and rules of origin); and 3) involving a free-tradc area with Chile. As the

Committee knows, negotiations for the Information Technology Agreement concluded in March

1997, and we cxpect the negotiations to supplement that agreement to begin shortly.

Negotiations on rules of origin have been in progress for some time. Negotiations with Chile -~ - ---—-

began in 1995. < .Q/\Awlﬂ N
Question #9 : WLy
0 :
Senator Gramm asked during the Finance Committce hearings whether the President QM Ma )
could, and intended to, override State government right to work laws. Ambassador : e o
Barshefsky indicated that she would look into that issuc. Do you have an answer today? . ) Lol
A u
Answer: » AR
- RV

The Administration does not intend to use fast track implementing legislation to make changes in
State right to work laws.

Question #10
Question #11
Another “principal trade objective” of your proposed legislation is to promote “sustainable

dcvelopment.” How does the Administration define ‘sustainable development,” and how
will you apply this definition to U.S. environmental laws during these negotiations?
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triggered prior to the initiation of negotiations. All other notice and consultation provisions
would apply. Thus, such agreements will remain fully subject to the requirements that the
President consult with relevant congressional committees durning negotiations and prior to
entering into an agreement; work closely with official congressional advisers in formulating
strategy and developing bargaining terms; receive advice from the general public, private sector
advisory committees, labor and environmental advisory committees, and the International Trade
Comrmission; provide Congress with at least 90 days notice before entering into an agreement;
explain to Congress how the agreement is to be implemented; and supply Congress with
extensive supporting materials about the agreement.

Likewise, the grandfather provision would not affect the requirement that, during the course of
negotiations, the President must consult with al} committees having jurisdiction over issues that
may be affected by an agreement. Such consultations are to include a description of the proposed
agreement, how and to what extent the agreement will achieve applicable negotiating objectives,
and plans for implementing the agreement. Failure to consult adequately under any of these
applicable provisions could lead to the withdrawal of fast-track procedures for the agreement in
question.

The bills make clear that the only agrecments that will qualify for the limited exemption arc
those: 1) regarding information technology products under the auspices of the World Trade
Organization; 2) contemplated under the World Trade Organization built-in agenda (regarding
financial services and rules of origin); und 3) involving a free-trade area with Chile. As the
Committee knows, negotiations for the Information Technology Agreement concluded in March
1997, and we cxpect the negotiations to supplement that agreement to begin shortly.
Negotiations on rules of origin have been in progress for some time. Negotiations with Chile
began in 1995.

Question #9

Senator Gramm asked during the Finance Committee hearings whether the President
could, and intended to, override State government right to work laws. Ambassador
Barshefsky indicated that she would look into that issue. Do you have an answer today?

Answer:

The Administration does not intend to use fast track implementing legislation to make changes in
State right to work laws.

Question #10
Question #11
Another “principal trade objective” of your proposed legislation is to promote “sustainable

development.” How does the Administration define ‘sustainable development,” and how
will you apply this definition to U.S. environmental laws during these negotiations?
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The concept of “sustainable development” does not imply any specific policy commitments, but {bfrt e

rather a particular approach to policy making. A widely embraced concept, it has been included

in numerous international agreements to which the United States is a party, including the 1992 "'
Rio Declaration and the NAFTA (both signed and negotiated by President Bush) and the WTO
Agreements. The UN’s Brundtland Commission definition is widely used:
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development which “meet[s] the needs of the present without compromising the ability of '
future generations 1o meet their own needs." vt o
i dp e
-- The World Commission on Environment and Development (The Brundtland M
Commission), Qur Common Future (Oxford: Oxford University Press, 1987). .-;-:._.0»,;,-.\ ol L

Agenda 21, the Plan of Action of the 1992 Rio Summit, identifies trade liberalization as an
important component of sustainable development.

Aeve “’?’W’J

This concept is incorporated into the Preamble to the WTO Agreement (in which parties commit
1o conducting their trade and economic relations so as to *. . . allow] ] for optimal use of the
world’s resources in accordance with the objective of sustainable development. . .”) Similarly,
in creating the WTO Committee on Trade and Environment (CTE), WTO members, at U.S.
insistence, committed to promoting sustainable development and the aim of making international

trade and environmental policies mutually supportive.

The Administration intends to pursue this negotiating objective by carefully taking into account
the relationship between trade and environment both in formulating negotiating positions and in
the course of the negotiations themselves. The Administration will work to ensure that trade
protectionism in the guise of environmental protection is not countenanced, while at the same
time ensuring that trade rules do not threaten the ability of the United States -- or that of other
governments -- to protect domestic environmental policy interests. In addition, the
Administration will look for situations where trade liberalization can enhance environmental
protection and vice versa.

Finally, under the President’s proposal the Administration will notify Congress before entering
into any negotiations to which fast track procedures apply, will lay out its specific environmental
* objectives, if any, in advance of initiating negotiations, and will consult closely with Congress
and our private sector advisors regarding those objectives as well as other aspects of the
negotiations throughout the process.

Question #12
Some special intcrest groups claim that one way to protect American workers is to prevent

the passage of fast-track legislation. Is there any way in which not passing fast track
legislation will help the American worker?
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The concept of “sustainable development” does not imply any specific policy commitments, but ‘{'ﬁ"wf lyotam
rather a particular approach to policy making. A widely embraced concept, it has been included |
in numerous international agreements to which the United States is a party, including the 1992 j'cf
Rio Declaration and the NAFTA (both signed and negotiated by President Bush) and the WTO
Agreements. The UN’s Brundtland Commission definition is widely used:

development which "meet[s] the needs of the present without compromising the ability of
future generations to meet their own needs."

-- The World Commission on Environment and Development (The Brundtland
Commission), Owr Common Future (Oxford: Oxford University Press, 1987).

Agenda 21, the Plan of Action of the 1992 Rio Summit, identifies trade liberalization as an
important component of sustainable development.

This concept is incorporated into the Preamble to the WTO Agreement (in which parties commit
to conducting their trade and economic relations so as to *. . . allow[ ] for optimal use of the
world’s resources in accordance with the objective of sustainable development. . .”.) Similarly,
in creating the WTO Committee on Trade and Environment (CTE), WTO members, at U.S.
insistence, committed to promoting sustainable development and the aim of making international
trade and environmental policies mutually supportive.

The Administration intends to pursue this negotiating objective by carefully taking into account
the relationship between trade and environment both in formulating negotiating positions and in
the course of the negotiations themselves. The Administration will work to ensure that trade
protectionism in the guise of environmental protection is not countenanced, while at the same
time ensuring that trade rules do not threaten the ability of the United States -- or that of other
governments -- to protect domestic environmental policy interests. In addition, the
Administration will look for situations where trade liberalization can enhance environmental
protection and vice versa.

Finally, under the President’s proposal the Administration will notify Congress before entering
into any negotiations to which fast track procedures apply, will lay out its specific environmental

* objectives, if any, in advance of initiating negotiations, and will consult closely with Congress
and our private sector advisors regarding those objectives as well as other aspects of the
negotiations throughout the process.

Question #12
Some special intcrest groups claim that one way to protect American workers is to prevent

the passage of fast-track legislation. Is there any way in which not passing fast track
legislation will help the American worker?
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Economic prospects for American workers will be hurt, not helped, if fast track legislation is not
passed.

yired

A principal issue in the global economy facing American workers is that over the last 6 decades
the U.S. market has become largely open to imports while others -- particularly in now strong
growing middle and low income countries -- remain more restricted. Even under these
conditions, U.S. workers face inteynational competition every day and generally succeed; what
fast track is especially about is the Congress and President working together to close differentials
in market access between the United Siates and our major trade partners in order to further
expand the benefits of international trade for U.S. workers.

Fundamentally, the growth in the real compensation of American workers depends on growth of
average productivity -- output per hour worked -- with more rapid productivity growth setting
the stage for faster real compensation growth. The removal of foreign trade barriers helps
enhance productivity growth and thus real labor compensation, by expanding production for
export of America’s most productive industries. U.S. non-supervisory jobs supported by goods
exports pay wages that are 13% to 16% above the U.S. national average, reflecting the higher
labor productivity in U.S, exporting sectors. Academic studies have likewise found that jobs in
predominantly fmport-competjng sectors pay wages si gnificantly below the U.S. national average
and freqiiciitly have lower-thén average output per hour worked. Agreements that would be
, ( negotiated to open foreign markets and considered by the Congress under fast track procedures
N m\\\ have the effect, therefore, of gradually shifting the composition of U.S. job growth over time

~ Ay’  toward more productive, more remunerative forms of employment. More open markets, in other
(F# r TW words, help U.S. workers work “smarter” and earn more, by allowing the nation to expand output

G of the goods and services that it produces better than anywhere else in the world.

If fast track legislation is not enacted, U.S. workers -- current workers and young people not yet
in the labor force -- will lose opportunities for higher paying jobs, and the country will lose an
important opportunity for enhancing economic growth.

While the Administration recognizes that U.S. workers overall benefit from agreements to open
foreign markets further to U.S. exports, it also recognizes that not every individual worker in the
country is on the right side of this economic change. By far the largest source of job
displacement in the U.S. economy is not trade, but, tather, technological advance -- be it
automation on the factory floor or information technologies in the office. Some, not all, imports
displace U.S. jobs, but academic studies agree that trade is a much smaller source of
displacement than other factors. 1n trade agreements, the Congress and this Administration have
been particularly sensitive to any job loss from imports. That is why the market opening
clements of trade agreements are always phased in over time, with the most sensitive sectors for
individual workers usually in the longest time frame. Also, special adjustment provisions such
as the NAFTA-TAA also seek to provide the best available level of public assistance to those
U.S. workers seeking retraining, new jobs, and/or interim income support because of job loss
agsociated with imports.
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From the national economic interest point of view, the situation is quite clear. Market opening
agreements, enabled by fast track procedures, expand U.S. average labor productivity, average
labor compensation, living standards aid economic growth rates. For those individual workers
on the wrong side of such generally beneficial change -- be from trade, technology or the shifting
composition of U.S. consumption due demographic shifts -- the best answer is not to inhibit the
sources of change, but rather to assist individuals in acquiring the skills and knowledge to
succeed in the evolving and increasing skill-oriented U.S. labor market.

Question #13

According to your proposed fast-track legislation, all environmental and labor provisions
of the trade agreements must be negotiated through the WTO or ILO.

(a)  Does this mean that future trade agreements will not establish independent
- organizations on labor and the environment, such as the North American
Development Bank and Commission for Environmental Cooperation?

(b) It has been reported that Chile has already agreed to include labor and
environmental provisions in a NAFTA expansion agreement. How would
passage of fast-track legislation with the current language on environment
and labor issues affect these negotiations? ey et ey
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The Administration’s proposal on fast track authority does not undermine the President’s
commitment, or capacity, to encourage other countries to both respect the rights of workers and
to protect the environment. Specifically, the Administration’s fast track proposal does not limit
the President’s capacity to pursue intemational labor or environmental initiatives consistent with
his longstanding commitment to these objectives, and for which we plan to continue our efforts.
These include efforts in the WTO, the ILO, the OECD and in both the Americas and Asia to
encourage cooperation with respect to workers rights and the environment.

As to whether the Administration will seek to establish “independent”-organizations on labor and
the environment in the context of negotiating a trade agreement, as a general matter the
Administration will consult closely with the Congress with respect to its objectives in regards
particular trade agreements where the President will seek to utilize the fast track procedures to
implement the accord. More specifically, should the President determine it appropriate to
negotiate the creation of such institutions in the context of a negotiating a trade agreement with a
country(s), the Administration will consult the Congress in advance before making any decisions
to pursue such a course of action, particularly if the approach has implications for U.S. law.

In regards Chile and how the Administration plans to proceed, the Administration’s proposal
does not legally preclude the Administration from reaching agreements like the NAFTA labor
and environment agreements with Chilc. In fact, Chile has indicated its willingness to conclude
NAFTA modeled labor and environment agreements with the U.S. as it did with Canada.
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Question #1:

On Wednesday, the Finance Committee is scheduled to mark up their own fast track bill,
which was just made public a couple hours ago. I would like to ask you about the
Administration’s support for that bill, specifically:

-~ The President’s authority would be strictly limited regarding negotiations on a -
range of issues including labor and environmental standards. If negotiations result
in an agrcement that would alter U.S. law in any of these areas, the President would
not be entitled to use fast track authority.

Would the Administration support this restriction on its authority?

Answer:

Certain types of foreign government regulation and practices, including those relating to labor
and the environment, can be used to provide a competitive advantage to local producers, services
providers, and investors. Measures of this type may have an important impact on U.S. exports
and on investment flows, and thus are the proper subject of fast track trade agreement
negotiations. Government regulation in the environmental or labor areas that discriminates
against U.S. goods, services, or investment, or whose object is to attract investment or inhibit
U.S. exports -- such as by lowering or derogating from existing environmental or labor standards
-- fall within this category. '

The bill reported out of the Senate Finunce-Committee recognizes that these areas are the proper
subject of fast track trade agreement negotiations. At the same time, the bill also makes clear
that fast track negotiations and implementing legislation should not be used to bind U.S.
Govemment discretion in setting labor and environmental or labor policy. The Administration
agrees with this approach, and would expect to address more general international labor and
environmental matters, where appropriate, through other negotiations and legislation.

- Congress could disapprove ncgotiations under two circumstances:
(1) the Finance or Ways and Means Committee could disapprove of the President’s
negotiations with 60 days of notification from the White House that negotiations are

set to begin, or

(2) the full Congress can disapprove of ongoing negotiations, based on the failure of
the President to consult Congress.

Similar provisions are included in the 1988 act. Would the Administration accept

this provision?
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With regard to paragraph (1) above, the bill reported by the Finance Committee provides that if
thc Ways and Means and Finance comiittees disapprove a particular negotiation within 90 days
of receiving notice of the President’s intent to proceed with the negotiation, fast track will not
apply to that negotiation.

Answer:

The Congressional fast-track withdrawal provision referred to in paragraph (2) is largely the

same as it was under prior law, with the exception that under the bill reported by the Finance ,
Committee it applies both to tariff and non-tariff negotiations and covers a failure by the ft
President to notify as well as a failure to consult.

The Administration is prepared to accept both conditions, although it does not consider either to
be necessary in order to ensure the close Congressional-Executive cooperation that is a chief
object of the bill.

Question #2

In your written testimony, you each mention the importance of American leadership on
global labor and environmental standards, but neither of you mention a specific agenda to
negotiate labor or environmental agreements.

—Does the Administration have specific goals to negotiate labor or environmental
agreements?

--Will these plans be altered by the Finance Committee bill?
Answer:

The Administration remains committed to encouraging respect for core labor standards on a
global basis and to encouraging sustainable development. We are pursuing these objective
through a variety of means. The Finance Committee bill does not undermine or alter the
Administrations plans in these areas.

For example, with respect to core labor standards, the Administration will, among a range of
initiatives on this topic: 1) continue to pursue the creation of 2 Working Group in the WTO to
examine trade and labor standards; 2) continue to seek the establishment in the ILO a mechanism
for the systematic examination of and reporting on the extent to which ILO members promote
and enforce core labor standards; 3) build on the 1995 Inter-American Conference of Ministers
of Labor at the 1998 Labor Ministerial by seeking progress on encouraging respect for core labor
standards in the Americas; and 4) seek to conclude labor and environmental cooperation
agreements with Chile modeled on the NAFTA agreements currently in exisience in North
America.

The Administration’s specific negotiating objective on labor and environment says that we will,
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through the WTO, “promote sustainable development.” This and the other environmental
objective in principal negotiating objective 7 (to seek to ensure that trade and environmental
protection are mutually supportive) are included to highlight the importance of continuing the
ongoing efforts among WTO members to make trade liberalization consistent with the optimal
use of the world’s resources and environmental protection, and to clarify the relationship
between trade and environmental policies -- a process that was begun with the creation of a
Committee on Environmental Measures and International Trade in the early 1970s and
institutionalized by the WTO in 1994 with the creation of the WTO Committee on Trade and
Environment (CTE).

The Administration intends to pursue these two negotiating objectives by carefully taking into
account the relationship between trade and environment both in formulating negotiating positions
and in the course of the negotiations themselves. The Administration will work to ensure that
trade protectionism in the guise of environmental protection is not countenanced, while at the
same time ensuring that trade rules do not threaten the ability of the United States -- or that of
other governments -- to protect domestic environmental policy interests. In addition, the
Administration will look for situations where trade liberalization can enhance environmental
protection and vice versa.
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USTR Responses to Question from Senator Gorton
Senate Commerce Committee

Hearing on Fast Track D ﬁ A ;:_.r "

held 9/30/97
Question:

Ambassador Barshefsky, as you know, Mexico imposed a 101.1 percent prohibitive duty on
all red delicious and golden delicious apple imports from the United States on September 1.
This action has effectively shut the U.S. apple industry out of its number one export market
and has literally stranded shipments of apples at the U.S.-Mexico border.

At a time when the Administration is seeking Congressional approval of fast track trade
negotiating authority, this arbitrary action on the part of Mexico raises serious questions
about the benefits of free trade agrecments. We have a free trade agreement with Mexico,
vet Mexico has chosen to ignore its obligations under NAFTA and the WTO to protect a
small group of apple growers.

When I travel back to my home state of Washington, the largest producer of apples in the
U.S., many people ask me how Mexico ean shut our apples out of their market when

" Mexico is a signatory to NAFTA. [ tell them that under NAFTA, we do have some
recourse, but that the process is long and arduous. That is why I have written letters
signed by my colleagues in other apple producing states to you, Secretary Daley, and the
President asking for some immediate action. I know that you are committed to resolving
this problem, but I am concerned that a resolution of this issue through NAFTA and WTO
channels will be too long in coming. It seems to me that the best way to fix the problem is
for the President to speak personally with the President of Mexico.

Can you tell me what actions the administration has taken or plans to take to restore U.S.
apple exports to Mexico? Would you recommend that the President himself step in on
behalf of U.S. apple growers?

Answer:

This Administration shares your concerns both about the potential serious impact of Mexico's
actjons to date on U.S. apple exports and the importance of doing everything necessary to ensure
Mexico is abiding by its international obligations. Shortly after learning of this development
and after hearing from the U.S. apple industry and from interested Members of Congress, we
raised this issue at senior levels in the Government of Mexico. Our initial expression of concern
coming from the Special Negotiator for Agriculture at USTR. Furthermore, the Acting
Assistant U S. Trade Representative for North American Affairs at USTR specifically traveled to
Mexico on October 8 to spell out our concerns in detail with semior Mexican officials. We have
made clear to Mexico that we find this situation unjustifiable, We will continue to press Mexico
at every good opportunity and will pursue additional bigh level efforts in this regard.

DRAFT
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We will also continue to work cooperatively with industry to develop the strategy to accomplish
our shared objective - to resolve this issue as quickly as possible. We will keep your office and
other interested Congressional offices informed of developments as we proceed.
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USTR Responses to Question from Senator Inouye
Senate Commerce Committee
Hearing on Fast Track
held 9/30/97

Question:

There arc some recent, promising developments in thc World Trade Organization (WTO)
that should help demonstrate the value of trade agreements for U.S. commerce. Two U.S.
agricultural cases against the Europcan Union--one involving bananas, the other involving
beef hormones-- have received favorable WTO rulings. If the United States can obtain full
and prompt compliance from the European Union, won’t this go a long way towards
building confidence in the WTO and trade agreements generally? In this regard, is the
United States taking all necessary mcasures to ensure full compliance by the European
Union in these two highly watched, precedent-setting cases?

Answer:

Yes, there can be no question that compliance with trade agreements is key to building
confidence in those agreements. When we brought these cases, we predicted that each would be
a massive undertaking requiring months of effort by USTR litigators and negotiators, and our
predictions proved correct. In the hormones case we have also benefited from the wisdom and
analysis of legal and scientific experts clsewhere in the U.S. govermment. Fortunately, the results
so far have supported the investment we have made in the WTO dispute settlement process.

On September 25 the WTO Dispute Settlement Body (DSB) adopted, and the EU
unconditionally accepted, the WT() Appellate Body and panel reports on the EU banana regime.
With adoption, the rulings and recommendations of these reports have become rulings and
recommendations of the WTO, and the EU is now answerable to the WTO as a whole for their
implementation.

The EU will announce its intentions regarding implementation at the next meeting of the DSB,
on October 16. Throughout this disputc, the United States has urged the EU, as well as its
member States, to comply with the results of the dispute settiement process. We have sent
USTR teams to several member States and used U.S. Embassies to stress the importance we
place on EU compliauce with the WTO reports. We have reiterated our willingness to work
with the EU on a reformed banana regime that is consistent with the WTO and remedies the
discriminatory conditions imposed on 1].S. banana exporting wholesale distribution companies.
At the same time, changes to the EU regime should provide vulnerable Caribbean nations the
ability to continue to export bananas to the EU market.

DRAFT
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We believe the panel report in the hormone case confirms the value of the WTO Agreement on
the Application of Sanitary and Phytosanitary Measures in distinguishing legitimate food safety
requirements from unscientific and unjustified barriers to the exports of other WTO Members.

* The panel agreed that the EU has no scientific basis for blocking the sale of American beef in
Europe. This is a sign that the W7'O dispute settlement system can handle complex and difficult
disputes where a WTO member attempts to justify trade barriers by thinly disguising them as
health measures. The panel affitmed the need for food safety measures to be based on science, as
they are in the United States.

On September 24 the EU appealed the panel reports in the hormones cases brought by the United
States and Canada. The notice of appeal began another phase in this dispute, which will involve
more briefs and an appellate hearing in Geneva. The Appellate Body is now scheduled to issue
its report by November 23, but may extend this deadline by no more than 30 days if it is unable
to complete the report by November 23.

We meet with EU representatives on many occasions and at many levels every year. We have
underlined to the EU the importance of these disputes to the United States and to the
effectiveness of the WTO dispute settlement mechanism -- a mechanism of which the United
States and the EU are the two largest users. We will continue to remind the EU that we expect
the EU 1o bring its measures into {ull conformity with its international obligations.

DRAFT
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USTR Responses to Questions from Senator McCain
Senate Commerce Committee

Hearing on Fast Track
held 9/30/97

Question #1

My colleague, Senator Hollings, frequently argues that most trade agreements have been
enacted without fast track. How do you justify, then, that fast track is necessary for future
agreements?

Answer: o M}

Fast track is needed only for trade agreements that call for changes in U.S. law. The vast
majority of day-to-day trade agreements can be implemented under previously delegated
authority from the Congress, or under the President’s constitutional powers, without the need for
further action by the Congress.

Fast track is vital for some of the most important agreements that the President negotiates —-
thosec where the President must agree to make changes in U.S. tariffs or othier domestic
legislation in return for concessions from our trading partners. This is the type of agreement that
fast track was designed to address.

Congress has repeatedly enacted fast track procedures in order to ensure that the United Statcs
can negotiate major trade agreements from a position of strength and unity. It tells our trading
partners that the Congress and the President speak with one voice at the negotiating table. Fast
track also addresses the concern of our trading partners that Congress will pick and choose those
provisions of the agreement it wants to accept, delay implementation, or condition U.S.
participation in the agreement 1n a manner incompatible with agrcement the President strikes
with them.

This concern is not hypothetical. In 1967, Congress used the legislative process to reject key
components of two trade agreements concluded by President Johnson in the Kennedy Round --
including an antidumping agreement that the United States itself had proposed.

Both Congress and the President understood that this situation should not be repeated. Congress
enacted fast track in 1974, and has renewed it repeatedly thereafter, to ensure that there would be
a partnership between the Congress and the President in trade matters -- both in negotiating trade
agreements and once they are concluded. Fast track makes certain -- through extensive
consultations and give-and-take throughout the negotiations -- that the President works together
with the Congress in fashioning trade agreements that serve the interests of the United States.

Question # 2:

What is the impact of not passing fast track this year?
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Answer:;

There are serious and immediate consequences if we do not renew fast track. Our competitors
around the world are seizing trade opportunities as they arise, cementing commercial
relationships and forming new trade alliances that leave our workers and firms at a disadvantage.
In Latin America and Asia, for example, the two fastest growing regions of the world with
millions of new consumners, governments are pursuing strategic trade policies and concluding
preferential trade arrangements with each other and countries outside their regions. Qur
competitors are not waiting for us to pass a bill. In Latin America and Asia, over 20 such
agreements have been negotiated since 1992. The United States is party to only one.

Argentina, Brazil, Paraguay, and Uruguay, for example, have formed a common market,
MERCOSUR, which has a gross domestic product of approximately $1 trillion and a population
of over 200 million and ambitions 10 expand to all of South America. The combined economy of
the MERCOSUR countries is the largest in Latin America. MERCOSUR has recently put in
place preferential trade agreements in place with Chile and Bolivia, and is aiming to conclude
agreements with Colombia and Venezucla, as well as countries in the Caribbean Basin. There
are recent reports that Canada is also in discussions with MERCOSUR.

Chile, with one of South America’s leading economies, has signed trade agreements with
Bolivia, Colombia, Ecuador, Mexico, Venezuela, Canada and MERCOSUR. Indeed, Chile has
preferential trading relationships with every major trading country in our hemisphere but one --
the United States. Mexico has concluded market opening agreements with Colombia,
Venezuela, Ecuador, Costa Rica, Guaternala and Chile and is negotiating an agreement with
MERCOSUR and others in Central America.

Our failure to enact fast track disadvantages us in comparison with our industrialized
competitors as well. Canada’s new trade agreement with Chile, gives Canadian exporters
substantial advantages over our companies. The European Union, alrcady the world’s largest
trading bloc, has secured for its exporters significant advantages in the transition economies of
Central and Eastern Europe. The EU is also determined to expand its trade relationships in Latin
America and has agreed to pursue preferential tariff agreements with MERCOSUR, Chile and
Mexico. Japan has undertaken high levcel efforts throughout Asia and Latin America to enhance
commercial ties through investment and financial initiatives. China has designated five
countries in Latin America - Brazil. Argentina, Chile, Mexico and Venezuela - as strategic
priorities in which it is seeking to increase its commercial and political tics. Latin America was
last year China’s second fastest growing export market.

Access to the world’s fastest-growing markets -- particularly those in Asia and Latin America,
which are projected to grow at rates as much as three times the U.S. growth rate -- is especially
important to America’s economic future . More¢ than 95 percent of the world's consumers reside
outside the United States. Of the more than 30 million people who join the world’s middle class
annually, an estimated three-quarters arc in emerging markets and other low and middle- income
countries. These are the markets of the future. Our competitors understand that and are moving
rapidly to position themselves to epsure preferential access to these fast growing markets.
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The conscquences of agreements being reached without us are not just theoretical; they are quite
real. Many U.S. firms already are encountering significant competitive disadvantages created by
preferential agreements that exclude the United States. That means our companies and workers
are losing export opportunities. Examples are already evident:

. the American Chamber of Commerce in Chile estimates the United States will lose this
year $500 million in exports salcs in Chile alone due in large measure to Chile’s recent
preferential trade agreements with others;

. U.S. apple producers are at inrisk in the key Latin American markets because their
Chilean competitors face no duties, or very low duties, for their apple exports to those
markets due to preferential tarifi' deals that Chile has negotiated with these countries. By
contrast, U.S. producers often confront significant tariff walls when they sell into Latin
American markets. '

. U.S. com producers are facing competition in Chile from Argentinean producers who
enjoy a 3.3% tariff preference -- which will grow to 11% over time. U.S. corn producers
could lose half their market share in Venezuela to Argentina because of Venezuela’s
relationship with MERCOSUR.

The United States can only redress these growing trade inequalities by concluding similar
bilatera] and regional agreements, as well as through negotiating new multilateral agreements
that level the global trade playing field. The President needs fast track for this task.

As the President has said, fast track “is about whether other countries will continue 10 look to the
United States to lead to a future of peace and freedom and prosperity.” American leadership has
helped bring about an unprecedented movement towards democracy, stability, and economic
security in our hemisphere and around the world. Qur sustained efforts to bring about fair and
open trade worldwide have been a major reason for our success.

The President is committed to pursuing not only more open markets, but more open societies that
encourage respect for core labor standards and for the environment. Failing to renew fast track
will not promote any of these objectives. Fast track is vital if we want to continue our success
and sustain American leadership over the years to come.

Question #3

Can you tell us the status of the Free [rade of the Americas Agreement? Is this agreement
at threat if Fast Track is not enacted?

Answer:

At the third Free Trade Area of the Americas (FTAA) Ministerial held in Belo Horizonte, Brazil,
in May 1997, the 34 Trade ministers responsible for trade agreed that sufficient progress had




been made since the Miami Summit of the Americas that they would recommend that the
Western Hemisphere presidents and prime ministers initiate the FTAA negotiations at the
Santiago Summit of the Americas next April. The ministers established a Preparatory
Committee (PrepCom), constituted by the vice ministers, to make recommendations on how the
negotiations will proceed, i.e. on the objectives, approaches, structure and venue of the
negotiations, in preparation for decisions on these issues at the next ministerial meeting in San
Jose, Costa Rica, in March 1998.

The PrepCom has held one meeting, in fuly 1997, at which the vice ministers discussed possible
outlines for the San Jose Declaration, which would establish a negotiating plan for the FTAA.
The 12 working groups are in the process of preparing reports on possible issues and negotiating
approaches 1n their respective disciplines, which are to be provided as input to the Vice Ministers
before the second PrepCom meeting at the end of October.

Without fast track, we will have less credibility with and influence on the other 33 govermnments
mn seeking to achieve our FTAA goals for the San Jose Ministerial and Santiago Summit. We are
seeking to reach consensus on a coimmiiment at the Santiago Summit to simultaneously initiate
the FTAA negotiations on all issucs identified by Hemispheric leaders in Miami, and any other
1ssues agreed upon by the ministers. Both publicly, and during the 34-country FTAA meetings,
MERCOSUR has questioned whether we will be able to initiate FTAA negotiations next year
without fast track. Other countries have questioned how the U.S. can push to have the FTAA
negotiations initiated and to achieve a comprehensive state-of-the-art trade agreement without
fast track. At a bare minimum, the abseace of fast track has tended to diminish U.S. standing in
meetings and delayed important work aimed at laying the foundation for a strong start to the
ncgotiations. Fast track gives the United States the credibility to negotiate tough trade deals
because our partners know any agrcement will not be reopened provision-by-provision by the
Congress. We also are seeking to reach consensus on agreement to implement a very significant
package of interim agreements by the ycar 2000, to meet the mandate established in Miami to
achieve concrete progress by the end of the century. Our definition of “concrete progress™ also
would include full implementation of all FTAA countries’ WTO and Uruguay Round
commitments, and implementation of concrete business facilitation measures. Having fast track
would be a strong signal to the hemisphere of our seriousness in meeting our deadline of
concluding the FTAA negotiations by 2005, at the latest.

Question #4

Has any foreign leadcr stated directly that they will not negotiate trade agreements without
fast track?

Answer:

President Frei of Chile said in October 1995 “we are not going to negotiate as long as we do not
have fast track”. Chile is the one country to which the United States has committed 1o negotiate
a comprehensive free trade agreement. President Frei’s public remarks on fast track came after
the negotiations to conclude such an agreement with Chile were halted in October 1995 because

Chile was not willing to make the commitments necessary to conclude an agreement in the
absence of U.S. fast track authority. As indicated in the response to Question 3 above, other
leaders in the region have questioned how we can initiate formal FTAA negotiations without fast
track.



Question #5

What is the current status of talks with Chile concerning NAFTA? Do you find that the
Chileans are becoming tougher negotiating partners because they already have, or are in
the process of negotiating, tradc agrecments with MERCOSUR, Canada, and Mexico?

Answer:

Please see response to Question 4. The Administration has not engaged in negotiations with
Chile in regards a comprehensive free trade agreement since October 1995 when negotiations
broke down. However, a lot has happened since then.

For example, Chile’s 1996 agreement with MERCOSUR has led to a greater degree of
coordination between Chile and MERCOSUR 1n regard to trade negotiation with other
governments. Similarly, the Canada - Chile free-trade agreement was crafted as both an interim
step towards possible NAFTA accession and as a bilateral arrangement with characteristics
unique to the Canada-Chile relationship. The Chile-Mexico negotiations are ongoing. The
objective of those negotiations, as we understand it is the expansion of the scope of their 1992
bilateral tariff elimination agreement to include further disciplines modeled on those contained in
the NAFTA. Similarly, the EU and Chile have agreed to pursue a reciprocal trade agreement in
the context of increased cooperation on a variety of fronts. The agreed target date for an accord
is 1999,

Given what has occurred since 1995, it is likely that Chile’s position on some issues may be
revised when it returns to the bargaining table with the U.S. However, we will only know the
Chilean position on relevant issues once we resume the negotiations.

Question #6

Question #7

The Administration has argued that their fast track proposal would vastly expand the role
of Congress in the negotiating of new trade agreements. What will this include?

Specifically, how will a committee such as this one be involved in future trade agreements?

Answer:

The two fast-track bills currently pending in Congress contain what would be the most
comprehensive notice and consultation requirements ever included in fast-track. They create a
strong partnership between the Congress and the President in choosing negotiating partners,
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setting priorities, and receiving and implementing completed agreements.

Both bills specify that, at least 90 days before initiating negotiations on an agreement subject to
fast-track procedures, the President must provide Congress with written notice of his intention to
enter into such negotiations. The notice must state the date on which negotiations are to begin,
the specific U.S. objectives for the negotiations, and whether the President intends to seck a new
agreement or changes to an existing agreement.

Importantly, the bills add the requirement that, before initiating negotiation, the President would
be obligated to consult with any congressional committees that the President believes appropriate
or (in the Senate bill) that request such consultation in writing. The Administration supports this
additional Senate language. As a practical matter, this would mean that wherever the subject
matter of an agreement falls within the purview of the Commerce Committee, the President will
consult with the Committec prior to and throughout the course of negotiations. In these
consultations, the President would not only share with the Committee his strategy and objcctives
for negotiations, but he also would keep the Comumittee informed of developments as
negotiations progress.

Under the Senate bill, the President would have to inform Congress during the course of
negotiations of any contemplated side-agreements he intends to enter into with the country or
countries in question, and he must notity Congress 90 days in advance of entering into an
agreement whether implementing legislation not subject to fast-track procedures may be
necessary. Both bills also call for closer consultations between the President and congressional
advisers to negotiating delegations.

Before entering into a trade agreement, the President must again consult with congressional
committees having jurisdiction over matters that would be affected by it. And, at least 90 days in
advance of entering into an agreement, the President must notify the House and the Senate of his
intention to do so. Both bills also adopt the previous requirements that the President obtain
advice from the Intemational Trade Coinmission, the general public and congressionally-
mandated advisory committees.

In addition, both bills provide that no agreement subject to fast-track procedures may enter into
force unless, within 60 calendar days aiter signing an agreement, the President submits to
Congress a description of changes to existing laws needed to bring the United States into
compliance with the agreement. And, both bills enhance the role played by the advisory
committees by requiring that the appropriate committees provide Congress and the President
with their views on a proposed agreement at least 60 days before the President enters into 1t.

Thus, the House and Senate bills make plain that, from the time the President determines that he
will enter into negotiations to the culmination of the agreement, Congress -- specifically
including the Commerce Committee for negotiations and agreements subject to the Committee’s
jurisdiction -- will be a full partner in trade negotiations.

Question #8
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The Administration’s draft would effectively waive the requiremcnt for congressional
consultations in ongoing Information Technology Agreement. What level of consultations

can this committee expect as part of the second phase of the Information Technology
Agreement?

Answer:

Section 6(a) of the Senate bill and section 106(e) of the House bill provide that the requirement
for the President to give pre-negotiation notice to, and engage in pre-negotiation consultations
with, the Congress, does not apply with respect to certain negotiations that are currently
underway, or that will have commenced prior to time fast-track procedures are rencwed. The
provision is necessary because it will be impossible for the President to mect advance notice and
consultation requirements for negotiations that began before a final bill is enacted.

The purpose of the grandfather clause is only to exempt agreements designated in sections 6(a)
and 106(a) of the respective bills from those notice or consultation requirements that are
triggered prior to the initiation of negotiations. All other notice and consultation provisions
would apply. Thus, such agreements will remain fully subject to the requirements that the
President consult with relevant congressional committees during negotiations and prior to
entering into an agreement; work closely with official congressional advisers in formulating
strategy and developing bargaining terms; receive advice from the general public, private sector
advisory committees, including the labor and environmental advisory committees, and the
International Trade Commission; provide Congress with at least 90 days notice before entering
into an agreement; explain to Congress how the agreement is to be implemented; and supply
Congress with extensive supporting materials about the agreement.

The bills make clear that the only negotiations that will qualify for the limited exemption are
those: 1) regarding information technology products under the auspices of the World Trade

Organization; 2) initiated under the World Trade Organization; and 3) Chile. The WTO
negotiations currently underway are those regarding the rules of origin and financial services.

Question #9

Senator Gramm asked during the Finance Committee hearings whether the President
could, and intended to, override Statc government right to work laws. Ambassador
Barshefsky indicated that she would look into that issuc. Do you have an answer today?

Answer:

The Administration does not intend to use fast track implementing legislation to make changes in
State right to work laws.

Question #10

In the “Principal Trade Objectives” scction of your proposed legislation, you list promoting
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“respect for internationally recognized worker rights” through the WTO, and [the]
cstablishment [within] of the International Labor Organization as “a mechanism for
the systemic examination of, reporting on, and accountability for the extent to which
member governments promotc and enforce core labor standards.”

Does the Administration have plans to use the WTO and ILO to open up negotiations on
labor issues as part of its major trade agenda?

Answer:

The Administration’s proposed legislation sends a clear message about our enduring
commitment to promote respect for internationally recognized worker rights. Within an
agreement, we can address those aspects of foreign goverrunent policies and practices regarding
labor, that are directly related to trade and decrease market opportunities for United States
exports or distort United States trade. The question focuses on the activity envisioned in the
WTO and the ILO.

With respect to the WTO, the Administration remains committed to pursuing within the WTO
the establishment of a working party to examine the relationship of internationally recognized
worker rights to GATT and WTO Articles, objectives and related instruments. Specifically, we
are to explore the linkage between international trade and internationally recognized worker
rights, taking into account differences in the level of development among countries; to examine
the effects on international trade of the systematic denial of such rights; to consider ways to
address such effects, and to develop methods to coordinate the work program of the working
party with the Intemnational Labor Organization.

Successive Administrations, working closely with the Congress and the private sector have
pressed to begin a dialogue in the GATT, and now WTO, on this important issue. Despite
continued U.S. efforts, there as yet has not been the needed consensus to pursuc formally this
issue on the WTO’s agenda. Opposition to consideration of this issue has focused on the concern
of many countries that efforts to link trade and labor standards is being pursucd for protectionist
purposes. The United States continues to reject such claims.

U.S. efforts to pursue the relationship between trade and labor formally within the GATT have a
long history. The Omnibus Trade and Competitiveness Act of 1988 established negotiating
objectives for the United States in this area. Lack of a consensus within the GATT to pursue this
issue has been the major obstacle to beginning a formal dialogue within the WTO as part of the
Uruguay Round result. At the Marrakesh Ministerial Meeting in April 1994, labor standards was
again identified as one of the possible issues for the WTO’s future agenda.

The United States will continue its efforts to build the needed consensus to establish the Working
Party mandated in the URAA. Atthe WTO’s first ministerial-meeting in Singapore, the United
States WTO Ministers at Singapore said: “We believe that economic growth and development
fostered by increased trade and further trade liberalization contribute to the promotion of [core
labor] these standards. We reject the use of labor standards for protectionist purposes, and agree
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that the comparative advantages of countries, particularly low-wage developing countries, must
in no way be put into question.” With this as background, we believe that the WTO can
contribute to work underway internationally, and that WTO members should address the
perception that continues to persist that enforcement of core labor standards is incompatible with
trade liberalization and economic growth. Starting with a working party is merely a necessary
furst step to determining what, if any, contribution the WTO can make in this area. The working
groups now examining trade and competition policy and investment, are cxamples of WTO
Members studying, but not necessarily negotiating, new issues.

With respect to the ILO, our intention is to foster greater cooperation between the ILO and WTO.
Obviously, consensus on beginning the work outlined above will be a very important first step.
We have been encouraged by the serious effort underway within the ILO about the possible
development of a mechanism that would promote enforcement of labor standards.

Question #11

Another “principal trade objective” of your proposed legislation is to promote “sustainable
devclopment.” How does the Administration define ‘sustainable development,” and how
will you apply this definition to U.S. environmental laws during these negotiations?

Answer:

The concept of “sustainable development” does not imply any specific policy commitments, but
rather a particular approach to policy mikking. A widely embraced concept, it has been included
in numerous international agreements to which the United States is a party, including thc 1992
Rio Declaration and the NAFTA (both signed and negotiated by President Bush) and the WTO
Agreements. The UN’s Brundtland Coinmission definition is widely used:

development which "meet(s] the needs of the present without compromising the ability of
future generations to meet their own needs."

-~ The World Commission on Environment and Development (The Brundtland
Commission), Our Common Future (Oxford: Oxford University Press, 1987).

Agenda 21, the Plan of Action of the 1992 Rio Summit, identifies trade liberalization as an
umportant component of sustainable development.

This concept is incorporated into the Prcamble to the WTO Agreement (in which parties commit
to conducting their trade and economic relations so as to *. . . allow( ] for optimal use of the
world’s resources in accordance with the objective of sustainable development. . .”) Similarly,
in creating the WTO Committee on Trade and Environment (CTE), WTO members, at U.S.
nsistence, committed to promoting sustainable development and the aim of making international
trade and environmental policies mutually supportive.




10/21/97 13:24 D202 385 4656 USTR CONG AFFRS [@009/018

The Administration’s bill envisions pursuing this negotiating objective by carefully taking into
account the relationship between trade and environment both in formulating negotiating positions
and in the course of the negotiations themselves. The Administration will work to ensure that
trade protectionism in the guise of environmental protection is not countenanced, while at the
same time ensuring that trade rules do not threaten the ability of the United States -- or that of
other governments -- to protect domestic environmental policy interests. In addition, the
Administration will look for situations where trade liberalization can enhance environmental
protection and vice versa.

Question #12

Some special interest groups claim that one way to protect American workers is to prevent
the passage of fast-track legislation. s there any way in which not passing fast track
legislation will help the American worker?

Answer:

Economic prospects for American workers will be hurt, not helped, if fast track legislation is not
passed. '

Over the last six decades the U.S. market has become largely open to imports while others --
particularly in now strong growing middle and low income countries -- remain more restricted.
Fast track is about Congress and the President working together to close differentials in market
access between the United States and our major trade partners in order to expand the benefits of
international trade for U.S. workers.

Growth in real compensation for American workers depends on growth in average productivity --
output per hour worked -- with more rapid productivity growth setting the stage for faster real
compensation growth. The removal of foreign trade barriers helps enhance productivity growth
and thus real labor compensation, by expanding production for export of America’s most
productive industries. U.S. non-supervisory jobs supported by goods exports pay wages that are
13% to 16% above the U.S. national average, reflecting the higher labor productivity in U.S.
cxporting sectors. Academic studics have found that jobs in predominantly import-competing
sectors pay wages significantly below the U.S. national average and frequently have lower than
average output per hour worked. Agreements that to open foreign markets bave the effect of
gradually shifting the composition of U.S. job growth over time toward more productive, more
remunerative forms of employment. More open markets, in other words, help U.S. workers work
“smarter” and earn more, by allowing the nation to expand output of the goods and services that
it produces better than other countries around the world.

If fast track legislation is not enacted, U.S. workers -- current workers and young people not yet
in the labor force -- will lose opportunities for higher paying jobs, and the country will lose an

important opportunity for enhancing economic growth.

While U.S. workers overall benefit from agreements to open foreign markets further to U.S.
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exports, not every individual worker in the country is on the right side of this economic change.
By far the largest source of job displacement in the U.S. economy is not trade, but, rather,
technological advance -- be it automation on the factory floor or information technologies in the
office. Some, not all, imports displace U.S. jobs, but academic studies agree that trade is a much
smaller source of displacement than other factors. In trade agreements, the Congress and this
Administration have been particularly scnsitive to any job loss from imports. That is why the
market opening elements of trade agreements are always phased in over time, with the most
sensitive sectors for individual workers usually in the longest time frame. Also, special
adjustment provisions such as the NAFTA-TAA also seek to provide the best available level of
public assistance to those U.S. workers seeking retraining, new jobs, and/or interim income
support because of job loss associated with imports.

From the national economic interest point of view, the situation is clear. Market opening
agreements, enabled by fast track procedures, expand U.S. average labor productivity, average
labor compensation, living standards and economic growth rates. For those individual workers
who do not benefit from market-opening agreements, due to trade, technology or the shifting
composition of U.S. consumption ue demographic shifis, the best answer is not to inhibit the
sources of change, but rather to assist individuals in acquiring the skills and knowledgc to
succeed in the evolving and increasing skill-oriented U.S. labor market.

Question #13

According to your proposed fast-track legislation, all environmental and labor provisions
of the trade agreements must be negotiated through the WTO or ILO.

(a) Does this mean that future trade agreements will not establish independent
organizations on labor and the environment, such as the North American
Development Bank and Commission for Environmental Cooperation?

(b) It has been reported that Chile has already agreed to include labor and
environmental provisions in a NAFTA expansion agreement. How would
passage of fast-track legislation with the current language on environment
and labor issues affect these negotiations?

Answer:

The Administration’s proposal on jast track authority does not undermine the President’s
commitment, or capacity, to encourage other countries to both respect the rights of workers and
to protect the environment. Specifically, the Administration’s fast track proposal does not limit
the President’s capacity to pursue international labor or environmental initiatives consistent with
his longstanding commitment to these objectives, and for which we plan to continue our efforts.
These include efforts in the WTO, the ILO, the OECD and in both the Americas and Asia to
encourage cooperation with respect to workers rights and the environment.

As to whether the Administration will seek to establish “independent” organizations on labor and
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the environment in the context of negotiating a trade agreement, as a general matter the
Administration will consult closely with the Congress with respect to its objectives in regards
particular trade agreements where the President will seek to utilize the fast track procedures to
implement the accord. More specifically, should the President determine it appropriate to
negotiate the creation of such institutions in the context of negotiating a trade agreement with a
country(s), the Administration will consult the Congress in advance before making any decisions
to pursue such a course of action, particularly if the approach has implications for U.S. law.

In regards Chile and how the Administration plans to proceed, the Administration’s proposal
does not legally preclude the Administration from reaching agreements like the NAFTA labor
and environment agreements with Chile. In fact, Chile has indicated its willingness to conclude
labor and environment agreements with the U.S. as it did with Canada.

Suggested Questions on New Finance Committee Bill

Question #1:

On Wednesday, the Finance Committee is scheduled to mark up their own fast track bill,
which was just made public a couple hours ago. I would like to ask you about the
Administration’s support for that bill, specifically:

- The President’s authority would be strictly limited regarding negotiations on a
range of issues including labor and environmental standards. If negotiations result
in an agreement that would alter U.S. law in any of these areas, the President would
not be entitled to usc fast track authority.

Would the Administration support this restriction on its authority?

Answer:

Certain types of foreign govemment regulation and practices, including those relating to labor
and the environment, can be used to provide a competitive advantage to local producers, services
providers, and investors. Measures of this type may have an important impact on U.S. exports
and on investment flows, and thus are the proper subject of fast track trade agreement
negotiations. Govermument regulation in the environmental or labor areas that discriminates
against U.S. goods, services, or investment, or whose object is to attract investment or inhibit
U.S. exports -- such as by lowering or dcrogating from existing environmental or labor standards
-- fall within this category.

The bill reportied out of ths Senate I'inance Committee recognizes that these areas are the proper
subject of fast track trade agreement negotiations. At the same time, the bill also makes clear
that fast track negotiations and implementing legislation should not be used to bind U.S.
Govermment discretion in setting labor and environmental or laber policy. The Administration
agrees with this approach, and would expect to address more general international labor and
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environmental matters, where appropriate, through other negotiations and legislation.
- Congress could disapprove negotiations under two circumstances:

(1) the Finance or Ways and Means Committee could disapprove of the President’s
negotiations with 60 days of notification from the White House that negotiations are
set to begin, or

(2) the full Congress can disapprove of ongoing negotiations, based on the failure of
the President to consult Congress.

Similar provisions are inctuded in the 1988 act. Would the Administration accept
this provision?

Answer:

The Administration supports the bipartisan legislation reported by the Senate Finance Committee
on October 1 and looks forward to working with the Senate and the House of Representatives to
complete work on a fast track bill that will meet our shared objective of retaining leadership in
international trade.

With respect to your inquiries regarding specific provisions in the Senate Finance bill relating to
labor and the environment, we believe this language is consistent with the Administration’s
objectives with regard to labor and the cnvironment. We do not beleive that the provisions in the
Senate bill relating to labor and the enviornment restrict the ability of the President to pursue his
environmental and labor goals.

With respect to the disapproval options, the Administration supports the provision regarding
disapproval for failure to consult, but does not support the provision regarding disapproval of
negotiations once they have been initiated. As indicated above, the Senate Finance bill contains
extensive notice and consultaiton requirements, which the Administration believes are
appropriate to reflect the important partnership of the Administration and Congress in this area.

In light of the cxtensive requirements, we believe Congress’ role in shaping the negotiations,
agreements, and implementing legislation obviate the need for disapproving negotiations before
they commence. Moreover, as a practical matter, Congress retains the ability to votc an
agreement down once its full contours are developed; we beleive this is a more appropriate time
to consider the merits of a negotiation than before the negotiations even commence.

The Congressional fast-track withdrawal provision referred to in paragraph (2) is largely the
same as it was under prior law, with the exception that under the bill reported by the Finance
Committee it applies both to tariff and non-tanff negotiations and covers a failure by the
President to notify as well as a failure to consult.
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Question #2

In your written testimony, you each mention the importance of American leadership on
global Jabor and environmental standards, but neither of yon mention a specific agenda to
negotiate labor or environmental agrcements.

--Does the Administration have specific goals to negotiate labor or environmental
agreements?

--Will these plans be altercd by the Finance Committee bill?

Answer:

The Administration remains committed to encouraging respect for core labor standards on a
global basis and to encouraging sustainable development. We are pursuing these objective
through a variety of means. The Finance Committee bill would not alter the Administrations
plans in these areas.

For example, with tespect to core labor standards, the Administration will, among a range of
imitiatives on this topic: 1) continue to pursue the creation of a working group in the WTO to
examine trade and labor standards; 2) continue to seek the establishment in the ILO of a
mechanism for the systematic examination of and reporting on the extent to which ILO members
promote and enforce core labor standards; 3) build on the 1995 Inter-American Conference of
Ministers of Labor at the 1998 labor ministerial meeting by seeking progress on encouraging
respect for core labor standards in the Americas; and 4) seek to conclude labor and
environmental cooperation agreements with Chile modeled on the NAFTA supplemental
agreements.

The principal negotiating objective on labor and environment included in the President’s
proposal states that the U.S. we will, through the WTO, “promote sustainable development.”
This and the other environmental objective in principal negotiating objective 7 (“seek to ensure
that trade and environmental protection are mutually supportive™) were included to highlight the
importance of continuing the ongaing efforts among WTO members to make trade liberalization
consistent with the optimal use of the world's resources and environmental protection, and to
clarify the relationship between trade and environmental policies -- a process that was begun
with the creation of a Committee on Environmental Measures and International Trade in the
early 1970s and institutionalized by the WTO in 1994 with the creation of the WTO Committee
on Trade and Environment (CTE).

The Administration intends to pursue the environmental objectives by carefully taking into
account the relationship between trade and environment both in formulating negotiating positions
and in the course of the negotiations theinselves. The Administration will work to ensure that
trade protectionism in the guise of environmental protection is not countenanced, whilc at the
same time ensuring that trade rules do not threaten the ability of the United States -- or that of
other governments -- to protect domestic environmental policy intevests. In addition, the
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Administration will look for situations where trade liberalization can enhance environmental
protection and vice versa.
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USTR Responses to Question from Senator Gorton
Senate Commerce Committce
Hearing on Fast Track
held 9/30/97

Question:

Ambassador Barshefsky, as you know, Mexico imposed a 101.1 percent prohibitive duty on
all red dclicious and golden delicious apple imports from the United States on September 1.
This action has effectively shut the U.S. applc industry out of its number one export market
and has literally stranded shipments of apples at the U.S.-Mexico border.

At a time when the Administration is seeking Congressional approval of fast track trade
negotiating authority, this arbitrary action on the part of Mexico raises serious questions
about the bencfits of free trade agreelnents. We have a free trade agreement with Mexico,
yet Mexico has chosen to ignore its obligations under NAFTA and the WTO to protect a
small group of apple growers.

When I travel back to my home state of Washington, the largest producer of apples in the
U.S., many people ask me how Mexico can shut our apples out of their market when
Mexico is a signatory to NAFTA. Itell them that under NAFTA, we do have some
rccourse, but that the process is long and arduous. That is why I have written letters
signed by my colleagues in other applc producing states to you, Secrctary Daley, and the
President asking for some immediate action. I know that you are committed to resolving
this problem, but I am concerned that a resolution of this issue through NAFTA and WTO
channels will be too long in coming. It seems to me that the best way to fix the problem is
for the President to speak personally with the President of Mexico.

Can you tell me what actions the administration has taken or plans to take to restore U.S.
apple exports to Mexico? Would you recommend that the President himself step in on
behalf of U.S. apple growers?

Answer:

The Administration shares your concerns both about the potential serious impact of Mexico's actions
to date on U.S. apple exports and the importance of doing everything necessary to ensure that
Mexico is abiding by its international obligations. Shortly after learning of this development and
after hearing from the U.S. apple industry and from interested Members of Congress, the Special
Negotiator for Agriculture for Agriculture at USTR raised this issue at senior levels in the
Government of Mexico. In addition, the Acting Assistant U.S. Trade Representative for North
American Affairs traveled to Mexico on October 8 to spell out our concerns in detail with senior
Mexican officials. We have made clear to Mexico that we find this situation unjustifiable. We will
continue to press Mcxico at every opportunity and will pursue additional high level efforts in this
regard.
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We will also continue to work cooperatively with industry to carry out a strategy to accomplish our
shared objective -to resolve this issue as quickly as possible. We will keep your office and other
interested Congressional offices informed of developments as we proceed.
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USTR Responses to Question from Senator Inouye
Senate Commerce Committee
Hearing on Fast Track
held 9/30/97

Question:

There are some recent, promising developments in the World Trade Organization (WTO) that
should help demonstrate the value of trade agreements for U.S. commerce. Two U.S.
agricultural cases against the Europcan Union--one involving bananas, the other involving
beef hormones-- have received favorable WTO rulings. If the United States can obtain full and
prompt compliance from the European Union, won’t this go a long way towards building
confidence in the WTO and trade agrcements generally? In this regard, is the United States
taking all necessary measures to ensure full compliance by the European Union in thesc two
highly watched, precedent-setting cases?

Answer:

Compliance with trade agreements is key to building confidence in those agreements. When we
brought the cases you mention, we predicted that each would be a massive undertaking requiring
months of effort by USTR litigators and negotiators, and our predictions proved correct. In the
hormones case we have benefited from the wisdom and analysis of legal and scientific experts in
other agencies of the U.S. government. Fortunately, the results so far have helped vindicate our
efforts to build a fair and impartial dispute settlement regime in the WTO.

On September 25 the WTO Dispute Setilement Body (DSB) adopted, and the EU unconditionally
accepted, the WTO Appellate Body and panel reports on the EU banana regime. As a result of that
adoption, the rulings and recommendations of these reports have become rulings and
recommendations of the WTO, and the EU is now answerable to the WTO as a whole for their
implementation.

Throughout the bananas dispute, the United States has urged the EU, as well as its member States,
to comply with the results of the dispute settlement process. We have sent USTR teams to several
member States and our embassies in key European capitols have stressed the importance we place
on EU compliance with the WTO reports. We have reiterated our willingness to work with the EU
on a reformed banana regime that is consistent with WTO rules and that remedies the discriminatory
conditions imposed on U.S. banana distribution companies. At the same timec, we believe that
changes to the EU regime should provide vulnerable Caribbean nations the ability to continue to
export bananas to the EU market.
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The panel report in the hormone case confirms the value of the WTO Agreement on the Application
of Sanitary and Phytosanitary Measures in distinguishing legitimate food safety requirements from
unscientific and unjustified barriers to the exports of other WTO members. The panel agreed that
the EU has no scientific basis for blocking the sale of American beef in Europe. This is a sign that
the WTO dispute settlement system can handle complex and difficult disputes where a WTO
member attempts to justify trade barriers by disguising them as health measures. The panel affirmed
the need for food safety measures to be based on science, as they are in the United States.

On Scptember 24 the EU appealed the panel reports in the hormones cases brought by the United
States and Canada. The notice of appeal began another phase in this dispute, which will involve
more briefs and an appellate hearing in Cieneva. The Appellate Body is now scheduled to issue its
report by November 23, but could extend this deadline by up to 30 days.

USTR officials meet with EU representatives on many occasions and at many levels every year. We
have underlined to the EU the importance of both the bananas and hormones disputes to the United
States and to the effectiveness of thc WTO dispute settlement system-- a system which the United
States and the EU more than any other WTO members. We will continue to remind the EU that we
expect the EU to bring its bananas and hormones regimes into full conformity with its international
obligations.
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OFFICE OF THE UNITED STATES TRADE REPRESENTATIVE

Exccutive Office of the President
600 17TH STREET, NW
WASHINGTON, D.C. 20508

Office of Congressional Affairs

October 16, 1997
Number of Pages excluding cover: 22

To: Bob Kyl/Rosie
Office/Agency: WH
Fax Number:  x69280

SUBJECT: Draft USTR responscs to Senate Commerce Questions

From: Nicole Venable
Congressional Affairs Specialist

Phone: (202) 395-9495 FAX: (202)395-4656

COMMENTS:

We are still missing the response to questions 2 and 11. I will fax that when I get it from our
policy shop. Please review these responses as soon as possible. Thanks. Call Bob Novick if
you have any questions or comments. Thanks.

l A5 S

——————
S e T ——— —————
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JOHN RatOT. STAFF DIRECTOR AND THANSPORTATIQN

(VAN . SCNLAGER. QEMIQICRATIC CHIEF CQUNGEL and JTALF CIRECTON

WASHINGTON, DC 20510~6125

October 2, 1557

The Honorable Charlene Barshefsky
United States Trade Representative
Executiva Office of the President
Washington, D.C. 20508

Dear Madam Ambassador:

I am submitting to you additional questions ta be included
in the record for the September 30, 1997 hearing on the
President’s Request for Fast Track Trade Negotiating Authority.

I would appreciate your assistance in obtaining answers from the
appropriate Departmental officials. Answers would be appreciated
by October 17, 1997. .

I am also including guestions that were submitted by
Senators Slade Gorten and Daniel K. Inouye. Please send your.
responses to these questions directly to the respective Senator’s
cffice as well as the Committee.

‘Thank you for your attention to this matter.

Sincerely,

. 7%
John McCain
Chairman

JM/kpl



10/16/97 18:086 2202 395 4656 USTR CONG AFFRS i@003/022

OCT. Z.:1557 ZSHiQERM SeMRTT ZOMMIRCE oM NG.Zec P.3s7

[0}

POST~-HEARING QUESTIONS

RISXS QF NOT PASSING FAST TRACK

1) My celleague, Senator Ecllings, frequently argques that most
trade agreemsnts have beaen enacted without fast track. How
( Lﬁb&yﬂ ¢e you justify, then, taat fast track is necessary for
r future trade agreements?

thkxhﬂ1 2) What 1s tae impact of not passing Fast Track this year?

3) Can you tell us the status of the Free Trade of the Americas

i eV eN Agreement? Is this agreement at threat if Fast Track is not
% enacted?

4) Has any foreign leader stated directly that they will not
ﬁqaﬂ“““’“\ negotiate trade agreements without fast-track?

5) What 1s tha current status of talks with Chile concerning
O NAFTA? Do ycu find that the Chileans are becoming tougher
e negotiating partners because they already have, or are in
the process of nagotiating, trade agreements with MERCOSUR,
Capnada, and Mexico?

Av

6) It is obvious that MERCOSUR is meving to consclidats a free
< o trade bloc in South America. Canada and Mexico are in
AA\af} nagotiations with M3RCOSUR. And, Burcpean Union and
MERCOSUR have opened negotiations. Is a free trade bloc
being constructed that will exclude us? What is the risk to
our workers if that happens?

INCREASED CONGRESSIONAL CONSULTATION

7) Thz Administration has argued that their fast track proposal
. would vastly expand the role of Congress in the negetiating
\ﬂJ?fc? of new trade agreements. What will this include?
- Specifically, how will a committee sueh as this one be
involved in future trade agreements?

8) The Administration’s draft would effectively waive the
-¢D - requirement for congressicnal consultations in ongoing
\P?QP Informatien Technology Agreement. What level of
2 : consultation can this committee expsct as part of the second
phase of the Information Technology Agreement? '

LABOR_AND ENVIRONMENT

9) Senator Gramm asked during the Finance Committee hearings
whather the President could, and intended to, overrids State
oA\ government right to work laws. Ambassador Barshefsky
(;(L> indicated that she would lcok inte that issue. Do you have
an answer today?
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10)

11)

12)

13)

\w“-”*w
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In the "Principal Trade Objectives" gsectien of your pfc;osed
legislation, you list promoting :

"respect for internationally recognizad workar rights"
through the WIQ, and establishment of the Internatiocnal
Laber Orgarization as "a mechanism for the gystamatic
examination of, reporting on, and accountability far
the extent to which member governments promots and
enforca core labor standards.®

Does the Administraticn have plans tc use the WTO and ILO to
open up negotiations on labor issues as part of its major
trade agsnda?

Another "principal trade objective" of your proposed
legislation is to promots "sustainable development." How
does the Administration define "sustainable development,®
and how will you apply this definition to U.S. environmental
laws during these negotiations?

Some special intsrest groups claim that ocne way to protect
American workers is to prevent the passage of fast-track
legislation. Is thare any way in which not passing
fast-track legislation will help the American worker?

' According to your proposed fast-track legislation, all

environmental and labor provisions of trade agreements must
be negotiated through the WTO or ILO,

(a) Does this mean that future trade agreements will not
establish indep2ndent organizations on labor and the
envircnment, such as the North American Development
Bank and Commission for Envircnmental Cocperation?

(b) It has been reported that Chile has already agread to
includes labor and envirenmental preavisions in a NAFTA
expansion agreement. How would passage of fast-track
legislation with the current language on environment
and labor issues affect th2se negotiations?

[doo4/022
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SUGGESTED QUESTIONS ON NEW FINANCE COMMITTEE BILL

(1) On Wednesday, tke Finance Committee is scheduled te mark up
their own Zfast track bill, which was just made public a couple
hours agc. I would like to ask you aktout the Administcrarior’s
suppert Ter that bill, specifically:

-- The President’s authority would be strictly limited
regarding negotiations on z range of issves including labor
and environmental standards. If negotiations razult in an
agreament that would alter U.S. law in any of these areas,
the president would not be erntitlad to use fast track
authority.

.\@Uﬂ‘q\.. Would the Administratier support this restrictisn on its’

authority?

-~- Congress could disapprove nagotiations under two
circumstances:

(1} tae Finance or Ways and Means Committee could disapprove
of the president'’'s negotiations with &0 days of notificatien
from the White House that negctiaticns are set to begin, or

(2) the full Congress can disapprove of ongoing
negotiations, based on the failure of the president to
consult Congress.

Similaxr provisions are included in the 1988 Act. Would the
Administration accept this provision?

(2) In your written testimony, you each mentioen the importance
of American leadership on global labor and anviroamental

o tzndards, but neither of you mention a specific agenda to

%gﬂb‘ nagotiate labor or environmental ag-eements.

-- Does the Administration have specific goals to negotiats
lzbor or environmentsl agresments?

- Will these plans be altered by the Finance Committes bill?
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v\~ Senator Slade Gortan
V\U o) Question for Commerce Committee Hearing on Fast Track
N L\\(/ September 30, 1997

RN

Q: Ambassador Barshefsky, as you know, Mexico impased a 101.1 percent prohibitive duty
oxn 2)l red deficious and golden delicious apple imports from the United States on September 1.
This action has effectively shut the U.3. apple industry out of its aumber ane export market and
has literally stranded shipments of epples at the U.S. - Mexico border.

At a time when the Administration is seeking Congressional appcaval of fast track trade
negontiating authority, this arbitrary acrion on the part of Mexico raises serious questions about
the benefits of fres trade agreements. We have a free trade agreement with Mexico, yet Mexico
has chosen to ignore its obligations under NAFT A and the WTO to protect a small group of
apple growers.

When I travel back 1o my home state of Washingron, the largest producer of apples in the U S.,
many people ask me how Mexico can shut our apples out of their market when Mexdco is a
signatory to NAFTA. I tell them that under NAFT A, we do have some recourse, but thar the
process is long and arduocus, That is why [ have written letters signed by my colleagues in other
apple producing states to you, Secretary Daley, and the President asking for some immediate
action. 1 know that you are commirted to resolving this problem, but I am concerned that a
resoluticn of the issue through NAFTA and WTO channels will be oo long in coming. It seems
1o me that the best way to fix the problem is for the President to speak personally with the
President of Mxico. '

Can you tell me what actions the administration has taken ar plans to take to restore U.S. apple
exports to Mexico? Would you recommend that the President himself step in on behalf of U.S.
apple growers?
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- » QUESTIONBY SENATOR DANIEL K. INOUYE
FOR AMBASSADOR CHARLENE BARSHEFSKY
UNITED STATES TRADE REPRESENTATIVE

Before the Senate Committee on Commerce,
Science, and Transportation
September 30, 1937

There are some recent, promising developments in the World Trade
Organization (WTO) that should help demonstrate the value of trade
agreements for U.S. commerce. Two U.S. agricultural cases against
the European Union--one involving bananas, the other involving beef

?pb\‘y\ hormones--have received favorable WTO rulings. If the United
States can obtain full and prompt compliance from the European
Union, won't this go a long way towards building confidence in the
WTO and trade agreements generally? In this regard, is the United
States taking all necessary measures to ensure full compliance by
the European Unicn in these two highly watched, precedent-setting
cases? -
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Suggested Questions on New Financc@rﬁﬁgﬁl T

Question #1:

On Wednesday, the Finance Committee is scheduled to mark up their own fast track bill,
which was just made public a couple hours ago. I would like to ask you about the
Administration’s support for that bill, specifically:

-- The President’s authority would be strictly limited regarding negotiations on a
range of issues including labor and environmental standards. If negotiations result
in an agreement that would alter U.S. law in any of these areas, the President would
not be entitled to use fast track authority.

Would the Administration support this restriction on its authority?
Answer:

Certain types of foreign government regulation and practices, including those relating to labor
and the environment, can be used to provide a competitive advantage to local producers, services
providers, and investors. Measures of this type may have an important impact on U.S. exports
and on investment flows, and thus are the proper subject of fast track trade agreement
negotiations. Government regulation in the environmental or labor areas that discriminates
against U.S. goods, services, or investment, or whose object is to attract investment or inhibit
U.S. exports -- such as by lowering or derogating from existing environmental or labor standards
-- fall within this category.

The bill reported out of the Senate Finunce Committee recognizes that these areas are the proper
subject of fast track trade agreement negotiations. At the same time, the bill also makes clear
that fast track negotiations and implementing legislation should not be used to bind U.S.
Govermment discretion in setting Jabor and environmental or labor policy. The Administration
agrees with this approach, and would expect to address more general international labor and
environmental matters, where appropriate, through other negotiations and legislation.

-~ Congress could disapprove ncgotiations under two circumstances:
(1) the Finance or Ways and Means Committee could disapprove of the President’s
negotiations with 60 days of netification from the White House that negotiations are

set to begin, or

(2) the full Congress can disapprove of ongoing negotiations, based on the failure of
the President to consult Congress.

Similar provisions are included in the 1988 act. Would the Administration accept

DRAFT



10/16/97 18:14 8202 395 4656 USTR CONG AFFRS (do17/022

DRAFT

With regard to paragraph (1) above, the bill reported by the Finance Committee provides that if
thc Ways and Means and Finance comiuittees disapprove a particular negotiation within 90 days
of receiving notice of the President’s intent to procced with the negotiation, fast track will not
apply to that negotiation.

Answer:

The Congressional fast-track withdrawal provision referred to in paragraph (2) is largely the
same as it was under prior law, with the exception that under the bill reported by the Finance
Committee it applies both to taritf and non-tariff negotiations and covers a failure by the
President to notify as well as a failure to consult.

The Administration is prepared to accept both conditions, although it does not consider either to
be uecessary in order to ensure the close Congressional-Executive cooperation that is a chief
object of the bill.

Question #2

In your written testimony, you each mention the importance of American leadership on
global labor and environmental standards, but neither of you mention a specific agenda to
negotiate labor or environmental agreements.

--Does the Administration have specific goals to negotiate labor or environmental
agreements?

--Will these plans be altered by the Finance Committee bill?
Answer:

The Administration remains committed to encouraging respect for core labor standards on a
global basis and to cncouraging sustainable development. We are pursuing these objective
through a variety of means. The Finance Committee bill does not undermine or alter the
Administrations plans in these areas.

For example. with respect to core labor standards, the Administration will, among a range of
initiatives on this topic: 1) continue to pursue the creation of 2 Working Group in the WTO to
examine trade and labor standards; 2) continue to seek the establishment in the ILO a mechamsm
for the systematic examination of and reporting on the extent to which ILO members promote
and enforce core labor standards; 3) build on the 1995 Inter-American Conference of Ministers
of Labor at the 1998 Labor Ministerial by seeking progress on encouraging respect for core labor
standards in the Americas; and 4) seek to conclude labor and environmental cooperation
apreements with Chile modeled on the NAFTA agreements currently in existence in North
America.

The Administration’s specific negotiating objective on labor and environment says that we will,

DRAFT
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through the WTO, “promote sustainable development.” This and the other environmental
objective in principal negotiating objective 7 (to seek to ensure that trade and environmental
protection are mutually supportive) are included to highlight the importance of continuing the
ongoing efforts among WTO members to make trade liberalization consistent with the optimal
use of the world’s resources and environmental protection, and to clarify the relationship
between trade and environmental policies -- a process that was begun with the creation ofa
Committee on Environmental Measures and International Trade in the early 1970s and
institutionalized by the WTO in 1994 with the creation of the WTO Committee on Trade and
Environment (CTE).

The Administration intends to pursue these two negotiating objectives by carefully taking into
account the relationship between trade and environment both in formulating negotiating positions
and in the course of the negotiations themselves. The Administration will work to ensure that
trade protectionism in the guise of environmental protection is not countenanced, while at the
same time ensuring that trade rules do not threaten the ability of the United States -- or that of
other govermments -- to protect domestic environmental policy interests. In addition, the
Administration will look for situations where trade liberalization can enhance environmental
protection and vice versa.
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USTR Responses to Question from Senator Gorton
Senate Commerce Committee

Hearing on Fast Track @ ﬁ A %%: T

held 9/30/97
Question:

Ambassador Barshefsky, as you know, Mexico imposed a 101.1 percent prohibitive duty on
all red delicious and golden delicious apple imports from the United States on September 1.
This action has effectively shut the U.S. apple industry out of its number one export market
and has literally stranded shipments of apples at the U.S.-Mexico border.

At a time when the Administration is seeking Congressional approval of fast track trade
negotiating authority, this arbitrary action on the part of Mexico raises serious questions
about the benefits of free tradc agrecments. We have a free trade agreement with Mexico,
vet Mexico has chosen to ignore its obligations under NAFTA and the WTO to protect a
small group of apple growers.

When I travel back to my home state of Washington, the largest producer of apples in the
U.S., many people ask me how Mexico ean shut our apples out of their market when

" Mexico is a signatory to NAFTA. [ tell them that under NAFTA, we do have some
recourse, but that the process is long and arduous. That is why I have written letters
signed by my collcagues in other apple producing states to you, Secretary Daley, and the
President asking for somc immediate action. I know that you are committed to resolving
this problem, but I am concerned that a resolution of this issue through NAFTA and WTO
channels will be too long in coming. It seems to me that the best way to fix the problem is
for the Presidcnt to speak personally with the President of Mexico.

Can you tell me what actions the administration has taken or plans to take to restore U.S.
apple exports to Mexico? Would you recommend that the President himself step in on
behalf of U.S. apple growers? '

Answer:

This Administration shares your concerms both about the potential serious impact of Mexico's
actions to date on U.S. apple exports and the importance of doing everytlhung necessary to ensure
Mexico is abiding by its international obligations. Shortly after learning of this development
and after hearing from the U.S. apple industry and from interested Members of Congress, we
raised this issue at senior levels in the Government of Mexico. Our initial expression of concern
coming from the Special Negotiator for Agriculture at USTR. Furthermore, the Acting
Assistant U.S. Trade Representative for North American Affairs at USTR specifically traveled to
Mexico on October 8 to spell out our concerns in detail with senior Mexican officials. We have
made clear to Mexico that we find this situation unjustifiable. We will continue to press Mexico
at every good opportunity and will pursue additional high level efforts in this regard.
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We will also continue to work cooperatively with industry to develop the strategy to accomplish
our shared objective - to resolve this issue as quickly as possible. We will keep your office and
other interested Congressional offices informed of developments as we proceed.
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USTR Responses to Question from Senator Inouye
Scnate Commerce Committee
Hcaring on Fast Track
held 9/30/97

Question:

There arc some recent, promising developments in the World Trade Organization (WTO)
that should help demonstrate the value of trade agreements for U.S. commerce. Two U.S.
agricultural cases against the Europcan Union—one involving bananas, the other involving
beef hormones-- have received favorable WTO rulings. If the United States can obtain full
and prompt compliance from the European Union, won’t this go a long way towards
building confidence in the WTO and trade agreements generally? In this regard, is the
United States taking all necessary mcasures to ensure full compliance by the European
Union in these two highly watched, precedent-setting cases?

Answer:

Yes, there can be no question that compliance with trade agreements is key to building
confidence in those agreements. When we brought these cases, we predicted that each would be
a massive undertaking requiring months of effort by USTR litigators and negotiators, and our
predictions proved correct. In the hormones case we have also benefited from the wisdom and
analysis of legal and scientific experts clsewhere in the U.S. government. Fortunately, the results
so far have supported the investment we have made in the WTO dispute settlement process.

On September 25 the WTO Dispute Settlement Body (DSB) adopted, and the EU
unconditionally accepted, the WT() Appellate Body and panel reports on the EU banana regime.
With adoption, the rulings and recommendations of these reports have become rulings and
recommendations of the WTO, and the EU is now answerable to the WTO as a whole for their
implementation. '

The EU will announce its intentions regarding implementation at the next meeting of the DSB,
on October 16. Throughout this dispute, the United States has urged the EU, as well as its
member States, to comply with the results of the dispute settlement process. We have sent
USTR teams to several member States and used U.S. Embassies to stress the importance we
place on EU compliance with the WTO reports. We have reiterated our willingness to work
with the EU on a reformed banana regime that is consistent with the WTO and remedies the
discriminatory conditions imposed on 1].S. banana exporting wholesale distribution companies.
At the same time, changes to the EU regime should provide vulnerable Canbbean nations the
ability to continue to export bananas to the EU market.
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We believe the panel report in the hormone case confirms the value of the WTO Agreement on
the Application of Sanitary and Phytosanitary Measures in distinguishing legitimate food safety
requirements from unscientific and unjustified barriers to the exports of other WTO Members.
The panel agreed that the EU has no scientific basis for blocking the sale of American beef in
Europe. This is a sign that the W70 dispute settlement system can handle complex and difficult
disputes where a WTO member attempts to justify trade barriers by thinly disguising them as
health measurcs. The panel affitmed the need for food safety measures to be based on science, as
they are in the United States.

On September 24 the EU appealed the panel reports in the hormones cases brought by the United
States and Canada. The notice of appeal began another phase in this dispute, which will involve
more briefs and an appellate hearing in Geneva. The Appellate Body is now scheduled to issue
its report by November 23, but may extend this deadline by no more than 30 days if it is unable
to complete the report by November 23. '

We meet with EU representatives on many occasions and at many levels every year. We have
underlined to the EU the importance of these disputes to the United States and to the
effectiveness of the WTO dispute settlement mechanism -~ a mechanism of which the United
States and the EU are the two largest users. We will continue to remind the EU that we expect
the EU to bring its measures into full conformity with its international obligations.
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Question #7 R A FT

The Administration has argued that their fast track proposal would vastly expand the role
of Congress in the negotiating of new trade agreements. What will this include?
Specifically, how will a committee such as this one be involved in future trade agreements?

Answer:

The two fast-track bills currently pending in Congress contain what would be the most
comprehensive notice and consultation requirements ever included in fast-track procedures.
They provide that, even before negotiations begin, the President must inform Congress of what a
proposed agreement will look like and what it will accomplish. Some of these notice and
consultation provisions have been drawn directly from previous laws; others have been
strengthened or added. Together, they ensure that Congress will be apprised of critical
developments in trade negotiations and that Congress will have a meaningful opportunity to
comment before an agreement is final.

The House and Senate bills incorporate the notice and consultation provisions of the Omnibus
Tradc and Competitiveness Act of 1988. These include the requirement that, before entering into
a trade agreement, the President must consult with congressional committees having jurisdiction
over matters that would be affected by it. And, at least 90 days 1n advance of entering into an
agreement, the President must notify the House and the Senate of his intention to do so. Both
bills also adopt the previous requirements that the President obtain advice from the International
Trade Commission, the general public and congressionally-mandated advisory commuttees.

The bills go even further. They specify that, at least 90 days before initiating negotiations on an
agreement subject to fast-track procedures, the President must provide Congress with written
notice of his intention to enter into such negotiations. The notice must state the date on which
negotiations are to begin, the specific U.S. objectives for the negotiations, and whether the
President intends to seek a new agreement or changes to an existing agreement.

Importantly, the bills add the requiremeat that, both before and after submitting this notice, the
President would be obligated to consult with relevant congressional committees. As a practical
matter, this would mean that wherever 1he subject matter of an agreement falls within the
purview of the Commerce Committee, the President will consult with the Committee prior to and
throughout the course of negotiations. [n these consultations, the President would not only share
with the Committee his strategy and objectives for negotiations, but he also would keep the
Committee informed of dcvelopments as negotiations progress.

[n addition, both bills provide that no agreement subject to fast-track procedures may enter into
force unless, within 60 calendar days after signing an agreement, the President submits to
Congress a description of changes to existing laws needed to bring the United States into
compliance with the agreement. And, both bills enhance the role played by the advisory
committees by requiring that the appropriate committees provide Congress and the President
with their views on a proposed agreement at least 60 days before the President enters into it.
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Under the Senate bill, the President would have to inform Congress during the course of
negotiations of any contemplated side-ugreements he intends to enter into with the country or
countries in question, and he must notify Congress 90 days in advance of entering into an
agreement whether legislation not subject to fast-track procedures may be necessary. The Senate
bill also calls for closer consultations between the President and congressional advisers to
negotiating delegations.

Like the Senate bill, the House bill contains some unique provisions that supplement notice and
consultation provisions found in previous fast-track laws. The House bill would require advance
consultations regarding negotiations that would address subjects within the scope of that bill’s
negotiating objectives on labor, the environment and other matters, as well as trade barriers and
distortions. These consultations would include the manner in which the negotiations will reduce
or eliminate tariff or non-tariff barriers or foreign government policies or practices that decrease
market opportunities for U.S. exports oc otherwise distort U.S. trade.

In addition, before initiating negotiations on agriculture, the President under the House bill must:
(1) assess whether U S. tariffs on agricultural products are lower than the country or countries
involved in proposed negotiations; (2) consider whether tariff levels bound and applied
throughout the world on agricultural products are higher than U.S. tariffs; (3) consider whether
proposed negotiations provide an opportunity to address any such disparity; and (4) consult with
the Congress regarding the results of these considerations, whether it is appropriate for the
United States to further reduce its tarifis and how applicable negotiating objectives will be met.

Thus, the House and Senate bills make plain that, from the time the President determines that he
will enter into negotiations to the culmination of the agreement, Congress -- and the Commerce
Commiittee in particular -- will be a full partner in trade negotiations.

Question #8

The Administration’s draft would effectively waive the requirement for congressional
consultations in ongoing Information Technology Agrecment. What level of consultations
can this committee expect as part of the second phase of the Information Technology
Agreement?

Answer:

Section 6(a) of the Senate bill and section 106(a) of the House bill provide that the requirement
for the President to give pre-negotiation notice to, and engage in pre-negotiation consultations
with, the Congress, does not apply with respect to certain negotiations that are currently
underway, or that will have already commenced at the time fast-track procedures are renewed.
The provision is necessary because it will be impossible for the President to meet advance notice
and consultation requirements for negotiations that began before a final bill is enacted.

The purpose of the grandfather clause is only to exempt agreements designated in sections 6(a)
and 106(a) of the respective bills from those notice or consultation requirements that are
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triggered prior to the initiation of negotiations. All other notice and consultation provisions
would apply. Thus, such agreements will remain fully subject to the requirements that the
President consult with relevant congressional committees during negotiations and prior to
entering into an agreement; work closely with official congressional advisers in formulating
strategy and developing bargaining termus; receive advice from the general public, private sector
advisory committees, labor and environmental advisory committees, and the Intemational Trade
Commission; provide Congress with at least 90 days notice before entering into an agreement;
explain to Congress how the agreement is to be implemented; and supply Congress with
extensive supporting materials about the agreement.

Likewise. the grandfather provision would not affect the requirement that, during the course of
negotiations, the President must consult with all committees having jurisdiction over issues that
may be affected by an agreement. Such consultations are to include a description of the proposed
agreement, how and to what extent the agreement will achieve applicable negotiating objectives,
and plans for implementing the agreement. Failure to consult adequately under any of these
applicable provisions could lead to the withdrawal of fast-track procedures for the agreement in
question.

The bills make clear that the only agrecments that will qualify for the limited exemption arc
those: 1) regarding information technology products under the auspices of the World Trade
Organization; 2) contemplated under the World Trade Organization built-in agenda (regarding
financial services and rules of origin); and 3) involving a free-trade area with Chile. As the
Committee knows, negotiations for the Information Technology Agreement concluded in March
1997, and we cxpect the negotiations to supplement that agreement to begin shortly.
Negotiations on tules of origin have been in progress for some time. Negotiations with Chile
began in 1995.

Question #9

Senator Gramm asked during the Finance Committce hearings whether the President
could, and intended to, override State government right to work laws. Ambassador
Barshefsky indicated that she would look into that issuc. Do you have an answer today?

Answer:

The Administration does not intend to use fast track implementing legislation to make changes in
State right to work laws.

Question #10
Question #11
Another “principal trade objective” of your proposed legislation is to promote “sustainable

development.” How does thc Administration define ‘sustainable development,” and how
will you apply this definition to U.S. environmental laws during these negotiations?

o™ A Fmoe

<



10/16/97 18:11 8202 385 46586 USTR CONG AFFRS : fdlo13/022

ORAFT

Answer:

The concept of “sustainable development” does not imply any specific policy commitments, but
rather a particular approach to policy making. A widely embraced concept, it has been included
in numerous international agreements to which the United States is a party, including the 1992
Rio Declaration and the NAFTA (both signed and negotiated by President Bush) and the WTO
Agreements. The UN’s Brundtland Commission definition is widely used:

development which "meet|s] the needs of the present without compromising the ability of
future generations to meet their own needs.”

-- The World Commission on Environment and Development (The Brundtland
Commission), Our Common Future (Oxford: Oxford University Press, 1987).

Agenda 21, the Plan of Action of the 1992 Rio Summit, identifies trade liberalization as an
important component of sustainable development.

This concept is incorporated into the Preamble to the WTO Agreement (in which parties comumit
to conducting their trade and economic relations so as to *. . . allow[ ] for optimal use of the
world’s resources in accordance with the abjective of sustainable development. . ) Similarly,
in creating the WTO Committee on Trade and Environment (CTE), WTO members, at U.S.
insistence, committed to promoting sustainable development and the aim of making international
trade and environmental policies mutually supportive.

The Administration intends to pursue this negotiating objective by carefully taking into account
the relationship between trade and environment both in formulating negotiating positions and in
the course of the negotiations themselves. The Administration will work to ensure that trade
protectionism in the guise of environmental protection is not countenanced, while at the same
time ensuring that trade rules do not threaten the ability of the United States -- or that of other
governments -- to protect domestic environmental policy interests. In addition, the
Administration will look for situations where trade liberalization can enhance environmental
protection and vice versa.

Finally. under the President’s proposal the Administration will notify Congress before entering
into any negotiations to which fast track procedures apply, will lay out its specific environmental

~ objectives, if any, in advance of initiating negotations, and will consult closely with Congress
and our private sector advisors regarding those objectives as well as other aspects of the
negotiations throughout the process.

Question #12

Some special intcrest groups claim that one way to protect American workers is to prevent
the passage of fast-track legislation. Is there any way in which not passing fast track
legislation will help the American worker?
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Answer: E) R FT
Economic prospects for American workers will be hurt, not helped, if fast track legislation is not
passed.

A principal issue in the global economy facing American workers is that over the last 6 decades
the U.S. market has become largely open to imports while others -- particularly in now strong
growing middle and low income countries -- remain more restricted. Even under these
conditions, U.S. workers face international competition every day and generally succeed; what
fast track is especially about is the Congress and President working together to close differentials
in market access between the United States and our major trade partners in order to further
expand the benefits of international trade for U.S. workers.

Fundamentally, the growth in the real compensation of American workers depends on growth of
average productivity -- output per hour worked -- with more rapid productivity growth setting
the stage for faster real compensation growth. The removal of foreign trade barriers helps
enhance productivity growth and thus real labor compensation, by expanding production for
export of America’s most productive industries. U.S. non-supervisory jobs supported by goods
exports pay wages that are 13% to 16% above the U.S. national average, reflecting the higher
labor productivity in U.S. exporting sectors. Academic studies have likewise found that jobs in
predominantly import-competing sectors pay wages significantly below the U.S. national average
and frequently have lower than average output per hour worked. Agreements that would be
negotiated to open foreign markets and considered by the Congress under fast track procedures
have the effect, therefore, of gradually shifting the composition of U.S. job growth over time
toward more productive, more renunerative forms of employment. More open markets, in other
words, help U.S. workers work “smarter” and earn more, by allowing the nation to expand output
of the goods and services that it produces better than anywhere else in the world.

If fast track legislation is not enacted, U.S. workers -- current workers and young people not yet
in the labor force -- will lose opportunities for higher paying jobs, and the country will lose an
important opportunity for enhancing economic growth.

While the Administration recognizes that U.S. workers overall benefit from agreements to open
foreign markets further to U.S. exports, it also recognizes that not every individual worker in the
country is on the right side of this economic change. By far the largest source of job
displacement in the U.S. economy is not trade, but, rather. technological advance -- be 1t
automation on the factory floor or information technologies in the office. Some, not all, imports
displace U.S. jobs, but academic studies agree that trade is a2 much smaller source of
displacement than other factors. ln trade agreements, the Congress and this Administration have
been particularly sensitive to any job Joss from imports. That is why the market opening
elements of trade agreements are always phased in over time, with the most sensitive sectors for
individual workers usually in the longest time frame. Also, special adjustment provisions such
as the NAFTA-TAA also seek to provide the best available level of public assistance to those
U.S. workers seeking retraining, new jobs, and/or interim income support because of job loss
associated with imports.
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From the national economic interest point of view, the situation is quite clear. Market opening
agreements, enabled by fast track procedures, expand U.S. average labor productivity, average
labor compensation, living standards and economic growth rates. For those individual workers
on the wrong side of such generally beneficial change -- be from trade, technology or the shifting
composition of U.S. consumption due demographic shifts -- the best answer is not to inhibit the
sources of change, but rather to assist individuals in acquiring the skills and knowledge to
succeed in the evolving and increasing skill-oriented U.S. labor market.

Question #13

According to your proposed fast-track legislation, all environmental and labor provisions
of the trade agreements must be negotiated through the WTO or ILO.

(a)  Does this mean that future trade agreements will not establish independent
organizations on Libor and the environment, such as the North American
Development Bank and Commission for Environmental Cooperation?

(b) It has been reported that Chile has already agreed to include labor and
environmental provisions in a NAFTA expansion agreement. How would
passage of fast-track legislation with the current language on environment
and labor issues affect these negotiations?

Answer:

The Administration’s proposal on fast track authority does not undermine the President’s
commitment, or capacity, to encourage other countries to both respect the rights of workers and
to protect the environment. Specifically, the Administration’s fast track proposal does not limit
the President’s capacity to pursue intemational labor or environmental initiatives consistent with
his longstanding commitment to these objectives, and for which we plan to continue our efforts.
These include efforts in the WTO, the ILO, the OECD and in both the Americas and Asia 10
encourage cooperation with respect to workers rights and the environment.

As to whether the Administration will seek to establish “independent” organizations on labor and
the environment in the context of negotiating a trade agreement, as a general matter the
Administration will consult closely with the Congress with respect to its objectives in regards
particular trade agreements where the President will seek to utilize the fast track procedures to
implement the accord. More specifically, should the President determine it appropriate to
negotiate the creation of such institutions in the context of a negotiating a trade agreement with a
country(s), the Administration will consult the Congress in advance before making any decisions
to pursue such a course of action, particularly if the approach has implications for U.S. law.

In regards Chile and how the Administration plans to proceed, the Administration’s proposal
does not legally preclude the Adminisuation from reaching agreements like the NAFTA labor
and environment agreements with Chilc. In fact, Chile has indicated its willingness to conclude
NAFTA modeled labor and environment agreements with the U.S. as it did with Canada.
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RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANDUM

It your responsae to this request for views is short (e.g., concur/no comment), we prefer that you respond by
e-mail or by faxing us this respanse shaet. If the response is short and you prefer to call, please call the
branch-wide line shown below (NOT the analyst's line) to leave a massage with a loglslative assistant.

You may also respond by:

{1) calling the analyst/attorney's direct lina {you will be connected to voice mail If the analyst does not
answer); or

(2} sending us a memo or letter
Please include the LRM number shawn above. and the subject shown balow.

TO: Annatte E. Rooney Phone: 396-7300 Fax: 395-5691
Office of Management and Budget
Branch-Wide Line (to reach legisiative assistant): 395-8194

FROM: . _ (Date)

{(Name)

_{Agency)

{Telephone)

The following ig the reponse of our agency to your request for views on the above-captioned subject:
Concur
__ .. No Objection
___ No Comment
____...See proposed edits on pages _

_ Other:
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Honorable John McCair/Honorable Daniel K. Inouye

Committee on Commerce, Science and Transportation
Washington, D.C. 20510-6125

Dear Mr. Chairman/Scnator Inouye:
Enclosed are the responses to your follow-up qucstions from the
September 30 hearing on fast track 1f | can be of further assistance,

please let me know.

Sincerely,

Secretary of Commerce

cc: Honorable Ernest F. Hollings
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The Honorable William Daley
Sacretary

U.S. Dmpartment of Commerce
Warhington, D.C. 20330

Dear Mxr. Secretary:

I am submitting te you additional queptions to be ineluded
in the record for the September 30, 1997 hearing on the
Precident’p Requoot for Fact Tradk Trade Nogotiating Authority.

i would apprecilate your assiptance in obtaining anewers from fhe
appropriate Dopartmcntal offiecials. Answers would be appreaciated
by October 17, 19397.

I am also including a question that was submitted by Senator
Daniel K. Inouye. Pleas¢ woud your renionss to thip quustion
directly to the Senator's office as well as the Committee.

Thank you for your attention to this mattex.

Sincerely,

. A
Jo McCuin
. Chairman.
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POST HEARING QUESTIONS

Question 1:

My colleague, Senator Hollings, frequently argues that most trade agreements have been enacted
without fast track. How do you justify, then that fast track is naceeary for future trade
agregments?

Answer: T

The President has suthority to negotiate with foreign parties. Most of the agroements Scnator ,

Hollings is referencing have been agresments that break down foreign barriers in a particular

sector, not requiring the United States to take any action on its own that would call for
legislation. But in the case of reciprocal agreements like the Uruguay Round and the NAFTA, the

United States had to take legislative action because we were also reducing U.S. tariffs and making
changea to U.S. law.

As we look at the fiiture, the upcoming agenda in the Werld Trade Organization in such areas as
agriculture, government pracurement and intellectual property as well as the second phase of the
Information Technology Agreement may result in changes to U.S. taniffs, as well as possible
changesto U.S. law. These changes would necessitatc consideration by the Congress of
implementing legislation using fast track procedures.

America’s future prosperity i3 increasingly tied to tha expansion of the global economy. Ina
world where aver 96 percent of the world’s consumers live outside the U.S. and the global
economy is expecied 1o grow at three times the rate of the U.S. eLonunly, we must continue 1o
export 1o be able to create more high skilled American jobs. Without fast track, America’s hands

will be tied in its ability to negotiate these critical agreements and drastically slow down our job
creating potential,

Over the past four years, one-third of our economic growth came from trade. To take advantage
of trade-related opportunities, we must continue to open export markets for America’s companies
and workers. If we don’t move forward, US workers and companies, from telecommunications
firms to agricultural producers, will lose out in foreign markets. With few trade barriers of its

own, the United States can only gain by negotiating the elimination of much higher barriers
oversess.

Question 2:

What is the impact of not passing Fast Track this year?

Answer:

Trado plays a key role in driving our cconomic cngine and has accounted for ofiecthird of our
economic growth in the last four years. -In fact, without these export gains, our GDP today would
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be $230 billion jower.

We need fast track now for several negoliations sluted to slart in the near future. In the WTO, we
have government procurement negotiations starting later this year, intellectual property
negotiations starting in 1998, and agriculture in 1999. In the case of agriculture, for example, it is
incumbent upon the United States to engage more fully in what is now a $600 billion world
agriculture market. The government procurement negotiations are also especially important for
the Unlted States, s it s estimated that the MERCOSUR countries will spend $200 blllion over
the next decade and they currently are subject to no government procurement disciplines under
the WTO, and are free to discriminate against U.S. finns.

The proliferation of trade agreements in recent years that exclude the United States demonstrates
the importance of not standing on the sidelines. For example, over the past three years, over 20
trade agreements have been signed with countries in the Western Hemisphere to which the United
States i8 not a party. There is opportunity in the global marketplace -- if we choose to take it. If
wo ohooge not to, then the economic growth and jobs of tomorrow will go to those who take that
challenge today. Unfortunately, in today’s global competitive economy, the status quo does not
mean standing in place; it means talling behind.

Question 3:

Can you tell us the status of the Free Trade Area of the Americas (FTAA) Agreement? Is this
agreement at threat if fast track is not enacted?

Answer:

Sincy the Miami Summit, trade ministers and the private sectors of all participating countries have
met in Denver (in July 1995), in Cartagena, Colombia (in March 1996), and most recently, in Belo
Harizonte, Rrazil (in May 1997). Working groups were established thst arc examining 12 policy
areas that would form the basis of an agreement. In addition, business facilitation measures are
being identifled and ayreed to in line with the Presidential directive 1o achieve concrete progress
by the end of this century.

At the Belo Horizonte Ministerial meeting, Trade Ministers from the 341 democratic countries in
the hemisphere reached agroement that formel FTAA negotiations should begin after the 2nd
Summit of the Americas meeting in Santiago, Chile in April 1998. Thereis also a commonality ot

views that the FTAA will be based on the WTO agreements and be completed on schedule in
200S.

Without fast track, it will be very difficult for the United States to participate in these
negotiations. Fast track authority is viewed by the countries in the Hemisphere as critical to the
FTAA ncgotiations and as a symbol of the United States commitment to the region. Countries
have made clear that they dc not want to negotiate with the United States without fast track.
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These countries are moving ahead without us.
Question 4 ;

IHas any foreign leader stated dm:ctly that they will not negotute trade agreements without fast-
rack?

Answer:

While most foreign leaders will not comment on another country’s ongoing domestic
deliberations, the Chileans and President Frei have made it clear that free trade negotiations with
Chile will not start without Congress renewing fast track negotiating authority. Singapore’s
Prime Minister Goh said at a recent US-ASEAN Business Council-sponsored conference that if
the President is able to secure fast track he would like to see the Uniled States explore the
poss:bnlnty of a US-ASEAN FTA. The Latin American Economic System (SELA) issued a report
in Septomber that described fast track nogotiating authority as “vital 16 the proccss of the
conformation of the Free Trade Area of the America (FTAA)."

In 1995, a series of discussions took place in Mexico City between the NAFTA partners and
Chile, covering all aspects of Chile’s trade and investment regime, in an effort to ease its entry as
the fourth member of NAFTA. Chile was willing to discuss issues in each of the sectoral areas
(e.g., tariffs, intellectual property rights, etc). Chile proved cooperative, willing to angwer
questions, and provide background information in each of the subject areas, despite the fact that it
was under attack from & number of internal critics for negotiating with the United States in the
absence of “fast track™ negotiating authority However, once it became clear that fast track was
not a possibllity, the discussions ended, and Chile begua luvking fur other trade opportunities,
eventually negotiating a separate trade arrangement with Canada and associate status with
MERCOSUR. By the middle of 1998, Chile will have negotiated trade agreements with every
nation in the Western Hemisphere except two - Cuba and the United States.

Question 3:

What is the current status of talks with Chile concerning NAFTA? Do you find that the Chileans
are becoming tougher negotiating partners because they already have, or are in the process of
negotiating, trade agreements with MERCOSUR, Canada, and Mexico?

Answer:

Immadiately following the Summit of the Americas mesting in Miami in Deccmber 1994,
President Clinton, Canadian Prime Minister Chretien, Mexican President Zedillo and' Chilean
President Frei jointly announced their intentiun to begin trade negotiations-regarding Chile.
Negotiations officially began in June 1995 and much progress was made toward reaching « free
trade agreement with Chile. However, the failure to renew fast track negotiating authority, which
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expired at the end of 1994, caused these negotiations to stall. Chile was unwilling to continue
negotiations on its most scnsitive tradc issucs without the assurance that Congress would not be
able 10 amend the agreement.

During Chilean President Frei’s state visit to Washington, D.C. in late February, President Clinton
renewed his commitment to sign a comprehensive free trade agreement with Chile. Once the
Administration has successfully received fast track authority from Congress, the Adminigtration
expects to reopen its negotiations with Chile. A comprehensive trade agreement with Chile will
be a vital step toward the broader goal of the FTAA.

While the U.S -Chilean negotiationa have been stalled, Chile has concluded trade ngreements with
several hemispheric countries: an association agreement with MERCOSUR that provides free
trade between Chile and MERCUSUK; a Free ‘Lrade Agreement with Canada modeled on the
NAFTA; and Mexico and Chile are working to expand their bilateral agreement this year. These
arguments do not address some issues of importance to the United States, but until we recpen
ncgotiations, we will not know the Chilcan ncgotiating position. By next summer, Chile expects
to have a free trade agreement with every country in the Western Hemisphere except Cuba and
the United States if President Clinton is not granted fast track authority.

Chile has said it views a free trade agreement with the United States as an intemationally
recognized stamp of approval attcsting to the openness of the Chilean economy and the suvcess of
their economic reforms.

We have not been able to negotiate with Chile since fast track expired in 1994, As such we can

not make an assessment of how tough they have become: Clearly they have gained experience
froin theit negutiations with MERCOSUR, Canada and Mexico.
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Question 6:

It is obvious that MERCOSUR is moving to consolidate a free trade bloc in South America.
Canada and Mexico are in negotiations with MERCOSUR, And, European Union and

MERCOSUR have opened negotiations. Is a free trade bloc being constructed that will exclude
us? What i3 the rigk 10 our workers If that happens?

Angswer:

Yes, Canada, Mexico and the European Union are all actively engaged in trade negotiations with
MERCOSUK. Europe competes head-to-head with the United States as the major supplier to -
Latin America. In just the last few yecars, the European Community hay set up 28 “Eurocenters”
throughout Latin America to ensure, as French Prime Minister Chirac declared in his visit last
ycar, “Tho futurc of Latin America is ... in Europe,” not with the United Statcs. Taking
advantage of our position on the sidelines, the EU -- already the world’s largest trading bloc - is
poised tar a major expansion in the hemisphere and recently announced that it would conclude an
EU-MERCOSUR free trade agreement before the end of 1999

As such, not only does the United States have the distinction of being the only niajor country in
this hemisphere that does not have a free trade agreement with Chile, but by the turn of the
century the United States may find itself disadvantaged across-the-board in markets which, by
sheer geography and historic ties, ought to be establighing their clngedt rrade relationships with us.

(f the United States is unable to conclude hemispheric trade agreciienty, U.8. companies and U.S.
workers stand to lose. Trade plays 4 key role in driving our economic engine and accounted for
one-third of our economic growth in the last four years. Without these export gains, our GDP
would be $230 billion lower Today exports account for one out of every five manufacturing
jobs.

Question 7:

The Administration has argued that their fast track proposal would vastly expand the rolc of

Congress in the negotiating of new trade agreements. What will this include? Specifically, how
will 2 committee such as this one be invoived in future trade agreements’.

Answer:

As 1 explined in my testimony before the Committes, we take our consultations with Congress
very seriously and regard thesc consultations as one of the strengths of the fast track process.
The Administration envisions substantial consultations w'th Congress at every step along the way
-- before, during and aRer trade agreement ncgotiations. The bills currently moving through
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Congress, as well as the President’ s initial propoasal, ensure Congress a central rola in trade
ncgotiations, inchiding specific requiremonts that committees with jurisdiction over the subject
matter of 4 particular sgreviment be consulted. Indeed, the degree of consultation with Congress
called for under these bills is far greater than that ever before undertaken. As we move the fast
track proposal forward in the coming weeks, I am committed to work with you to ensure the
consultation process is adequate and appropriate.

Question 8:

The Administration’s draft would effectively waive the requirement for congressional
consultations in ongoing Information Technology Agreament. What level of consultation can this
committee expect as part of the second phase of the Information Technology Agreement?

Answer:

The legislation reported out by the Senate Finance Committec, as well a3 tho Administration’s
drafl proposal, waives only the notics and consultation requirements normally required before
ncgotiations are initiated, it such negotiations were commenced before the date of enactment of
fast track authority. All of the other Congressional consultation requirements continue to apply to
these negotiations. 1recognize the importance of this sector to this committee and will ensure
that this committec is fully consulted as the negotiations on the second phase of the Tnfunnation
Technology Agreement proceed.

Question 9:

Senator Gramm asked during tho Fiusnce Comnittes heutings whether the President could, and
ntended to, override State government right to work laws. Ambassador Barshefsky indicated
that she would look into that issue. Do you have an answer today?

Auswer:

The President has no intention of overriding State right-to-work laws. It is my understanding that
Senator Gramm's question came up in the context of a discussion about the impact on state right-
-to-work laws of the United States’ adoption of the ILO Declaration. According to the
Departinent of Labor, by accepting the ILO Declaratior, the United States would be reaffirming
its longstanding belief in and adherence to the principles relating to the tundamental rights of all

working people, regardless of their countrics’ level of economic development. These principles
are known as core labor standards.

Even ILO Conventlon No. 87, which speifically deals with freedom of association and the right
t organize, would not preciude any of our States from enacting right-to-work laws. According
to the ILO Committee of Experts, the body responsible for interpreting Convention Na. 87, the
Convention leaves it to cach member statc to decide whether it is appropriate 10 guarantee the
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right of workers to not join & labor organization, and systems which prohibit union security
practices in order to guarantee the right to not join arc compatible with Convention No. 87.

Question 10:
In the “Principal Trade Objectives” section of your proposed legislation, you list promoting

“respect for internationally recognized worker rights” through the WTO, and
establishment of the International Labor Organization as a “mechanism for 3 gystematic
examination of, reporting on, and accountability for the extent to which member
governments promote and enforce core labor standards.”

Does the Administration have plans to use the WTQ and [LO to open up negotiations on labor
issues as part of its major tradc agenda?

Answer;

We believe certain labor issues bear a significant relationship to the trade agende and we are
committed to progress in these arcas. In international fora, particularly in the Intemnational T.abor
Organization, the Administration has made sigaificant progress in defining and advancing core
labor standards, including the right to organize and bargain collectively, ficedum of ussuciation,
prohibition on exploitative child labor, a prohibition on forced labor, and a commitment to non-
discrimination in employment. We intend to continue to address worker rights in a variety of

fara

Question 11:

Another “pnincipal trade object” of your proposed legislative is to promote “sustainable
development.” How does the Administration define “sustainable development,” and how will you
apply this definition to U.S. environmental laws during thesc negotiations?

Answer:

The Department uses the same definition as used in the 1987 report by the World Commission on
Environment and Development. Sustainable development is defined as “development that meets-the
needs of the present without compromising the ability of future generationy to meet their own needs".
In practical terms, trade Liberalization can contribute to sustainable development in 2 number of ways:

. First, liberalized trade generates increased economic efficiencies and increased wealth, both
ot which can make resources available for environmental protection.

. Related to this, steps should be taken when pursuing trade liberalization to assess the potential
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environmental consequences in order to ensure that complementary snvironmenial policies
can be developed, where needed. This will help ensure that the economic gains to society
from liberalized trade are not undercut by environmental degradation.

. Trade liberalization also fosters increased competition and spurs technological innovation.
Where technology permits production of goods or services with lower resource consumption
and increased efficiency, this cin have positive environmental consequences.

. Addidenally, countries participating in trade agreements can agree that It is lnappropriate to
“compete” for investment or to stimulate exports by relaxing existing environmental standards
or their enforcement.

Question 12:

Sume special interest groups claim that one way to protect American workers is to prevent the

passage of fast-track legislation. Is there 8 way in which not passing fast-track legislation will help
thc American workcr?

Angwer:

No. The jobs of tomorrow are going to go ta those who seize the opportunity today. If we choose
to stand still, our competitors will move ahead. In today's global competitive economy, the statuy
quo means falling behind.

Trade agreements are for all UJ.S. companies and all T].S. workers The dollar impact of increased
export sales reverberates throughout our economy, even affecting those companies and workers
wlhose products are not expuited, whose pruduct is incorporated by their domestic customer into a
product that is ultimately exported. Boelng Corporation, for example, procured more than $13

billion in components, parts and other goods and services from suppliers across every state in the
United States.

Export-related jobs pay roughly 15 percent better than jobs in the non-traded sector. More and more
U.S. jobs are dependent on exports — an additional 2.2 million jobs since 1992. Rising exports
increase U. S, living standards by putting our resources to work at what we do best. The rea! incomes
of every segment of the U.S. workforge inoreased between 1993 and 1996, with the largest
percentage increase for the lowest-paid workers.

In a dynamic, highly competitive economy such as the United States, workers continually shift johs
because of the growth in employment of more competitive firms and the decrease of less competitive
firms. As a result, even in a vigorous, healthy cconomy such as oura some workers are losing jobs
and a small share of these jobs are at the expense of increased imports. However, in & healthy
growing economy it is far easier for those workers to find rewarding new jobs.
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Question 13:

According to your proposcd fast-track legislation, ali environmenial and labor provisions of trade
agreements must be negotiated through the WTQ or ILO.

(3)  Does this mean that future trade agroeements will not establish independent organizations on
labor and the environment, such as the North American Development Bank and Commission
for Environmental Cooperation?

(b) Tt has been reported that Chile has already agreed to include labor and environmental
provisions in s NAFTA expansion agreement. How would passage of fast-track legislation
with the current language on environment and labor issues afFect these negotistions?

Answer:

() Theidentification of the World Trade Organization and the International Labos Orgaiication ay
two important arenas for pursuing the Administration’s objectives with regurd to worker righis and
protection of the environment was not intended to prohibit negotiation of side agreements on labor
and the environment or the estahlishment of independent arpanizatinns wich as the North American
Development Bank and the Commission for Environmental Cooperation. The legislation reported
out by the Finsnce Conunites, which contains & number of provisiony addressing labor and the
environment, also recognizes that the President retains additional options for pursuing our labor and
environmental objectives. We will be taking each negotiation on a case by case basis to best evaluate
how to eliminate barriers and open foreign markets to U.§. products and services while continuing
10 raise standards for labor and environment.

(b) We are encouraged by Chile’s interest in addressing labor and environmental issues. However,
no decision has been made as to how to pursue these issues in the context of future U.S.-Chile
negotiations,



SUGGESTED QUESTIONS ON NEW EINANCE COMMITTEE BILL,

Question 1;

On Wednesday, the Finance Committee is scheduled to mark up their own fast track bill, which was
Just made public & couple hours ago. [ would like to ask you shout the Administration’s support tor
that bill, specifically:

- The President’s authority would be strictly limited regarding ncgotiations on a range of issues
including labor and environmental standards. If negotiations result in en agreement that

would alter U.S. law in any of these areas, the president would not be entitled to use fast
track authority.

Would the Administration support this restriction on its' authority?
- Congress could disapprove negotiations under two circumstances:

(1) the Finance or Ways and Means Committee could disspprove of the president’s
negotiations with 60 days of nutifivativn fiuin the White House that negotiations are set to
begin, or

(?) the full Congress can disapprove of ongoing negotiations, based on the failure of the
president to consult Congress.

Similar provisions are included in the 1988 Act. Would the Administration accept this
provision?

Answer:

The Administration supports the bipartisan legislation reported by the Senate Finance Committee on
October ! and looks forward to working with the Senate and the House of Representatives to
complete work on a fast track bill that will mect our shared cbjective of retaining the United States’
leadership in international trade.

With respect to your inquiries regarding specific provisions in the Senate Finance hill ralating to lahor
and the environment, we believe this language is consistent with the Administration’s objectives with
regard to labor and tho environment. We do not bolieve that the provisions in the Senats bill sclutinyg

to labor and the environment unreasonably restrict the ability of the President to pursue his
environmental and labor objectives.

In addition, the Administration supports the specific provisions referenced with regard to
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Congressional disapproval of fast track procadures for negotiations.

Question 2:

In your wrilten testimony, you each mention the importance of American leadership on global labor
and environmental standards, but neither of you mention a specific agenda to negotiato labor or
environmental agreements.

- Does the Administration have specific goals to negotiate labor or environmental agreements?
- Will these plans be altered by tho Finance Committee bilf?

Answer:

We will be taking cach agreement on a case by case basis to best cvaluate how to open markets to
U.S. products and services while continuing to raisc standards for labur and the cuvitomnent. When
appropriate, we will seek to negotiate labor and environmental agrcements under which countries
would make commitiments relating to labor and environment standards and enforcement. However,
the Administration ix pursning itq labor and envirnnmental yoals in a number of different fora. For
example:

v The United States has led the world in defining and promoting core labor standards -- the
right to organize and bargain collectively, freedom of association, a prohibition on exploitive
child labor, a prohibition on forced lsbor, and & commitment to non-discrimination in
employment.

. The Administration’s Sweatshop- Eradication initiative establishes an industry-wide
partnership with labor organizations and consumer interests on wage and workplace
conditions for apparel industry manufactures brings together labor union, buginesscs and
othcrs to cnd exploitive labor practices and improve working conditions, both here and
abroad. Companies have already pledged to accept external monitoring of the labor practices.

. The Administration established the Committes on Trade and Environment in the WTO, for
the first time ¢nsuring a permanent forum for addressing these issues. We arc confldent that
the combination of these tools will permit us to effectively advance our labor and environment
agendas.

We do not believe that these efforts would be affected by adoption of the language in the fast track
bill reported out of the Senate Finance Committcc.
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Questions from Chairman Roth

Question 1

The Administration’s proposal i1ncludes a number of topics under
the heading trade negotiating objectives, including labor and the
environment, that, broadly read, could be used to implement
potentially far-reaching changes in U.S. domestic law. How does
the Administration intend to use this authority? For example,
would this authority allow you to negotiate an agreement
requiring significant changes in the Clean Air Act or U.S. labor
laws?

Answer

The Administration does not intend to use fast track implementing
legislation to make changes in U.S. labor, health, or
environmental standards. We believe that fast track implementing
bills should properly be limited to amendments or additions to
U.S. law that are trade-related. 1In our view, changes in the
standards imposed by such broadly applicable environmental or
labor laws as the Clean Air Act, or the National Labor Relations
Act, to cite two examples, would not bear a sufficient nexus to
trade to be the subject of fast track implementing legislation.

On the other hand, Congress has repeatedly used fast track to
make largely non-controversial changes in U.S. law -- in the
areas of technical barriers to trade and sanitary and
phytosanitary standards, or in connection with safeguards
provisions and trade adjustment assistance -- that arguably were
health-, environment-, or labor-related. For example, to carry
out the WTO sanitary and phytosanitary agreement, Congress
amended sectlion 303 of the Federal Seed Act to provide for
publication of a notice after the Secretary of Agriculture
determines that imported alfalfa seed or red clover 1is not
adapted for general agricultural use in the United States. We
would consider that changes of this nature, where the
relationship to trade is a clear one and the change is necessary
or appropriate to carry out the trade agreement, fall within the
purview of the Administration’s proposal.

Finally, 1n considering the various negotiating objectives set
out 1n the President’s proposal it 1s important to bear in mind
the elaborate notice and consultations provisions included in the
draft legislation that will make the Congress a close partner in
developing and considering appropriate specific objectives for
particular negotiations. For example, as the President’s
proposal makes clear, the Admintstration will notify Congress
before entering into any negotiations to which fast track
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procedures will apply, will lay out its specific negotiating
objectives for the negotiations, 1if any, 1n advance, and will
consult closely with Congress and the official private sector
advisors regarding those objectives -- as well as other aspects
of the neyotiations -- throughout the process.

In order to create the maximum bargaining leverage with our
trading partners, and to ensure the greatest degree of support
for the agreements the President negotiates, it will be
imperative for the Administration to work hand-in-hand with the
Congress at each step. That has been the practice of this and
past Administrations in connection with fast-track trade
negotiations. It is a tradition that will be continued, and
enhanced, under the President’s proposal.

Question 2

The President’s proposal would limit access to fast track to
provisions which are necessary or appropriate to implement a
trade agreement and which are directly [sic] related to trade.
How do you define “directly related to trade” 1in thils context?
By reference to the negotiating objectives? What does
“necessary” mean (i.e., necessary to implement the agreement or
necessary to pass the implementing legislation)? Would you
consider adding a condition requiring provisions to be directly
related to the trade agreement submitted for Congressional
approval under the fast track?

Answer

Fast track legislative procedures are an expression of Congress’
internal rule-making powers. (See Section 5(c) of the proposed
legislation). Thus, in enacting the President’s proposal, the
Congress will be establishing procedures governing certaln
aspects of its own business. Since the Congress 1s a legislative

body -- rather than a court or executlve agency -- such
procedures ideally should be crafted in a manner consonant with
Congress’ broad, deliberative mandate. 1In our view, this argues

for a standard designed for application 1n a political body
rather than before a judicial tribunal.

The “necessary or appropriate” standard built into earlier fast
track legislation has afforded considerable latitude for the
inclusion of implementing provisions that were not strictly
required (“necessary”) to carry out a trade agreement. <Congress
has repeatedly made use of that flexibility to address trade
matters that did not always bear a direct relationship to the
implementation of the trade agreement itself. 1In fact, the very
first fast track implementing legislation -- enacted in 1979 --
was as much a “trade act” as an implementing bill. 1It, like most
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of its successors, was enacted with overwhelming support.

More recently, the flexibility inherent 1n the “necessary or
appropriate” language has enabled Members to address important
domestic concerns that arose in connection with the
implementation of particular trade agreements. For example, the
Congress included in the 1994 Uruguay Round legislation various
provisions addressing U.S. sovereignty concerns that were not
strictly “necessary” for carrying out U.S. obligations under the
WTO agreements. The same could be said of many other provisions
of that legislation, including, for example, the establishment of
future U.S. trade negotiating objectives.

The Administration’s proposal would guard against the possibility
that future fast track implementing bills could be used to enact

legislation unrelated to U.S. international commercial relations.
Provisions of this kind have, in fact, found their way into past

fast track bills. For example, the Uruguay Round Agreements Act

included provisions regarding the funding of pension plans.

We would caution against any formulation that would bind Members’
dlscretion so severely that they could not adequately address the
reasonable and relevant concerns of their constituents in
connection with the operation and effect of future trade
agreements. For example, 1t has proven desirable in past
implementing legislation to 1include provisions providilng
assistance to workers displaced by trade flows with the country
1n question. The Administration would want to ensure that fast
track germaneness requirements allowed for provisions of this
sort 1n future 1mplementing bills.

Finally, in considering whether the expression “related to trade”
(or other suitable formulation) should be further articulated, it
is Lmportant to bear in mind that the ultimate arbiters of such a
germaneness standard are the Members of the House and Senate
themselves. 1In the end, the question of whether particular
provisions, or classes of provisions, should be included or
excluded is political in nature and thus nct susceptible to
precise legal line drawing. Accordingly, in our view the
germaneness test 1s best framed as a general guidepost, with
sufficient flexibility for Members to meet legitimate and
pertinent constituent concerns.

Question 3
The proposal does not appear to include the type of disapproval
process used since the Trade and Tariff Act of 1984 for bilateral
trade free trade agreements. Instead, 1t appears that a
disapproval resolution would be 1n order only when the
consultation procedures had not be met. Does that mean that the
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Congress will no longer have the opportunity to register 1its
disapproval of a particular negotiation 1f the President has
satlsfied the procedural requirements set out 1in the bill? Why
was 1t necessary Lo make that change?

Answer

For many years, U.S. international trade agreements were largely,
if not exclusively, the province of the two Congressional trade
committees. Thus, as the Congress contemplated potential
bilateral free-trade agreements beginning in 1984, the Finance
and Ways and Means committees were provided exclusive authority
to foreclose the application of fast-track procedures to
particular bilateral free-trade agreements by disapproving free-
trade negotiations before they got underway.

Over the past ten years, the scale and scope of U.S. bilateral
free-trade agreements have increased dramatically. The number of
Congressional committees with a direct and abiding interest in
such agreements has grown proportionally. For example, over a
dozen Congressional committees held hearings and informal “mark-
ups” in connection with the NAFTA and its implementing
legislation. 1In the light of the widespread committee 1interest
in such agreements today, may not be possible to confine the pre-
negotiation provisions of fast track legislation to those set out
in the 1984 and 1988 acts.

Instead, the President’s proposal widens and deepens fast track
notice and consultations provisions. First, the proposal extends
to all fast track negotiations -- not solely bilateral free-trade
negotiations -- the requirement for the President to notify and
consult in advance of initiating negotiations. Second, the
President will be required to notify the Congress as a whole —-
not simply the two trade committees -- and to consult regarding
the proposed negotiations with every Congressional committee the
President believes to have an interest in the negotiations.
Third, at the same time the President will be required state in
writing his specific objectives for the negotiations, with the
understanding that these objectives will be a central part of the
consultations he undertakes with the committees.

The object of these dramatically enhanced advance notice and
consultat:on provisions 1s to ensure that all relevant
Congressional committees of jurisdiclion will be fully apprised
of, and have an opportunity to provide advice to the President
on, every fast-track negotiation prior to its launch. This means
that Congressional views will be fully taken 1into account before
a negotiation is initiated and will allow the President to adjust
U.S. negotiating objectives and positions to reflect
Congressional concerns and interests. These procedures will also

LN
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provide an opportunity for the President in relevant cases to
rethink the advisability of initiating particular negotiations
should the committees express significant reservations that could
not otherwise be addressed.

As a practical matter, no President will wish to negotiate a
fast-track trade agreement without support from key Members and
Congressional committees. Should he go forward with a
negotiation without adequate Congressional support, the President
would not only risk disapproval of any ensuing agreement but a
resolution of one or both Houses withdrawing the application of
fast track rules to that agreement.

Question 4

The proposal includes two negotiating objectives on the
environment -- (1) to “promote sustainable development” and (2)
to “seek to ensure that trade and environmental protection are
mutually supportive.” Please provide examples of how the
Administration intends to fulfill that objective as a practical
matter and how that 1nitiative relates to reducing trade barriers
abroad? For example, would this objective authorize the
President, in the Administration’s view, to negotiate agreements
that would significantly modify existing U.S. environmental
legislation and submit those proposed changes to U.S. law to
Congress under the fast track proposal?

Answer

The environmental objectives 1in Principal Negotiating Objective 7
are 1included to highlight the importance of continuing the
ongoing efforts among WTO Parties to make trade liberalization
consistent with the optimal use of the world’'s resources and
environmental protection, and to clarify the relationship between
trade and environmental policies -- a process that was begun with
the creation of a Committee on Environmental Measures and
International Trade in the early 1970s and institutionalized by
the WTO in 1994 with the creation of the WTO Committee on Trade
and Environment (CTE).

Both environmental components of this negotiating objective --
the promotion of “sustainable development” and the aim of making
trade and environment “mutually supportive” -- are widely
embraced concepts, and have been included in numerous
international agreements to which the United States 1s a party,
including the 1992 Rio Declaration and the NAFTA (both signed and
negotiated by President Bush) and the WTO Agreements.

The concept of “sustainable development” does not imply any
specific policy commitments, but rather a particular approach to
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policymaking. It has been described [where? 1f we don’t want to
say, should we adopt this formulation] as development which
"meets the needs of the -present without compromising the ability
of future generations to meet their own needs." This concept 1s
incorporated into the Preamble to the WTO Agreement (in which
parties commit to conducting their trade and economic relations
so as to ™ allow[ ] for optimal use of the world’s resources
in accordance with the objective of sustalnable development.

L) Similarly, in creating the WTO Committee on Trade and
Environment (CTE), WTO members, at U.S. 1nsistence, committed
to promoting sustainable development and the aim of making
international trade and environmental policies mutually
supportive.

The Administration intends to pursue these two negotiating
objectives by carefully taking into account the relationship
between trade and environment as we formulate negotiating
positions and as we participate in the negotiations themselves.
We will work to ensure that protectionism in the guise of
environmental protection is not countenanced, while at the same
time ensuring that trade rules do not threaten our ability -- or
that of other governments -- to protect domestic environmental
policy interests. We will look for situations where trade
liberalization can enhance environmental protection and vice
versa. For example, analysis has shown that many [some?]
agricultural subsidies that distort trade are also bad for the
environment. Seeking to reduce or eliminate such subsidies
would promote sustainable development. We would work to clarify
positive relationships between trade rules and environmental
policy objectives, as where, 1n the CTE, we are promoting a
recognition that sound intellectual property regimes 1in an
importing country facilitate rather than hinder the transfer of
environmentally beneficial technology. At the same time, 1n
negotiating trade agreements we would take care to ensure that
any new rules would not require us to repeal, or forego
developing, legitimate environmental laws and regulations 1in the
United States.

We want to be clear that the environmental objectives set out in
the President’s proposal are not intended to suggest that the
Administration seeks to negotiate environmental standards through
the WTO, or other trade negotlations. Nor would the objectives
lead to legislation changing U.S. environmental standards through

fast track procedures. Our linterest 1n pursulng environmental
issues through the WTO is, as we and other WTO members stated in
creating [(?] the CTE: “to coordinate the policies in the field

of trade and environment, and this without exceeding the
competence of the multilateral trading system, which is limited
to trade policies and those trade-related aspects of
environmental policies which may result in significant trade

4, 1997 FEL NO: (cud) 395 3911 #40 /b8 PFHGE: ¢
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effects fur its members.” (Preamble to Marrakesh Decision on
Trade and Environment)

Finally, as the President’s proposal makes clear, the
Administration will notify Congress before entering into any
negotiations to which fast track procedures will apply, will
lay out its specific environmental objectives, if any, in advance
of 1nitiating negotiations and will consult closely with
Congress and our private sector advisors regarding those
objectives as well as other aspects of the negotiations
throughout the process.

Question 5

The proposal includes an initiative designed to promote respect
for worker’s rights through the World Trade Organization. What
wlll the Administration do within the WTO framework to accomplish
this goal? What impact is that likely to have on the WTO
institutionally? 1Is the WTO ultimately the appropriate place for
this i1nitiative?

Answer
The United States long sought -- with strong bipartisan
leadership from the Congress —-- to promote worker rights, and

make the relationship between trade and worker rights a formal
subject of examination, in the GATT, in particular through the
establishment of a GATT working party on the subject. Section
1101(b) (14) of the Omnibus Trade and Competitiveness of 1988 set
review of the relationship between trade and worker rights under
the GATT as a principal negotiating objective for the United
States in the Uruguay Round. The President was unable to achieve
that objective in the Round, but the preamble to the Agreement
Establishing the WTO does recognlzes the relationship between
trade and labor 1ssues, acknowledging that international economic
and trade relations ™ should be conducted with a view to
raising standards of living, ensuring full employment and a large
and steadily growing volume of real income L

Congress called on the President in section 131 of the Uruguay
Round Agreements Implementation Act to establish a multilateral
working party on worker rights, this time under the soon-to-be-
created World Trade Organization. Section 131 spells out in
detail proposed objectives of the working party, among which are
to explore the linkage between trade and worker rights and to
examine the effects on international trade of the systematic
denial of worker rights. The Administration has actively pursued
its Congressional mandate on this subject, 1n coordination with
Like-minded governments. However, establishment of a working
party requires the consensus of WIO members, which has not been
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achievable to date.

The worker rights language in the President’s proposal largely
repeats the language of the 1988 trade act, which covered not
only urged an examination in the GATT of the relationship between
trade and worker rights, but directed the President to promote
respect for worker rights and to establish as a principle in the
GATT that labor abuses should not be a means of securing
advantages through trade. The concepts embodied in the 1988
legislation are broadly reflected in the 1994 NAFTA act
provisions as well.

The worker rights agenda for the WTO laid out in the President’s
proposal 1s an expression of continuity in the 1lmportance that
this and previous Administrations and Congresses have attached to
this subject. 1In the near term, the agenda consists of building
a consensus 1n the WTO in favor of addressing this subject, and
in particular through a WTO working party. The Administration
will continue to work with other countries to build the consensus
necessary to begin such an examination within the WTO.

The language in the President’s proposal signifies that the
Congress and the Administration remain united on the importance
of pursuing a dialogue 1in the WTO on trade and worker rights, and
thus building on the progress achieved at the WTO’'s first
ministerial meeting in Singapore. At Singapore trade ministers
from WTO member countries committed for the first time to the
observance of 1internationally recognized core labor standards,
and encouraged the WTO and the International Labor Organization
secretariats to continue thelr exlisting collaboration.

Since Singapore, U.S. negotiators have met with other like-minded
governments to pursue WTO work in this area. Following up on the
strong commitment in the Singapore Declaration, U.S.
representatives have continued to use the Trade Policy Review
Body's individual country review to make observations, both
positive and negative, concerning other the observance by other
WTO governments of core labor standards.

In pursuing this subject through the GATT, and now the WTO,
succeeding Administrations have made clear that the WTO 1s not
the proper forum for considering international minimum wages,
labor standards, or other matters of general labor policy.
Nevertheless, it 1s important for workers in the United States,
and elsewhere, to see that their concerns are taken into account
in trade matters. Moreover, continuing to discuss core labor
standards in Lhe WTO is related to the important work now
underway in the International Labor Organization, and 1ln pursuilng
voluntary commitments aimed at better enforcement of labor
standards (for example, the work of the Apparel Industry
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Question 6

The proposal announces that the Administration’s intent to seek
review within the WTO of the relationship between worker’s rights
and the provisions and objectives of the WTO. Normally, a WTO
review is the first step toward eventual negotiations on a topic.
Is that the intent here? What does the Administration expect
wil1ll result from this review.

Answer

This provision of the President’s proposal carries forward nearly
identical language from the 1988 act. This language has been
generally understood to call, in the first instance, for the
establishment of a GATT (or now WTO) working party to examine the
relationship between trade and internationally recognized worker
rights. The establishment of a carry WTO working party 1s
generally the first step in determining what, if any, further WTO

action should be taken in a particular subject area. However,
negotiations do not always ensue after a working party completes
1ts work.

Alternative One: [WTO Ministers at Singapore said: “We believe

that economic growth and development fostered by increased trade
and further trade liberalization contribute to the promotion of
[core labor] standards. We reject the use of labour standards
for protectionist purposes, and agree that the comparative
advantages of countries, particularly low-wage developilng
countries, must in no way be put ilnto question.” With this as
background, we believe that the WTO can contribute to work
underway internationally, and that WTO members should address the
perception that continues to persist that enforcement of core
labour standards 1s incompatible with trade liberalization and
economic growth. Starting with a working party 1s merely a
necessary first step to determining what, 1f any, contribution
the WTO can make in this area. The working groups now examining
trade and competition policy and investment, as well as the
Committee on Trade and Environment are all examples of WTO
Members studying, but not negotiating, new 1issues. At a minimum,
1t should serve to dismiss the serious misperception that workers
do not benefit from trade liberalization. Given the work
underway in the ILO, and efforts to establish a mechanism within
the ILO that will ensure better observance of core labor
standards, a WTO working party could make a valuable
contribution.

Alternative Two: [The President’s negotiatling objective on this
subject should read i1in the light of section 134 of the Uruguay
Round Agreements Act, which directs the President to seek the
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establishment in the WTO of a working party to examine the
relationship between internationally recognized worker rights and
the articles, objectives, and related instruments of the GATT and
WTO. Section 134(b) specifies that the U.S. objectives for the
working party are to:

(1) explore the linkage between international trade
and internationally recognized worker rights,
taking into account differences in development
between countries;

(2) examine the effects on international trade of the
systematic denial of such rights:

(3) consider ways to address such effects; and

(4) develop methods to coordinate the work program of the
working party wit the International Labor Organization.

The Administration would expect to be guided by this language in
setting the agenda for the WTO working party once 1t is
established. ]

Question 7

The Administration’s proposal requires that U.S. negotlators take
into account domestic objectives regarding health and safety,
national security, the environment, consumer or employment
opportunities in using their negotiating authority. That
provision appears to be drawn from a far narrower context 1n
previous legislation (services negotiations) to apply to all
trade and investment negotiations under the Administration’s
proposal. How will those objectives be taken into account? Who
will define “domestic objectives?” Congress? Executive
agencies?

Answer

The provision in question, section 2(c) (1) of the President’s
proposal, was first included in the Trade and Tariff Act of 1984
and figured in the 1988 trade act as well. In both cases, the
language was included at the request of the Senate and applled
both to the pertinent services and investment negotiating
objectives.

While the provision was previously limited to the context of
services and 1investment, the domestic objectives 1included 1n
section 2(c)(l) are broadly applicable across the range of trade
areas. They reflect vital American concerns and interests and
have long served as guideposts for U.S. trade negotlators.

Lo 12



2088 SEP 24, 1997 TEL NO: (gweg) 395 3911 #d47rcbgd PHGE:D 14019

Indeed, the United States has repeatedly acted to preserve U.S.
interests 1n these areas by 1nsisting on the 1nsertion of
protective language in U.S. 1nternatlonal trade agreements.

For example, the GATT, which dates from 1947 and pertains to
trade in goods (rather than services or investment) contains a
broadly-framed essential security provision inserted -- and
preserved -- at U.S. insistence. It also contains a provision
ensuring that governments can take effective measures to ensure
consumer protection and conserve natural resources. Similarly,
the recently concluded WTO agreement on trade-related aspects of
intellectual property rights contains an essentlal security
provision. The WTO technical standards and sanitary and
phytosanilary agreements -- which are also agreements governing
trade in goods -- contain provisions ensuring that the United
States will remain free to set i1ts own levels of protection from
environmental and health risks.

The Administration considers it not only appropriate but highly
desirable for U.S. trade negotiators to continue the tradition of
ensuring that vital U.S. policy and security interests are
preserved under the agreements we sign with our trading partners.
As a practical matter, the policy objectives identified 1in
section 2(c) have not been limited to negotiations 1in the
investment and services area. Nor should they be.

As with other matters pertaining to fast track trade
negotiations, the President 1dentifies relevant objectives and
areas of concern in close consultation with relevant
congressional committees. The approach of this Administration,
and 1ts predecessors, has largely been to preserve discretion for
the United States in each of these policy areas. The
Administration looks forward to working with the Congress to
protect vital national concerns while continuing to eliminate
trade barriers and increase market access for U.S. producers and
workers.

Question 8

The notice and consultation procedures contained in the
Administration’s proposal include a requirement to consult in
advance of entering into negotiations, not just before concluding
an agreement as was the case under prior grants of authority.
Will those consultation procedures apply to all trade and
investment negotiations?

Answer

Under the 1988 trade act (the legislation establishing the last
version of fast track), the President was required to consult
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with the Ways and Means and Finance committees in advance of
initiating bilateral free-trade negotiations. No consultation
requirement was imposed. for other negotiations subject to the
fast track provisions of the act.

Under the President’s proposal, the advance consultation
requirement would be extended to all negotiations covered by
section 3(b) of the bill. That section covers all negotiations
toward a trade agreement that the President intends to bring back
to the Congress for fast track implementation. Section 6(a) of
the proposal waives the advance consultation requirement,
however, for certain negotiations that have already been
initiated -- such as those with the government of Chile towards a
free-trade arrangement -- or that may be commenced while the
President’s proposal is pending before the Congress. For
example, the Administration intends to enter into negotiations
shortly on a successor to the recently concluded Information
Technology Agreement.

Questions from Senator Hatch
Question 1

I . . . invite some elaboration as to specific Administration
intent with regard to the section two provision of its bill,
which reads:

“To seek to ensure that trade and environmental
protection are mutually supportive, including the
further clarification of the relationship between
them.”

Answer

The environmental objectives in Principal Negotiating Objective 7
are included to highlight the importance of continuilng the
ongoing efforts among WTO Parties to make trade liberalization
consistent with the optimal use of the world’'s resources and
environmental protection, and to clarify the relationship between
trade and environmental policies -- a process that was begun with
the creation of a Committee on Environmental Measures and
International Trade in the early 1970s and lnstitutionalized by
the WTO in 1994 with the creation of the WTO Committee on Trade
and Environment (CTE) .

Both environmental components of this negotlating objective --
the promotion of “sustainable development” and the aim of making
trade and environment “mutually supportive” -- are widely
embraced concepts, and have been 1ncluded 1n numerous
international agreements to which the United States 1s a party,
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including the 1992 Rio Declaration on Environment and Development
and the NAFTA (both signed and negotiated by President Bush) and
the WTO Agreements. Agenda 21, the Plan of Action for the Rio
Conference, called upon countries to “strive . . . through
relevant multilateral forums, including GATT .. . to make
international trade and environmental policies mutually
supportive in favour of sustainable development.” In creating
the WTO Committee on Trade and Environment (CTE), WTO members, at
U.S5. insistence, committed to promoting sustainable development
and the aim of making international trade and environmental
policies mutually supportive.

Accordingly, the language of the specific provision gquoted in
your question sets forth as a U.S. negotiating objective for the
WTO that which the United States had previously committed to do
and upon which the WTO has already embarked. Reference to the
“further clarification” of the relationship between trade and
environmental protection 1s an acknowledgment that this work 1is
already underway.

The Administration intends to pursue this negotiating objective
by carefully taking into account the relationship between trade
and environment as we formulate negotiating positions and as we
participate 1n the negotliations themselves. We will work to
ensure that protectionism in the gquise of environmental
protection 1is not countenanced, while at the same time ensuring
that trade rules do not threaten our ability -- or that of other
governments -- to protect domestic environmental policy
1nterests. We will look for situations where trade
liberalization can enhance environmental protection and vice
versa. For example, analysis has shown that many [some?]
agricultural subsidies that distort trade are also bad for the
environment. Seeking to reduce or eliminate such subsidies
would promote sustainable development. We would work to clarify
positive relationships between trade rules and environmental
policy objectives, as where, in the CTE, we are promoting a
recognition that sound intellectual property regimes in an
importing country facilitate rather than hinder the transfer of
environmentally beneficial technology. At the same time, in
negotiating trade agreements we would take care to ensure that
any new rules would not require us to repeal, or forego
developing, legitimate environmental laws and regulations in the
United States.

We want to be clear that the environmental objectives set out in
the President’s proposal are not 1intended to suggest that the
Administration seeks to negotiate environmental standards through
the WTO, or other trade negotiations. Nor would the objectives
lead to legislation changing U.S. environmental standards through
fast track procedures. Our 1interest 1n pursuing environmental
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issues through the WTO is, as we and other WTO members stated 1in
creating [?] the CTE: ™“to coordinate the policlies 1n the field
of trade and environment, and this without exceeding the
competence of the multilateral trading system, which 1s limited
to trade policies and those trade-related aspects of
environmental policies which may result in significant trade
effects for its members.” (Preamble to Marrakesh Decision on
Trade and Environment)

Finally, as the President’s proposal makes clear, the
Administration will notify Congress before entering into any
negotiations to which fast track procedures will apply, will lay
out its specific environmental objectives, if any, in advance of
initiating negotiations and will consult closely with Congress
and our private sector advisors regarding those objectives as
well as other aspects of the negotiations throughout the
process.

Question 2

My second request for a written response relates to subsection
(c) of section 2, which provides the following guidance to
negotiators:

“In pursuing the negotiating objectives described 1in
subsection (b), United States negotiators shall take
into account United States domestic objectives
including, but not limited to, the protection of health
or safety, essential security, environmental, consumer
or employment opportunity interests and the law and
regulations related thereto.”

I note that this language was lifted from the 1988 Omnibus Trade
Act, but it pertained only to trade in services. Yet, the
administration bill applies it to all seven negotiation objective
areas. Let me take the example of the application of the
environmental considerations to foreign investment.

Does this provision mean that U..S. companies seeking foreign
investment opportunities in, say, overseas textile mills, would
have to include in their business development plans U.S.
environmental standards? More specifically, would the U.S.
investor have to ensure, and pay for, U.S. environmental
standards as a condition for making a foreign investment? If so,
is that not a barrier to foreign investment created by the
administration’s fast track proposal?

Answer

The provision in question, section 2{c)(l) of the President’s

los 13
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proposal, was first included in the Trade and Tariff Act of 1984
and figured in the 1988 trade act as well. 1In both cases, the
language was included at the request of the Senate and applied
both to the pertinent services and investment negotiating
objectives. '

While the provision was previously limited to the context of
services and 1nvestment, the domestic objectives included 1in
section 2(c) (1) are broadly applicable across the range of trade
areas. They reflect vital American concerns and 1nterests and
have long served as guideposts for U.S. trade negotiators.
Indeed, the United States has repeatedly acted to preserve U.S.
interests in these areas by insisting on the insertion of
protective language in U.S. 1international trade agreements.

For example, the GATT, which dates from 1947 and pertains to
trade in goods (rather than services or investment) contains a
broadly-framed essential security provision inserted -- and
preserved -- at U.S. insistence. It also contains a provision
ensuring that governments can take effective measures to ensure
consumer protection and conserve natural resources. Similarly,
the recently concluded WTO agreement on trade-related aspects of
intellectual property rights contains an essential security
provision. The WTO technical standards and sanitary and
phytosanitary agreements -- which are also agreements governing
trade in goods -- contain provisions ensuring that the United
States will remain free to set its own levels of protection from
environmental and health risks.

The Administration considers it not only appropriate but highly
desirable for U.S. trade negotiators to continue the tradition of
ensuring that vital U.S. policy and security interests are
preserved under the agreements we sign with our trading partners.
As a practical matter, the policy objectives identified in
section 2(c) have not been limited to negotiations in the
investment and services area. Nor should they be.

As with other matters pertaining to fast track trade
negotiations, the President identifies relevant objectives and
areas of concern in close consultation with relevant
congressional committees. The approach of this Administration,
and its predecessors, has largely been to preserve discretion for
the United States in each of these policy areas. The
Administration looks forward to working with the Congress to
protect vital national concerns while continuing to eliminate
trade barriers and increase market access for U.S. producers and
workers.

Lesld
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Regarding the specific example given -- of a U.S. company

investing 1n a foreign textile mill -- as explalned above, the

focus of this guidance to negotiators is on protecting U.S.
domestic requlatory prerogatives, not on using trade or
investment agreements to compel the extension of U.S. domestic
environmental laws to other countries.

Question 3

I am further troubled by what has been omitted. Allow me to
elaborate.

Despite the use of fast track in past agreements such as NAFTA
and the GATT Uruguay Round, 1 would say unequivocally that we
have lost ground in three express areas: anti-dumping,
countervailing duties, and Section 301 protections. The
Administration’s work on steel plate cases is one such example.
I am concerned that the Administration has attempted to nullify
preliminary determinations made by the Commerce Department and
the International Trade Commission by seeking suspension
agreements with the offending nations.

Accordingly, I would like [a] written response as to the
Administration’s intentions regarding the value of U.S. anti-
dumping, countervailing duties, and Section 301 rules to our
national trade policy. Further I would like to see these three

sets of priorities embraced in the listed negotiation objectives.

Answer
[Insert response to Q regarding lost ground on trade laws.]

U.S. interests in maintaining strong trade laws are fully

reflected in the President’s proposal. First, section 2(c) (2) (B)

specifically instructs U.S. negotiators to:

“take into account the need for the United States to
retain the ability to enforce rigorously it trade laws
in order to ensure that United States workers,
agricultural producers, and firms can compete on fair
terms and enjoy the benefits of reciprocal trade
concessions.”

This language encompasses each of the trade laws mentioned in

your statement -- our dumping, countervailing duty, and section
301 provisions. It makes clear that U.S. trade negotlators are
to resist any efforts to weaken those laws -- or our ability to

PR=F
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enforce them -- through.new international agreements or changes
in existing texts.

Moreover, two of the proposal’s trade negotiating objectives --
set out 1n sections 2(a) (2) and 2(b) (1) -- call on the President
to obtain the reduction or elimination of foreign government
barriers that “distort U.S. trade”. The Administration considers
that those objectives fully cover foreign unfair trade practices,
such as unreasonable subsidies, that distort U.S. imports and
exports. Indeed, the definition of trade distortion (section
7(a) (2)) specifically includes foreign subsidies.

As you correctly point out, the 1988 fast track legislation urged
the President to pursue specific objectives with respect to
unfair trade practices. The President acted on those objectives
through the negotiation and conclusion of strong, new dumping and
subsidies agreements which, today, are applicable on a
multilateral bhasis. Moreover, the Administration further
strengthened U.S. unfair trade laws -- specifically in the area
of dumping, countervailing duties, and section 301 -- through the
Uruguay Round implementing legislation.

The result is that today neither the Administration nor our
domestic industry 1s seeking to initiate further negotiations in
the area of unfair trade practices. By contrast, a number of
our trading partners would very much like the opportunity to re-
start negotiations, for the purpose of cutting back on the
protections we gained through the Uruguay Round agreements.

The President’s proposal recognizes that today our agenda in this
area 1s largely to maintain our ability to enforce existing U.S.
protections vigorously. Since our interest is in avoiding
further negotiations, rather than pursuing them, the inclusion of
a specific “negotiating objective” on this subject might be
misinterpreted. For that reason, Administration considered it
more advisable to send a strong message, in the form of guidance
to U.S. negotiators, that the United States seeks to maintain its
ability to pursue unfair trade practices with vigor.
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I propose that the bill include as a principle negotiating objective that a country be
required to observe core labor standands and have that provision subject to trade
sanctions.

We support the thrust of your proposal, but believe your concem is adequately addressed with
the Chairman’s mark. The Chairman’s mark provides the President the full range of tools for
addressing his economic agenda in a manner consistent with these American values.

First, no Administration has pushed harder on the issue of the observance of core labor standards.
The President is fully committed to this issue, and a country’s position on this issue would
impact our willingness to engage in coruprehensive frce trade negotiations with that country.
Congress -- and this Committee in particular -- would be a full participant in determining with
whom we negotiate as this bill would require, as have past fast track bills, that we consult closely
with Congress in connection with such negotiations.

Second, this bill allows the United States to negotiate provisions in trade agreements to ensure
that countries do not waive or derogate from existing standards, including their observance of
core labor standards. Thus, we could address your concern with the provisions in the Chairman’s
mark.

Third, the mark recognizes explicitly that the President should pursue the goal of promoting the
observance of core labor standards more gencrally, including multilaterally. Such agreements
would not require implementing legislation, and accordingly are not affected by fast wrack
procedures.

Fourth, this mark in no way limits the President ability to pursue these issues as he sees fit using
his exccutive authority. More generally, we believe we are able to make the best progress on
these issues when we are engaged with countries, rather than when we are the sidelines. For
example, Chile’s willingness to addrcss our labor and environmental concemns is directly tied to
negotiating a free wade agreement. [f we are not engaged on those issues, we will not make
progress on any of the issues important to you and us.

Sanctions?

This mark does not preclude the President from using enforccment mechanisms where a country
derogates from its existing standards, including labor standards. Of course, thc type of
enforcement mechanism used will be the subject of negotiation. The Administration would seek
to negotiate in the most constructive way possible, recognizing that each country presents unique
circumstances which may require different tools. We will, of course, work with Congress during
the negotiating process to make sure the agreement reflects America’s interests and valucs.

With Chile, for example, they have agreed to sign labor and environment agreements subject to
enforceable civil fines.
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What about trade sanctions?

What we are talking about is economic sanctions that will deter a country from gaining a
competitve advantage by not adhering to its existing standards or, if they do, nullifying the
advantage. What form those take is less relevant than that they achieve their purpose. In the
case of Chile, we believe a system of monetary fines, like they agreed to with Canada, achieves
our objectives. Other countries may require other approaches; this mark leaves room for other
approaches. It must be remembered that this is simply a negotiating objective. How it will be
effectuated in anegotiation is a different issue. and one with which we will consult with Congress
on regular throughout the process.

What is the status of the countries in the hemisphere with respect to the recoguition of core
labor standards? '

The countries of the hemisphere have a good record with respect to recognition of core labor
standards, including ratification of the relevant JLO conventions.
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I propose that the bill include as a principle negotiating objective that a country be
required to observe core labor standands and have that provision subject to trade
sanctions.

We support the thrust of your proposal, but believe your concemn is adequately addressed with
the Chairman’s mark. The Chairman’s mark provides the President the full range of tools for
addressing his economic agenda in a manner consistent with these American values.

First, no Administration has pushed harder on the issue of the observance of core labor standards.
The President is fully committed to this issue. and a country’s position on this issue would
impact our willingness to engage in comprehensive free trade negotiations with that country.
Congress -- and this Committee in particular -- would be a full participant in determining with
whom we negotiate as this bill would require, as have past fast track bills, that we consult closely
with Congress in connection with such negotiations.

Second, this bill allows the United States to negotiate provisions in trade agreements to ensure
that countries do not waive or derogate from existing standards, including their observance of
core labor standards. Thus, we could address your concern with the provisions in the Chairman’s
mark.

Third, the mark recognizes explicitly that the President should pursue the goal of promoting the
observance of core labor standards more gencrally, including multilaterally. Such agreements
would not require implementing legislation, and accordingly are not affected by fast track
procedures.

Fourth, this mark in no way limits the President ability to pursue these issues as he sees fit using
his exccutive authority. More generally, we believe we are able to make the best progress on
these issues when we are engaged with countries, rather than when we are the sidelines. For
example, Chile’s willingness to addrcss our labor and environmental concemns is directly tied to -
negotiating a free trade agreement. If we are not engaged on those issues, we will not make
progress on any of the issues important to you and us. '

Sanctions?

This mark does not preclude the President from using enforcement mechanisms where a country
derogates from its existing standards, including labor standards. Of course, the type of
enforcement mechanism used will be the subject of negotiation. The Administration would seek
to negotiate in the most constructive way possible, recognizing that each country presents unique
circumstances which may require different tools. We will, of course, work with Congress during
the negotiating process to make sure the agreement reflccts America’s interests and valucs.

With Chile, for example, they have agreed to sign labor and environment agreements subject to
enforceable civil fines.
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What about trade sanctions?

What we are talking about is economic sanctions that will deter a country from gaining a
competitve advantage by not adhering to its existing standards or, if they do, nullifying the
advantage. What form those take is less relevant than that they achicve their purpose. In the
case of Chile, we believe a system of monetary fines, like they agreed to with Canada, achieves
our objectives. Other countries may require other approaches; this mark leaves room for other
approaches. It must be remembered that thus is simply a negotiating objective. How it will be
effectuated in anegotiation is a different issue. and one with which we will consult with Congress
on regular throughout the process.

What is the status of the countries in the hemisphere with respect to the recognition of core
labor standards?

The countries of the hemisphere have a good record with respect to recognition of core labor
standards, including ratification of the relevant JLO conventions.



Traditional Trading Authority
Discussion Points for Calls to Democrats

Held Bill Back to Listen to and Address Democratic Concerns. We held the bill back several
days to hear the concerns of Democrats. We listened, and we believe we now have a bill that
reflects the proper balance to address worker rights (including child labor standards) and
environmental protection. Key provisions include:

. Worker Rights. Bill includes a negotiating objective on worker rights symmetrical to that
granted President Bush by a Democratic Congress, with a specific reference to child labor.
Also includes direction to seek stronger worker rights through the ILO, an idea proposed
by Senator Moynihan and other Democrats.

. Environment. The negotiating objective also adds a specific provision on the environment,
the first time ever this has been referenced in a fast track bill.

. Agrculture. Bill contains specific negotiating objective on agriculture, requested by

Democrats.
. Better Consultations. Entirely new provisions requiring greater consultations, as to both

the trade agreement and any labor/environmental side agreements.

. Duration. Authority granted until 2001, with extension until 2005 only after a
congressional vote.

Bill Reflects Ongoing Commitment to Democratic Values. Overall, the President is
committed to pursuing three objectives: (1) to break down unfair foreign trade barriers and create
good American jobs; (2) to promote and advance worker rights; and (3) to promote responsible
environmental protections. Throughout this process on fast track, our goal has been to ensure the
President has the capacity to pursue all three objectives effectively.

. Trade Agreements. This bill permits labor/environmental provisions “directly related to
trade” to be brought back to Congress under fast track authority. This is but one of many
tools the President can use to advance his goals.

. Side Agreements. The President has extensive executive authority to reach
labor/environmental agreements with countries. These agreements do not require
congressional approval. We have already committed to conclude companion
labor/environment agreements in future trade agreements where appropriate, and Chile has
already agreed to enter such agreements.

. Other Agreements. The Clinton Administration has done more than any other to press
countries to improve labor and environmental protection -- and we will continue to do so,
whether through the ILO, the WTO, the UN, or international financial institutions. We
should be concerned about improving conditions in all countries, not just in free trade
partners.



More Detailed Review of Provisions. Key provisions include:

. Necessary and Appropriate. We have added language that will allow us to include in
future implementing bills those provisions that are “necessary or appropriate” to
implement the relevant trade agreement. The Administration and the Congress need
flexibility to include in such bills provisions that, while not absolutely required to
implement a particular trade agreement, nevertheless address trade policy issues raised by
that agreement. These might include, for example, the agreement’s relationship to existing
U.S. trade laws, authority to monitor the results of the agreement, or gxtending Trade
Adjustment Assistan help those American workers wh not share the benefi
from expanded trade. Restricting future bills only to those provisions deemed “necessary”
would prevent inclusion of these and other critically important provisions.

. Duration. The duration of the trading authority extends to 2001, with extension until
2005 only after a congressional vote.

. Consultations with Congress. We have added strong language to ensure Congress is a
full partner in setting objectives and establishing trade priorities for American negotiators.
Provisions never before included in fast track bills include: (1) a requirement that the
Administration inform Congress of its negotiating objectives for a specific agreement
before negotiations begin; (2) a requirement that the Administration consult before signing
a trade agreement about any parallel agreements, such as labor and environmental side
agreements.

. Negotiating Instructions. We added a section on negotiating instructions that will
ensure negotiators do nothing that would lower U.S. public health and safety standards,
and insist upon strict enforcement of our trade laws.

. Specific Agriculture Objective. The legislation responds to congressional concerns by
providing a series of measures designed to achieve fairer and more open conditions of
agricultural trade, including: reducing or eliminating tariffs and subsidies that hurt U.S.
agricultural exports and market opportunities; addressing other unjustified barriers to such
exports; and strengthening the international rules covering unfair foreign practices that
distort world agricultural markets.

. Chile. We have specifically designated Chile as the next country with which we would
negotiate a bilateral free trade agreement. Chile made a firm commitment to enter into
side agreements on labor and the environment.
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' FAST TRACK Q&A’S

«DIRECTLY RELATED TO TRADE”

Q: What does it mean to say that any labor/environment provisions brought back on fast
track must be “directly related to trade”™?

e It means that labor and environmental provisions having a direct relationship to trade can be
included in fast track legislation.

e It is one part of our overall commitment 0 labor and the environment. As the President has
stated, he is committed to pursuing three objectives as we move forward: 1) to opea foreign
markets and create good U.STjobs;] 2) to promote labot fights; and 3) to promote responsible
environmental development. Throughout this debate, our goal has been to ensure the
President has the capacity to pursue all three objectives effectively.

« The Administration’s bill gives the President ample latitude to accomplish his
labor/environment objectives. He has many tools at his disposal:

. e Trade Apreements. As we said, the bill permits labor/environmental provisions “directly
related to trade” to be brought back to Congress under fast track authority. This is only
one tool he can use..

¢ Global Negotiations: This Administration has done more than any other to press
countries to improve labor rights and environmental protection — and we will continue to
do so. The bill itself contains a negotiating objective encouraging us (o make progress in
these areas in the WTO and the [LO. In addition, we will continue to press in other for a,
like the World Bank, IMF, other intemational financial institutions and the UN. We
should be concerned about improving the conditions in all countries, not just in free trade
partners.

o Side Agreements: The President has extensive executive authonity to reach
labor/environment agreements with countries. These agreemeats do not require
Congressional approval. In the context of future free trade agreements, we have
committed to conclude companion labor/environment agreements, when appropnate.
Chile has already agreed to enter such agreements.

e The important point is to secure fast track authority. If we pursue trade negotiations, we
have a much better chance of engaging these countries oa labor and environmental issues.
Rejecting fast track will not advance our interests on labor/eavironment.
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Q: But what does the term “direcdy related to trade” mean?

« [t means that a discrete set of provisions directly related to trade could be included in the fast
track legislation. We are still discussiag the precise definition with Congress, but examples
include establishing the principle that countries should not lower their eavironmental or
health and safety standards to attract foreign investment or provisions relating to the ability
of a country to use sanitary/phytosanitary measures as a disguised form of trade protection.

« Remember that this is only one tool we have to pursue our labor and environmental
objectives. We believe the combination of side agreements and other measures already give
us much latitude to pursue our objectives.

Q: Suppose a country lowers its child labor standards to attract foreign investment or to
export cheaper products to the U.S. Could this be included in the trade agreement?

« Obviously, we are pot going to negotiate a free trade agreement with a counfry that has a
heinous 'abor rights or environmental record, so the issue of what can be contained in an
agreement would not anse.

e As to the precise definition of “directly related to trade”, we are still working that out with
Congress. We would favor a broader definition, but we also need to achieve a bipartisan
consensus.

CONTENT OF SIDE AGREEMENTS

Q: What provisions will be contained in any side agreements you reach?

A: That could vary among countries. Different countnies would have different conditions and
different needs. As a general matter, agreements could include provisions to°

e Promote better enforcement of a country’s labor and environmental laws and
regulations.

« Encourage greater transparency and public disclosure about a country’s labor and
environmental standards and performance.

o Provide greater technical assistance to countries to lmprove their labor nghts and
environmental protection.

We would consult extensively with Congress about our approach in any individual case.
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LINKAGE BETWEEN
TRADE AGREEMENT/SIDE AGREEMENTS

Q: Do you commit to reach side agreements with all future free trade agreement
partners?

e We reached side agreements with Mexico and Canada during those free trade negotiations.
We have already said we will negotiate side agreements in the context of free trade talks with
Chile — and Chile has agreed to do it.

+ There may be instances when side agreements wouldn’t be necessary (England, Sweden) but
we would negotiate them when they are appropriate. In any case, we will move forward in
full consuitation with Congress.

SANCTIONS AND SIDE AGREEMENTS

Q: Would you make any future labor/environmental side agreements enforceable through

‘ trade sanctions?

e We will ensure that any side agreements we reach are eaforceable through sanctions
(whether monetary fines or other methods).

Q: Yes, but would you entertain the use of trade sanctions to enforce the agreements, as
you did in NAFTA?

e At this time, the only bilateral free trade agreement we envision negotiating 1s with Chule.
Chile has agreed to enter labor/environment side agreements enforceable by monetary fines.
We think that will provide sufficient enforcement. Therefore, the question of other bilateral
free trade agreements - let alone how they would be enforced — at this point is pretty
theoretical.

e We would need to consult with Congress extensively before we pursue aaother bilateral free
trade negotiations. If that situation anises, we will consult on this question as well

Q: But at the end of the day, would you consider using trade sanctions?
o In most cases, we believe enforcement through monetary fines or similar methods could be

effective. If they cannot, we would consider using trade sanctions to collect monetary fines,
as we have done in past agreements. We would pursue this approach oaly after extensive

. coasultation with Congress.
|
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LINKAGE BETWEEN
TRADE AGREEMENT/SIDE AGREEMENTS

Q: Do you commit to reach side agreements with all future free trade agreement
partners?

e We reached side agreements with Mexico and Canada during those free trade negotiations.
We have already said we will negotiate side agrecments in the context of free trade talks with
Chile - and Chile has agreed to do it.

e There may be instances when side agreements wouldn’t be necessary (England, Sweden) but
we would negotiate them when they are appropriate. In any case, we will move forward in
full consultation with Congress.

SANCTIONS AND SIDE AGREEMENTS

Q: Would you make any future labor/environmental side agreements enforceable through

‘ trade sanctions?

« We will ensure that any side agreements we reach are eaforceable through sanctions
(whether monetary fines or other methods).

Q: Yes, but would you entertain the use of trade sanctions to enforce the agreements, as
you did in NAFTA?

e At this time, the only bilateral free trade agreement we envision negotiating 1s with Chule.
Chile has agreed to enter labor/environment side agreements enforceable by monetary fines.
We think that will provide sufficient enforcement. Therefore, the question of other bilateral
free trade agreements - let alone how they would be enforced - at this point is pretty
theoretical.

e We would need to consult with Congress extensively before we pursue another bilateral free
trade negotiations. If that situation arises, we will consult on this question as well.

Q: But at the end of the day, would you consider using trade sanctions?

o [n most cases, we believe enforcement through monetary fines or similar methods could be
effective. If they cannot, we would consider using trade sanctions to collect monetary fines,
as we have done in past agreements. We would pursue this approach oaly after extensive
consultation with Congress.
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INTELLECTUAL PROPERTY
VERSUS
LABOR/ENVIRONMENT

Q: Critics charge that you incorporate intellectual property provisions in free trade
agrecments, but fail to give the same trcatment to labor/environmental provisions? Aren’t
they correct that you care more about Amcrican corporations than about American
workers?

e First, uo Administration in history has been more aggressive in pressing to improve
international labor rights or environmental protection. We have:

e Continued to press this agenda in \nternationa! institutions, like the ILO and WTO. In
fact, our fast track bill contains a negotiating objective directing us to continue this effort.

e Made a commitment to negotiate labor/eavironment side agreements in the context of
future free trade agreements, when appropriate. We will negotiate such agrecments in the
context of the Chilean free trade talks. Those agreements can make a difference: there
have 7 cases brought involving labor violations under the NAFTA side agreement, nonc
brought for PR violations under the NAFTA itself.

« Other initiatives, like the President’s 1996 Apparel Industry Partnership (“No Sweat
Initiative™), a collaboration between labor, business and NGO’s to encourage adoption of
a code of conduct prohibiting exploitauve child labor and encouraging humane working
conditions.

« As to the critics’ charge, there is a fundamental difference between intellectual property
rights and labor/environment. Violations of intellectual property rights relate to the product
itself, which is being exported to the Uaited States. The issue of labor/environment
involves more broadly the entire social and legal structure of the foreign country, which
goes beyond trade concerns. That's an important difference.



